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Supertrends – Here to stay
The COVID-19 pandemic and, more recently, Russia's invasion
of Ukraine have led to greater volatility in financial markets,
putting our Supertrends long-term equity thematic framework
to the test.
We designed our Supertrends to transcend business cycles in
order to offer investors multi-year equity investment opportunities. This means that fluctuations in short-term sentiment and
financial market volatility, as we saw during the first quarter of
2022, do not significantly affect our long-term overall conviction across our Supertrends.
That said, short-term catalysts tend to favor some Supertrends
over others. Investors have thus adopted a dynamic approach
to our Supertrends, i.e., giving a greater weighting to certain
Supertrends compared with others in portfolios – just as they
would with equity investments across regions or sectors. The
diversification of the framework – across 23 subthemes and
six Supertrends – also helps to cushion the impact of sector
rotations.

Nannette Hechler-Fayd’herbe
Head of Global
Economics & Research
Credit Suisse

We continue to develop our Supertrends. In 2021, we took an
important step and mapped all of the themes to the United
Nations’ 17 Sustainable Development Goals (SDGs). The
SDGs represent a guiding principle for economic activity and
development and, increasingly, investing. In order to capture
this link effectively, we track the progress of the overall UN
SDG framework and closely monitor the alignment of our
investment themes and stock selection with the SDGs. With
regard to the single stocks within our Supertrends, for example, we track the monthly SDG scores since our frameworks’
inception using MSCI environmental, social and governance
(ESG) data.
We have observed stable to positive (albeit slow) progress
overall; it is encouraging to see our Supertrends contribute
positively to broader development goals while delivering returns
to investors. Our Climate change Supertrend – unsurprisingly
– has shown the most progress, with solid improvements in
SDG 7 (affordable and clean energy), SDG 9 (industry,
innovation and infrastructure) and SDG 13 (climate change)
scores. Looking at the other Supertrends, companies within
our Millennials’ values, Infrastructure and Technology Supertrends also improved their sustainability scores, while the
scores of Anxious societies and Silver economy moved
sideways.
The Supertrends offer an opportunity to help investors reach
their financial, societal and environmental goals. As more and
more investors move in this direction, we believe our Supertrends are here to stay.
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Supertrends – Creating impact
The year that has passed since our last publication has once
again confirmed the relevance of our Supertrends. Equity
investors benefited in 2021 from the strong global economic
recovery and investment returns that were substantially above
their historical average. Our Supertrends even managed to
outperform the MSCI World. Yet there were clear differences
in performance across styles and sectors. Our Infrastructure
and Climate change Supertrends, for example, benefited in
particular from solid tailwinds in 2021 due to large-scale
infrastructure projects, as well as political support for climate
change action at key events like the COP26.
Turning to the current year, investors should expect lower
returns, in our view, as companies and consumers grapple with
the highest inflation in decades. In the last quarter of 2021
and the first quarter of 2022, investors started to rotate into
value stocks from growth stocks, with the energy and financial
sectors making up some lost ground in recent months.

Our strong diversification approach across the 23 Supertrends
subthemes is helpful when navigating turbulent markets. We
believe that our more defensive Supertrends, as well as the
long-term demographic trends in our Silver economy Supertrend, should prove less volatile this year than the growth-style
themes in Millennials’ values and Technology. The Silver
economy focuses on healthcare companies that will likely

benefit from rising demand and strong earnings growth as
societies age. Therapy areas of particular importance include
cardiovascular disease, oncology and neurology. Outside of the
healthcare sector, the Silver economy also has exposure to
financial companies, which should benefit from the (higher)
interest rate environment, along with selected consumer
names.
Earlier this year, geopolitical tensions put the Personal security
subtheme within our Anxious societies Supertrend back into
focus. Cyber security in particular remains a key conviction, so
do our Affordability and Employment subthemes. The recent
spike in inflation has ushered in more challenges to affordability, especially for housing and food, paving the way for companies that can address this challenge.
Inflation tends to be positive for the infrastructure sector – and
our Infrastructure Supertrend – because companies in the
transportation and regulated utilities industries have price
escalators (linked to the consumer price index or a sector-specific measure of inflation) embedded within their contracts. We
also expect a positive impact from the removal of
COVID-19-related travel restrictions, which should provide
another boost for domestic toll road operators as well as
international air travel investments. From a political standpoint,
COP26 highlighted the climate change challenge and we
anticipate the further buildout of renewable energy infrastructure (e.g., solar and wind farms) and smarter electricity
networks to remain a top policy goal for many governments.
Germany’s new coalition government will be taking the lead in
Europe, while a possibly scaled-down version of US President
Joe Biden’s stalled Build Back Better plan would support
investments for renewable energy, energy-efficient housing
and electric vehicle (EV) infrastructure in the USA. This should
give our Climate change Supertrend another boost in terms of
its growth-style themes, including CO2 -free electricity and
sustainable transport.
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Looking at the Green energy transition subtheme within this
Supertrend, the recent spike in energy prices has resulted in
greenflation, underscoring the need to accelerate the expansion of green energy. The Agriculture and food subtheme also
targets CO2 emission reductions and offers long-term opportunities for a broad range of industries.
While the highflying, technology-driven Technology and
Millennials’ values Supertrends experienced a setback amid
the rotation in investment styles, our conviction regarding their
long-term growth outlook remains intact. The Metaverse
should act as a catalyst for the development of an immersive/
interactive 3D Internet, where opportunities for socializing and
collaborating with other people are no longer limited by
regional or social ties. Investments in digital marketing, production, and sales and distribution in the Metaverse should
increase, as the population of this virtual world expands.

Generations Y and Z, represented in our Millennials’ values
Supertrend, will increasingly integrate the Metaverse into their
everyday activities. Sustainability also plays a pivotal role for
the younger generations in their daily consumption habits. They
are very concerned about the environment and motivated to
drive change by adopting more sustainable lifestyles, especially
in emerging markets, where a majority of this cohort lives.

Many of our 23 Supertrends subthemes have a strong
sustainability link, which we believe will be at the core of
investing going forward. Overall, our Supertrends remain well
aligned with many of the United Nations’ 17 Sustainable
Development Goals (SDGs). Our research team will continue
to closely monitor the overall progress of the selected single
stocks within our Supertrends vis-à-vis the SDGs to realize
continuity and alignment over a long-term investment horizon.
In conclusion, we view current market volatility as an opportunity for investors with a multi-year investment horizon to
diversify their asset allocation. A satellite approach for niche
positioning in selected Supertrends subthemes remains
prudent, in our view. We believe equity valuations should
remain supported by strong corporate earnings in the years to
come for those companies positioned for long-term growth.
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Anxious societies

Many challenges persist for society today.
Just as the COVID-19 pandemic recedes
as one of the top worries for people
around the world, personal, homeland and
job security, and the rising cost of living
and its impact on poverty and inequality
come back to the fore. We remain
convinced that affordability, fitness for the
labor market and personal security will
remain long-term priorities for individuals
around the world, and open up
opportunities for the private sector – in
conjunction with public services – to
address societies’ needs.

Ones to watch
Companies providing solutions to lower the costs of basic
needs, such as food, housing, healthcare or education, as high
inflation exacerbates existing affordability issues.
Companies with strong human capital management, including
workforce development, and a culture that supports diversity,
are well placed to attract and retain talent even as labor
shortages remain an issue. Companies providing reskilling/
upskilling or education for employees as skill requirements
radically change.
Companies helping to improve the safety and security of
citizens. Hygiene could become more important because of
COVID-19, while growing cyberattacks increase the need for
cyber security for business.

This trend’s targeted areas of impact:
Reto Hess
Head of Single Security Research Equity,
Industrials
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Anxious societies

What worries the world
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What worries the world
After more than two years of living with COVID-19, the world
is getting closer to the end of the pandemic. While COVID-19
remains a worry for many people, we would expect it to
become less so going forward. In fall 2021, COVID-19 already
ranked below worries regarding poverty and social inequality,
as well as unemployment. But it flared up once again with the
emergence of the Omicron variant. Looking forward, we think
that inequality – already the key pain point for citizens – will
continue to be their main worry, especially if rising inflation
further exacerbates this problem. According to the most recent
Global Risks Report from the World Economic Forum, the
erosion of social cohesion is the risk that has deteriorated the
most since the pandemic and will be a critical issue in the
short, medium and long term1. While governments need to
solve this issue to prevent social tensions, they suffer from a
lack of trust. According to the 2022 Edelman Trust Barometer,
only 44% of respondents believe governments take a leadership role and 42% believe governments get results, while trust
in businesses is much stronger (at 55% and 65%, respectively),
highlighting the important roles that businesses – as well as
investors – play in finding solutions.

April 2020
October 2021
February 2022

Source Ipsos Public Affair, What Worries, February 2022 (interviews conducted between 21 January and
4 February 2022, international sample of 19,022 adults, Ipsos Online Panel system), Credit Suisse
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Anxious societies

Affordability
Pandemic brings setbacks
Affordability has been a key issue for a long time and the
pandemic has only made it worse. Now inflation – currently at
levels not seen for decades – poses a further threat to
affordability. According to an Ipsos survey, 75% of respondents globally believe that prices in their country will rise faster
than their income in 20222.
According to the Penn Wharton Budget Model, food, energy
and shelter are major cost items for the low-income group,
defined as the bottom 20% of income distribution, in the USA.
This group spent 62% of its income on these three items in
2020 compared to only 51% for the high-income group (95%
and above)3. On an absolute level, the richest group spends
more than three times the amount for food or shelter than the
poorest, which should give them more room to deal with
higher prices, i.e., reduce their spending on some products/
services.

The belt-tightening divide
Different consumption baskets for low- vs. high-income groups
Total expenditure, in %
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Source Impact of Inflation by Household Income (Penn Wharton, 2021), Credit Suisse

Relatedly, progress had already stalled with regard to the goal
to end hunger and malnutrition by 2030, but the COVID-19
pandemic has resulted in a further setback. As per the Food
and Agriculture Organization (FAO) of the United Nations,
about 12% of the global population or 928 million people
suffered from food insecurity in 2020, 148 million more than in
the previous year4. In the USA, more than 38 million people
are food insecure, including nearly 15% of all households with
children5. With food prices increasing further, hunger will
remain an issue; in April 2022, the FAO’s Food Price Index
rose to an all-time high. Finding a way to lower food prices is
becoming increasingly important. The World Bank suggests
that digital agriculture could be used to improve yields, cut food
loss and waste and help farmers receive fair pay. In 2014, an
average of 190,000 data points were produced per farm, per
day, and experts have predicted that each farm will produce
around 4.1 million data points daily by 20506. John Deere, an
agricultural machinery company, has combined big data and
artificial intelligence in its equipment and services to reduce
inputs and improve yields, delivering savings of about USD 50/
acre, while CNH Industrial continues to focus on self-sustaining food systems and the circular product life cycle with a view
to promoting sustainable agricultural practices and cutting food
waste. Reducing food waste could be an important solution:
USD 1 trillion worth of food ends up wasted each year,
according to the UN World Food Program USA7. Reversing
this trend would provide enough food to feed two billion
people.
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Anxious societies

Employment
Courting talent
COVID-19 has strongly influenced the course of labor markets.
While the unemployment rate spiked at the beginning of the
pandemic, the employment market recovered relatively quickly
and is now dealing with a labor shortage. Some of the underlying factors are short term, for example COVID-19 concerns
and the impact of government support schemes. Yet other
causes have deeper roots, for example a shrinking working
population as the baby boomer generation (now 55+ years old)
will retire in the coming years.
The boomers exited the workforce in greater numbers during
the pandemic, as early retirement became more affordable due
to the rising value of equity and real estate markets. With a
higher proportion of older workers retiring, employers need to
consider how to transfer older employees’ knowledge to their
younger counterparts, and how to attract and retain talent.

As change is happening at a much faster pace than before,
workers will also need to be adaptable. Upskilling and reskilling
will remain key to ensure that employees can cope with future
challenges, while offering potential candidates a desirable
career path after joining the organization. Chipotle Mexican
Grill, for example, began offering its employees debt-free
degrees in agriculture and culinary and hospitality education,
while McDonald’s has started offering paid time off and help in
paying tuition fees to attract new talent.

Turning point 2023
Pending departures from Switzerland’s labor market
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Source Early retirement: The path is becoming more difficult (Credit Suisse, 2020)

Companies can deal with the labor shortage through two
different approaches: they can become “model” employers; or
they can reduce the size of their workforce by substituting
labor with capital, though we note that this requires different
skills as well. To be one of the best employers, organizations
need to understand what is at stake: salaries, benefits and a
good work-life balance are important as companies look for
talent, but other factors are increasingly significant. We are
referring here to the importance of “social factors.” According
to a CNBC/SurveyMonkey Workforce survey in 2021, a
majority of employees who took part said they believe it is
important to work for an organization that values diversity,
equity and inclusion (DEI)8. Indeed, employees are typically
happier with their jobs and see better opportunities to advance
their careers in companies that are perceived as doing enough
in terms of DEI, according to the survey. Diversity can also
have a direct positive financial impact for companies. The most
recent Credit Suisse Gender 3000 study found a positive
correlation between above-average female representation and
both EBITDA margins and credit ratings9.

2035

2040
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Anxious societies

Personal security
COVID-19 leaves a lasting mark
While geopolitical issues are important, they generally are not
a major pain point for citizens who are more focused on issues
that directly affect their personal lives. Russia’s attack on
Ukraine is an exception – the costs for society could be very
high, for example in terms of ensuring affordable energy and
food. Russia and Ukraine together account for just over a
quarter of global wheat exports, according to the United States
Department of Agriculture. Nevertheless, other security issues
still matter a lot – especially COVID-related issues and cyber
security.
The Global Health Security (GHS) Index is the first comprehensive assessment of countries’ capacities to prepare for
epidemics and pandemics. With an average score of 38.9 out
of 100 in 2021, most countries remain woefully unprepared
compared to the last analysis in 201910. The average score in
the health system category, which includes infection control
practices, was 31.5. During the pandemic, hand hygiene
received unprecedented attention and marked a central pillar in
many governments’ COVID-19 prevention strategy – and
companies responded accordingly. Signify, for example, has
been at the forefront of UV technology and has developed
innovative UV-C products and applications where light sources
inactivate 99.99% of SARS-COV-2 germs in the air or water
and on surfaces. TTFB, a Taiwan-based restaurant operator,
has installed UV-C upper air cleaners in dining areas and
batten lights in kitchens in 34 of its restaurants, with the
possibility to extend these installations to another 100 restaurants11.

Turning our attention to another personal security issue, cyber
security, many companies are transitioning to more flexible
working models after the pandemic forced many employees to
work remotely. However, working from home also bears
security risks, which are being exploited by criminals through
cyberattacks such as phishing attempts, distributed-denial-of-service attacks (DDOS) and ransomware. According to
Check Point Software’s 2022 Security Report, cyberattacks
against organizations globally increased by 50% in 2021 in
comparison to the previous year. Citizens are particularly
affected when infrastructure is targeted, such as the seven-day shutdown of the Colonial Pipeline in May 2021, which
led to gasoline shortages at approximately 12,000 gas stations
in the USA.
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2022 looks set to be the start of a multiyear infrastructure boom, as government
spending kicks off for new infrastructure
programs in the USA and Europe. Most of
the spending is slated to go to
transportation, the energy transition and
communications infrastructure. While
these programs have triggered inflation
concerns, many infrastructure companies
in our transport, energy and telecom
subthemes offer inflation protection with
contracts that have inflation-indexed
pricing formulas. Due to underinvestment
and deferred maintenance of existing
infrastructure over the past two years, the
investment gap in infrastructure persists.
Thus, closing the gap remains an urgent
and long-term investment theme.

Ones to watch
After years of political debate, the US Congress in November
2021 passed a USD 1.2 trillion infrastructure plan focused on
upgrading US transportation from which construction companies stand to benefit.
The European Union’s expected labeling of nuclear energy and
natural gas as transitional fuels should increase new investments in both energy sources globally.
A faster-than-expected penetration of electric vehicles (EVs) in
the global car fleet requires a faster build-out of the public and
private EV charging infrastructure in large cities.
The ongoing rollout of 5G technology is expected to not only
last longer than the 3G and 4G upgrade cycles, but will also
require higher capex from service providers and tower companies.

This trend’s targeted areas of impact:
Jens Zimmermann
Senior Equity Analyst,
Energy & Utilities
Pedro Iglesias De La Vega
Equity Research Analyst,
Materials
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Transport
Postponed recovery
New waves of COVID-19 delayed a sustainable rebound in
road and air travel demand into 2022. While travel restrictions
and work-from-home mandates in certain parts of the world
continue to impact toll road and airport operators, they should
benefit from the easing of global restrictions in 2022.
COVID-19 also impacted railroad operators as cargo ships
were backed up in many key harbors around the world due to
supply chain issues, delaying rail deliveries of goods. Yet these
supply chain bottlenecks should also start to ease this year, as
restrictions are lifted and business operations fully resume.
Despite last year’s operational issues within the infrastructure
sector, policy makers laid the foundation for a multi-year boom
in transportation infrastructure, from which we expect construction and materials companies to benefit in 2022. In the
USA, the Biden administration passed a USD 1.2 trillion
infrastructure plan in November 2021. In Europe, the NextGenerationEU plan earmarks EUR 750 billion through 2023 to
support European economies with infrastructure investments.
Moreover, China is fast-tracking several of the 102 large
infrastructure projects included in its 2021–25 development
plan12.
Sustainability appears to be the overarching theme for new
infrastructure developments, as the transportation sector is
one of the biggest contributors to global greenhouse gas
emissions. Construction materials can help large transportation
infrastructure projects reach specific lifecycle emissions
targets, as some construction materials naturally absorb a
large portion of CO2 emissions over the lifetime of an infrastructure project. Concrete and cement, for example, naturally
absorb carbon emissions. Transportation infrastructure projects
can also help reduce local pollution in order to protect biodiversity in the surrounding area.

Energy and water
Can nuclear and gas go green?
The European Commission published an official proposal text
that aims to classify both nuclear energy and natural gas as
transitional fuels. The European Parliament and Council will
scrutinize the document and can still object (an objection
requires a qualified majority of at least 72% of Council
Member States, representing at least 65% of the EU population). Without an objection, a Delegated Act will enter into
force as of 1 January 2023.
The EU’s labeling of nuclear energy and natural gas as
transitional fuels will have global implications for new investments in both energy sources. Most nuclear capacity will be
added in China, as the country is expected to approve six to
eight new reactors per year under its 14th Five-Year Plan
2021-25, according to the International Energy Agency (IEA).
Europe could see the second-largest capacity growth with
more than 100 gigawatt (GW) in nuclear capacity added over
the next 30 years, ahead of the USA and Russia (each about
50 GW). This would be a significant shift in Europe’s energy
policy, as European countries have been more reluctant to
authorize new nuclear plants over the past decade after the
European nuclear industry suffered from persistent construction cost overruns and project delays.
A great deal of nuclear research has focused on the development of small modular reactors (SMR) based on passive safety
systems. The most prominent is TerraPower, a nuclear energy
company that Bill Gates helped launch 16 years ago, which is
developing a sodium-cooled natrium reactor for a demonstration plant (together with Berkshire Hathaway’s PacifiCorp).
The industry’s goal is to develop cheaper and smaller nuclear
power plants that can reduce the high capital costs of traditional nuclear plants and also limit safety issues through
simpler designs with different cooling systems.
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Smart cities

2021-50: Cumulative nuclear & gas capacity additions
In GW

Charging in the city
Large cities will have to accommodate growing demand for
electric vehicles (EVs) over the next ten years. Credit Suisse
analysts have significantly raised their projections for the global
EV penetration rate by 2030 from 34% to 45%, up from just
4.5% in 2020. This will require a significant build-out of EV
charging infrastructure in large cities, which needs to be
connected to private homes and public charging stations.
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Bloomberg New Energy Finance (BNEF) estimates that
around 300 million charging stations will be required globally
by 2040, mostly for home charging, but around 24 million for
public charging, 12 million for workplace chargers and 4 million
for electric buses and trucks14. Credit Suisse projects that the
combined number of charging stations in the USA, Europe and
China would need to grow at a 25% compound annual growth
rate (CAGR) through 2030, with estimated infrastructure
investments of USD 1.5–4.0 billion per year.

Nuclear power capacity

Source IEA World Energy Outlook 2021, Credit Suisse

Labeling natural gas a transition fuel should also raise the
prospect of blue hydrogen becoming a “hydrogen bridge”
technology until green hydrogen becomes more cost competitive in five to ten years. Blue hydrogen is hydrogen that is
produced from natural gas, and the emitted CO2 is neutralized
with carbon capture and storage (CCS) technology during the
production process. Thanks to the CCS technology, up to
85%–90% of CO2 can be captured during the hydrogen
production process. Thus, in addition to remaining an important transition fuel in the power generation sector, natural gas
could also help to reduce CO2 emissions in hard-to-decarbonize heavy industries (e.g., steel and cement) through the
production of blue hydrogen.
In addition, biogas (produced from wastewater and sewage)
can also support the reduction of CO2 emissions. Thermal
hydrolysis plants apply high temperatures and pressure to
convert sewage sludge and wet organic waste into biogas.
According to Global Water Intelligence (GWI), a UK-based
market intelligence provider, the conversion of wastewater to
energy could become an important technology for water and
wastewater utilities, which consume about 3.7% of the world’s
energy annually13. They can use the biogas to generate their
own electricity in order to meet their net zero emission targets,
and they can turn waste into income by selling it as fertilizer.

China has been at the forefront in rolling out a publicly accessible EV charging network, with the number of charging stations
almost tripling from 300,000 in 2018 to 800,000 in 202015.

Electricity to go
Installation of EV public charging points, in million
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In just one month – December 2020 – China installed 112,000
public charging points, which is more than the entire public
charging network in the USA, according to Bloomberg.
Accordingly, the ratio of EVs to the number of public charging
stations in China is close to 5x, which is over three times
lower than the EV charging station ratio of 18x in the USA.
However, the Biden administration has taken important steps
to expand the EV charging infrastructure in the USA. Indeed,
the USD 1.2 trillion infrastructure plan has allocated around
USD 11 billion for the construction of 500,000 new EV
charging points by 2030.

The global rollout of 5G will continue for several years because
5G is expected to drive a significant step-up in wireless mobile
data traffic compared to the past upgrade cycles of 3G and
4G. Accordingly, the 5G upgrade cycle will not only last longer
but also result in higher capex requirements for service
providers and tower companies. We expect 5G to have at least
six years of elevated capex growth (versus four years for 4G),
with the next two years requiring the heaviest investment from
wireless service providers. In addition, the adoption of 5G
technology is expected to occur considerably faster than 4G,
which should bring forward returns compared to 4G.
In its November 2021 Mobility Report, Ericsson emphasized
that video traffic will be the most important driver of mobile data
consumption16. Wireless mobile data traffic is growing 30%–
40% per year, according to the report, as bandwidth-intensive
video applications continue to take market share from lowerbandwidth applications like calls and texting. New applications
like augmented reality and virtual reality, which consume even
more capacity, should grow the incremental usage of 5G
wireless networks. As such, the projected increase in wireless
mobile data usage will drive the requirements for wireless
telecom infrastructure investments, which is the major growth
driver of telecom tower and data center businesses.

Telecom infrastructure
It’s a wireless world
Telecom infrastructure assets (telecom towers and data
centers) provide defensive investments with above-average
growth opportunities. They are subject to long-term recurring
contracts with telecom operators (10-20-year initial contracts
with extension options) and offer some inflation protection as
lease rates are pre-agreed and typically include inflation
indices or fixed step-up clauses.
While in Europe, the indexation of lease rates to the consumer
price index provides full inflation protection, tower companies
in the USA only have limited protection based on a fixed 3%
annual rental rate increase. In emerging markets such as
Africa, lease rates are often indexed to energy prices. In
addition, telecom infrastructure assets have very significant
market entry barriers, as they require meaningful upfront
investments along with complex permission and planning
processes. For example, the construction of a telecom tower
can cost up to USD 300,000 in the USA and USD 100,000
in Europe.

Data in demand
Global mobile network data traffic, exabytes (EB) per month
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Source Ericsson Mobility Report, Credit Suisse
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Technology

Starting in November 2021, technology
stocks have repriced to reflect a higher
interest rate world, as well as the fact that
the very high growth rates during the
pandemic will not likely be sustainable
going forward. Yet the digital revolution
still has far to go. New catalysts are giving
impetus to our Technology at the service
of humans Supertrend, as new digital
worlds (i.e., the Metaverse), emerge and
create new business opportunities. Data
privacy and protection is another growing
area, as consumers become more aware
of its importance. The result is an ongoing
rebalancing of human activities across
real life and digital platforms in ways that
enhance customer experience, safety and
convenience.

Ones to watch
Software, IT services and platform companies that support the
transition of networks from enterprises to the cloud and offer
network security and industry automation processes.
Companies with strong exposure to the rollout of 5G networks/devices that help accelerate the adoption of virtual
reality (VR) and augmented reality (AR) applications. Firms
that increase efficiencies through the application of VR/AR
and thus enable the Metaverse.
Providers of artificial intelligence (AI) solutions and services for
healthcare and education, among other areas.
Companies focused on industrial automation solutions and the
manufacturing of collaborative robots; providers of quantum
technologies.
Companies in the healthcare sector that use digital technology,
robotics and big data analytics to improve execution in diagnostics, therapeutics, sequencing, mRNA technology and care.

This trend’s targeted areas of impact:
Uwe Neumann
Senior Equity Analyst,
Technology & Telecom
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Digitalization
Meet the Metaverse
The digitalization trend has clearly gained momentum during
the pandemic, as technology makes further inroads into our
daily lives. Remote working, video collaboration, online shopping, virtual doctor visits, and the use of augmented reality-based advice to provide remote maintenance services for
machines helped make our lives easier during a difficult time.
As a result, IT spending by enterprises is growing steadily. One
area that shows accelerating growth coming out of the
pandemic is cloud investments. By 2025, 51% of IT spending
in application software, infrastructure software, business
process services and system infrastructure markets will shift
from traditional solutions to the cloud, up from 41% in 2022,
according to estimates published in February 2022 by the
technology research firm Gartner ®17. This means more than
USD 1.3 trillion in enterprise IT spending is at stake in 2022,
rising to nearly USD 1.8 trillion in 2025, according to Gartner ®.

Destination cloud
Increased digitalization and modernization measures expected
to accelerate shift
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Another promising source of growth for the digitalization investment theme is a digital ledger technology-based Metaverse,
which should contribute to rising demand for IT infrastructure,
processing power, advertising, digital payments and social
media. Companies that can adapt their business cases to
these new technologies will likely gain a competitive advantage.
The use cases in the Metaverse are manifold for both consumerand enterprise-focused businesses. Advances in work collaboration, social media, entertainment, virtual worlds, education,
fitness, design or e-commerce are already visible, and sectors
such as healthcare, real estate and manufacturing could be
among the beneficiaries. Indeed, there is an atmosphere of
transformation like in the 1990s with the dawn of the internet
era. Many new players have entered the market over the past
two years, underscoring the renewed “entrepreneurial spirit”
within the sector. Established companies – both in the IT
sector and beyond – are preparing for the Metaverse. For
example, a French financial services provider developed with
Unity Software a 3D-augmented simulation tool that enables
real estate clients to visualize the city of Paris in the past,
present and future, helping to improve the development,
management and sales activities within its real estate department. Facebook, renamed Meta Platforms, sees the
Metaverse as a natural evolution of the internet to Web 3.0
from Web 2.0. Another area of focus within the digitalization
trend is the “end of cookies era” as consumers and businesses
become more sensitive about data privacy. Since Apple offered
its users the possibility to remove the IDFA (Identifier for
Advertisers) on their smartphones in 2021, companies have
started to invest in new customer data platforms (CDP) that do
not use cookies but instead leverage existing data about
customers. CDPs have the potential to be the foundational
software layer for an application’s entire front office, acting as
the “brain” that can make decisions to not only improve
customer experience but also make it hyper-personalized. The
collection, management and analysis of data is entering a new
dimension and thus a multi-year secular growth phase for
players in this area (mainly the software sector).
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Virtual reality
Living in a virtual world
The rapid emergence of the Metaverse is currently visible in
virtual game worlds, virtual concerts/events and, increasingly,
non-fungible token-based transactions. It has led to rising
demand for quality content that could help companies attract
more customers in a world where people are more and more
willing to shift some of their real-life activities to a virtual
environment. Virtual worlds have so far been synonymous with
gaming and thus deals on content such as Microsoft’s acquisition of Activision Blizzard or Discovery’s acquisition of WarnerMedia appear to be a precursor to a parallel business, sports
or entertainment world in the future. While it is still early days,
we believe the Metaverse could be an extension of virtual
reality (VR) and augmented reality (AR) with some gaming and
e-commerce aspects.
One example that highlights the immense scope of VR/AR
tech is a privately owned company called XYZ Reality, which
has designed an augmented reality device for the construction
industry that indicates when a building or machine construction/design deviates from the original plans and helps construction managers rectify the issue. Large-scale innovations,
however, are still being driven by the deep-pocketed tech
players. Meta Platforms, for example, reported strong traction
for its virtual reality headset Oculus Quest 2 in Q4, and said
that users had spent more than USD 1 billion on Quest store
content since its launch – a development that bodes well for
content companies. Meta is also making progress toward
Project Nazare, its first fully AR glasses. AR glasses will act as
an interface and a medium to access the Metaverse and are
thus expected to play a very important role in its growth.

Metaverse fuels growth in AR/VR headset market
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Artificial intelligence
Digital age workhorse
The pandemic has proven to be a massive disruptor in terms of
many traditional businesses during the past two years. At the
same time, it has acted as a catalyst for digital technologies, in
particular artificial intelligence (AI), machine learning and data
analytics. Consulting firm McKinsey & Company’s 2021
survey (The State of AI in 2021) found that 56% of survey
respondents reported AI adoption in at least one function, up
from 50% of respondents in 202018. In addition, more respondents reported that AI contributed to their bottom line. That
being said, we may still be some distance away from realizing
the full potential and widespread adoption of AI, as building
sizeable AI capabilities requires significant investment, AI talent
and computing power.
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Industry 4.0
While hyper-scale providers have somewhat bridged this gap,
we believe there is tremendous growth ahead. Putting this
opportunity into perspective, worldwide AI software revenue
should expand by 21% to USD 62.5 billion in 2022, with
growth coming from software demand for autonomous
vehicles, virtual assistants and knowledge management,
among other areas, according to a Gartner ® forecast19.
While we expect AI to create great value in the near future, it
has already made substantial inroads in recent years. Amazon
recently announced that Amazon Web Services (AWS) and
Gilead Sciences have agreed to collaborate on the development and delivery of new medicines to patients by using
AWS’s machine learning and analytics to improve clinical trial
design and advance data-driven decision making. In the
gaming world, Sony has developed an AI-based agent (Gran
Turismo Sophy) to make its Gran Turismo racing simulator
game more realistic. The program trains users continuously
through deep reinforcement learning and provides an enhanced competitive environment compared to traditional
gaming. Sony believes this innovation should open up new
opportunities in areas such as autonomous racing and driving,
high-speed robotics and control. Overall, we believe that AI
adoption will continue to expand due to its potential to fuel
innovation, increase scale, reduce costs and accelerate
growth.

Smarter supply chains
The start of the COVID-19 pandemic in 2020 was followed by
significant disruptions to supply chains. Both developments
highlighted the importance and need for greater investment in
digitalization. Building out capabilities for remote working,
digital salesrooms or virtual prototyping, as well as increasing
the digital expertise of a company are strong trends that have
emerged from the COVID era. Digitalization is also becoming a
factor in environmental, social and governance (ESG) criteria,
and it is clear that the “smart factory of the future,” including
supply chains, should also focus on sustainability. New
technologies including big data analytics, the cloud or the
Internet of Things (IoT) are needed to transform a company to
a smart (i.e., sustainable) supply chain, as well as provide more
exact, predictive information about the behavior of consumers,
employees and business partners. According to a McKinsey
survey of senior supply chain leaders in 2020, 85% of
respondents said they had inefficient digital technologies in the
supply chain and 93% said they plan to boost resilience across
their supply chain through measures including introducing
advanced analytics and adding to their digital supply chain
talent20. Apart from the increased focus on sustainable supply
chain investments, the rising usage of 3D digital twins (virtual
models designed to accurately reflect a physical object) also
remains a strong source of growth for more immersive collaboration, interactive 3D shopping capabilities, simulation &
robotics or real-time asset operations.
Relatedly, the “Great Resignation” wave during the pandemic
has led to tighter labor markets, but we believe it will be highly
positive for automation and robotics industries as employers
adopt these technologies to increase productivity and avoid
future disruptions. Robots today man warehouses, deliver food
and merchandise, help to perform surgeries and advise
financial customers: they are expected to create meaningful
competitive advantages for the companies that deploy them.
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Healthtech
Now entering the hologram
Innovation in electronic devices that integrate AI (e.g., natural
language recognition), AR or new sensor technology is driving
consumer interest in wearables to track their health in real
time. The use cases for wearables, however, are expanding
into other areas. When Alphabet announced the acquisition of
Fitbit in 2019, the use case evolved from measuring fitness
activity to a lifestyle device that can help prevent disease or
maintain good health, for example controlling weight or
monitoring physical activity. Indeed, diagnostic and therapeutic
purposes aimed at providing more personalized healthcare are
the new frontier for wearables. In addition to sleep and
neuro-monitoring devices, electrocardiographs, pain management and respiratory therapeutic devices, a wide range of new
low-cost wearables that can assess various physical quantities
has been developed during the pandemic. For example,
clothing that can detect when certain molecules or biomarkers
are present in sweat; face masks that analyze breath and can
detect airborne diseases; and contact lenses that can measure
the pressure of fluid inside eyes. Using several of these
devices in combination with telemedicine could help create a
clearer picture of a patient’s health and may lead to cost
reductions in the healthcare system. According to estimates
from ResearchandMarkets.com, the global wearable medical
devices market should rise to USD 24.38 billion in 2025 from
USD 10.28 billion in 202121.
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Real-time 3D holoscope

Telemedicine is another important driver of growth in healthtech, including surgical robots and the use of AI for drug
development. For minimally invasive surgical interventions, the
first 3D holoscope from the company RealView, which has
received US Food and Drug Administration approval, generates real-time holograms from standard 3D imaging sources.
These can be used for operations or education purposes.

Source Credit Suisse
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Investing for population aging

Therapeutics and devices
Care and facilities
Health and life insurance
Senior consumer choices
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At the heart of our Supertrend Silver
economy lies the projection that the
world’s senior population will double to
more than two billion by 2050. This shift
will create demand but also unearth
challenges that call for innovative
solutions – in the healthcare, insurance,
consumer and property markets. And
while today’s seniors play an important
role for companies that are currently
catering to this population, the long-term
trajectory will be underpinned by the
younger cohorts of today as they age. As
we look back at the accelerated adoption
of new behaviors, solutions and
technologies – including in the digital
space – we expect that they should
remain in place going forward.

Ones to watch
Biopharmaceutical, medical technology and life sciences
companies that address conditions affecting the elderly
through innovative products, such as RNA therapies or
antibody-drug conjugates.
Providers and operators of well-managed senior housing,
managed care organizations and telemedicine operators that
can direct patients to the most efficient care setting.
Health and life insurance companies, private wealth advisors
and asset managers with strong pricing capabilities.
Consumer companies focusing on basic needs, as well as the
more discretionary wishes of senior consumers, such as
tourism and beauty product companies, or manufacturers of
prescription glasses and hearing aids.

This trend’s targeted areas of impact:
Lorenzo Biasio
Senior Equity Analyst,
Healthcare
Samuel Traub
Equity Research Analyst,
Banks & Insurance
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Population growth expectation by gender (2050)

Therapeutics and devices
Backlog burden
Healthcare remains the sector most profoundly affected by an
aging population in the long term, but pandemic-induced
changes have altered the near and medium term perspective.
Many patients have missed medical check-ups, appointments
and diagnostic procedures due to the prioritization of
COVID-19 patients, combined with a reluctance on the part of
many patients to seek care amid concerns around infection
risk on healthcare premises. In the UK, for example, a House
of Commons report in December 2021 pointed to close to
six million people waiting for care – the highest level on record
– with 300,000 patients waiting more than a year 22. Similar
developments can be seen in other countries and regions. As
a delay in care can lead to unnecessary disease progression,
healthcare providers will need to tackle this backlog of patients
over the next couple of years, with respective volume implications for the producers of therapeutics and medical devices.
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Care and facilities
In terms of the bigger picture, we note that the incidence of
many chronic diseases increases with age, with co-morbidities
(i.e., patients having several diseases concurrently) being a
common occurrence. While disease-modifying drugs for some
of the most burdensome age-related diseases such as
Alzheimer’s remain elusive, with the advent of new biotechnologies, notably nucleic acid therapies, antibody-drug conjugates
and cell and gene therapies, we think the industry could deliver
therapy breakthroughs in diseases with significant unmet
needs, helping to sustain the innovation trajectory for years to
come. For example, the rapid uptake of mRNA technology for
certain COVID-19 vaccinations should help to instill confidence
about other mRNA applications in innovators, regulators and
patients.
The flip side of the coin of such innovation is the cost. Based
on the historical trajectory, healthcare costs are expected to
continue to rise at a rate of several hundred basis points above
gross domestic product (GDP) growth. Solutions are needed
to contain these costs, and we think technology will play an
increasingly important role in terms of prevention, (early)
diagnosis and treatment. Disease prevention is highly cost-efficient. Where prevention is not feasible, experience shows that
earliest-possible diagnosis – enabled by technological leaps in
liquid biopsies (an application of genetic sequencing) or
medical imaging, for example – improves the survival of
patients and typically mitigates costs. Finally, we cannot
imagine a future in which patients still trade in handwritten
doctors’ notes for prescription medications – making it a
question of when e-prescriptions and deliveries by online
pharmacies will finally go mainstream.
We believe that the focus on value-creating innovation is
critical, as it gives pharmaceutical, biotech and medtech
companies some negotiating leverage in the face of steepening healthcare costs. We thus focus on companies that have
demonstrated strength in innovation historically, or with regard
to the technologies outlined above and/or are cost leaders in
their respective geographical markets.

The future is choice
An aging population requires dedicated care options and
facilities. Today’s senior cohort often live a healthier and more
active life than earlier generations, which enables them to live
independently for longer and they seek to maintain this lifestyle
as long as possible. The one-size-fits-all retirement home of
the past will no longer satisfy the diverse demands of this
cohort. Builders and operators of dedicated senior housing
concepts, ranging from assisted living facilities and shared
(senior) housing to care-intensive nursing homes, will therefore
play a critical role in meeting this demand. Having said that, we
acknowledge the fine line that publicly-traded companies will
need to tread when trying to satisfy two very important – and
different – stakeholders: care home residents and shareholders. Those companies that do not get it right can find themselves mired in controversy, as is the case of a French care
home operator that was recently accused in a book of mistreating elderly residents to save costs.
Beyond the physical infrastructure, we have seen examples of
highly accelerated digital adoption during the pandemic. Take
the acceptance of telemedicine by both patients and providers
as a normal course of daily life. The most innovative telemedicine operators are cognizant of the value proposition that
comes from broadening their offering from urgent care toward
chronic care, opening up a vastly bigger market. In fact, a
recent McKinsey study suggested that by 2025, up to 25% of
the cost of care for Medicare patients in the USA could shift
from the clinic to the home23 – a development in which
telemedicine, complemented by remote diagnostics, would act
as a critical enabler.
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Within the field of care lies a problem: a shortage of nurses.
This issue will likely deteriorate in the future, particularly as
healthcare systems work through the pandemic-related
medical procedure backlog. We are cognizant of surveys
indicating that a quarter to half of the nurse workforce are
reconsidering their career due to factors such as fatigue,
compensation and a lack of recognition. While this development warrants political action, it nevertheless presents both
challenges and opportunities for private healthcare providers
and specialized companies, such as healthcare staffing
solution providers.

Health and life insurance
Pandemic highlights importance of safety net
Seniors have found themselves in the eye of the storm when it
comes to the COVID-19 pandemic. Besides their vulnerability
to a severe course of disease, the International Monetary Fund
(IMF) suggests that the pandemic could force more people to
retire early given poor labor market conditions, thereby
lowering pension levels and increasing the risk of old-age
poverty24. The IMF also sees the pandemic hitting pension
systems structurally: disability claims might increase while
funding suffers from a contracting wage base and/or a
temporary lowering of contribution rates. On the asset side,
financial market volatility might weigh on pension funds’
balance sheet positions. Finally, extensive state support
measures during the pandemic put further pressure on public
finances, which could affect state-funded or state-guaranteed
pension systems in the long term. In our view, these trends
reinforce our view that there is a growing need for private
sector pension solutions.

The pandemic’s strain on private sector health insurance
businesses has been rather limited until now. In developed
economies, public health systems (ultimately the taxpayers) are
poised to absorb the majority of COVID-19-related costs, with
many local differences. Depending on the region, however,
temporarily elevated death rates could weigh on life insurance
earnings. In the USA, the National Center for Health Statistics
(NCHS) reported that overall life expectancy decreased to
77.0 years in 2020 vs. 78.8 years in 201925. COVID-19
ranked third in terms of causes of death (after heart disease
and cancer) in the USA in 2020. According to the Swiss Re
Institute’s sigma report26, Latin America and in particular Brazil
and Mexico also face high loss ratios on life insurance.
However, excess mortality should fade as the adoption of
COVID-19 vaccines is reflected in the statistics.
Nevertheless, we believe that the need for life and health
insurance is still on the rise. Moreover, we believe that the
pandemic has increased general awareness regarding health
risks. The above-mentioned sigma study confirms this view,
citing higher risk awareness as a boost to global life premium
growth, which is expected to increase by 2.9% and 2.7% in
2022 and 2023, respectively – above their historical trends.
The strongest growth contribution is expected to come from
protection products. Overall, we see further scope for insurers
to expand in underpenetrated markets, especially via online
distribution.

US life expectancy
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77.0
Source NCHS, Credit Suisse
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Senior consumer choices
Ready to spend
Despite the above-mentioned challenges with regard to future
seniors’ finances, we note that today’s cohort are a powerful
consumer group with high spending power, reflecting the
accumulation of wealth over the course of their life coupled
with inheritances received around retirement age – another
effect of increasing longevity.
A (nascent) trend we are closely watching is the return of travel
and the consumption of experiences as we tentatively emerge
from the pandemic. Travel came to a near standstill at the
height of the pandemic, which put many private travel-related
companies without a sufficient safety net out of business and
created existential crises for publicly-traded ones. Now people
are ready to hit the road once again. Given the pent-up
demand, coupled with a high savings rate throughout the
pandemic, we expect a big initial boost to bookings. The
medium-term trajectory will in all likelihood depend on the
presence and level of continued mobility restrictions, inflationary pressures on travel prices and the potential resurgence of
COVID-19 or other pathogens. We see asset-light businesses
and offerings that are largely free of mobility restrictions as
relatively advantaged, as more asset-heavy business such as
cruise lines had to increase their indebtedness during the
pandemic, which could potentially weigh on their financial
profile against the backdrop of rising yields.

Residual healthcare items also fall under this subtheme, given
the fact that they are to a large extent typically covered
out-of-pocket by a patient (e.g., hearing aids or teeth implants).
Finally, we think it is important to understand the consumer
preferences in emerging markets given the significant proportion of future senior populations located there. While we –
based on sources such as the Credit Suisse Emerging
Consumer survey and multinational corporations’ presentations
– acknowledge the sustained brand equity of developed
markets’ brands in emerging markets, we are aware of the
possibility of changes to such consumer behavior, which could
create downside risks for incumbents.
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Millennials’ values

Digital natives
Fun, health and leisure
Green attitude

60 | 61

Millennials’ values

Supply chains and consumption trends
have yet to return to normal after the
COVID-19 crisis, creating a volatile
consumer environment in the short term.
Yet the long-term trends within our
Millennials’ values Supertrend are solidly
anchored. For example, digitalization is an
ongoing process, and the young
generation is set to integrate the
Metaverse into their everyday activities.
Governments are also incentivizing health,
a trend close to the Millennials’ hearts. A
recent Credit Suisse Research Institute
survey of young consumers found that the
young generations remain very concerned
about the environment and are highly
motivated to play their part in driving
change, especially in emerging markets,
which is a focus area for this trend.

Ones to watch
Global digital platforms that disrupt shopping, advertising,
media and the financial industry.
Companies active in fun, health and leisure, with a strong
presence in emerging markets (e.g., global brands, Chinese
domestic brands).
Companies that reflect the green attitude of Millennials (e.g.,
sustainable food, clean energy and responsible consumption
and production).

This trend’s targeted areas of impact:
Julie Saussier
Senior Equity Analyst,
Consumer Goods
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Digital natives

Essential components of the Metaverse

Moving to the Metaverse
The young generation has disrupted sectors before, for
example in retail. Millennials’ affinity for all things digital will
continue to set new consumer trends, such as the integration
of the Metaverse in their everyday activities. Many observers
are predicting that it could be as big and profitable as the internet. As a result, stocks even remotely associated with the
Metaverse have been on an upswing. People are expected to
increasingly play, socialize, work and, most importantly,
consume in the Metaverse, a more immersive 3D digital world
that runs parallel to the real world. We review the emerging
use cases in the Metaverse and identify the likely beneficiaries.

Devices/
Hardware
Infrastructure

For the time being, the Metaverse is a shared virtual space
where people are represented by digital avatars. Gaming
platforms bear the greatest resemblance to the Metaverse at
this stage. Hardware such as augmented reality (AR) and
virtual reality (VR) devices will need to improve to offer better
lenses and display, sharper on-device sensing and faster
processing. Higher network data rates and lower latencies are
also required. Credit Suisse expects unit sales of 42 million by
2025 (USD 12.6 billion revenue) in AR/VR headsets, i.e. a
36% compound annual growth rate (CAGR) in revenue over
2020-25.
Developers are buying land in the Metaverse to build hotels,
museums and art galleries to attract consumers and generate
traffic and engagement. As advertising will move in the
direction of the traffic, advertising agencies are starting to sell
Metaverse services to their clients, creating gaming or virtual
experiences for them. Consumers are likely to spend money in
the Metaverse. Already today, gamers are buying and upgrading their avatars in gaming platforms.

Metaverse
Evolution
to a more
immersive
3D internet

Currency/
Settlement

Content

Community

Source Credit Suisse
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Fun, health and leisure
While some of this activity may seem strange (e.g., prices for
digital clothing are close to or higher than in the real world at a
time when rising inflation poses a challenge for many to meet
ends financially), other applications complement real world
activities (e.g., sports, games, socializing). Brands are launching virtual play places on gaming platforms to dress avatars in
their gear. Non-fungible tokens (NFTs) of branded collectibles
are being acquired by consumers. Brands are also finding
innovative ways (e.g., fashion shows, parties, games) to access
their customers. The Metaverse is already hosting digital
concerts and dance parties. The concept was successfully
tested on gaming platforms and is likely to evolve with users
teleported into a remote concert. Such initiatives are also
convenient to use (i.e., they transcend physical/geographical
distances (no traffic jams), as well as threats to personal
security like COVID-19 infections or crime). Artists can
monetize their music directly in the Metaverse through ticketing, merchandising and live events. Artists are developing and
selling NFTs within the Metaverse and they can also earn
royalties. Film studios are releasing content or hosting marketing events in the Metaverse.
As with all new technologies, completely new use cases
are likely to emerge. For example, in the world of work in the
Metaverse, employees could view a colleague’s 3D design.
As no single company can build the Metaverse alone, many
players are likely to be involved in its construction. But companies will have to engage early to avoid being left out, and new
competitors could always emerge. For some, building the
Metaverse will require an investment phase before they can
reap a profit, while for others it is already emerging as an
additional business opportunity or a touch point with Gen-Z
consumers. The user base is dominated by younger generations at this stage, but we would expect a wider user base over
time.

Make way for wellness
The trend toward healthy living and wellness is increasingly in
focus, driven not least by the COVID-19 pandemic. This is a
very important trend for Millennials. Wellness is an umbrella
term for healthy living, encompassing enhanced nutrition and a
greater focus on physical and, increasingly, mental health.
Consumers and governments are becoming more aware of the
negative outcomes of unhealthy lifestyles; the United Nations’
Sustainable Development Goals (SDGs) focus in part on
healthy living and sustainability in the food system. The
Millennials generation has assumed a proactive role in this
area, taking a keen interest in health and wellness products.
The overarching consideration that is driving Millennials to
change their diets is health, as shown in the Credit Suisse
Research Institute’s latest survey of young consumers27.

Dimensions of wellness

Social
Develop connections to
others, for example through
sporting communities

Mental
Be aware of feelings
and pursue a resilient
mindset

Environmental
Take care of
your surroundings

Physical
Recognize the
importance of
physical activity

While there are many different variations on this theme, the initial idea for a wellness wheel
is attributed to Dr. Bill Hettler, co-founder of the National Wellness Institute.
Source Credit Suisse
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Green attitude
Outdoor activities, an active lifestyle and casual wear trends
were already growing in popularity in recent years, but the
pandemic has further accelerated growth in these areas. The
sportswear category (e.g., footwear, apparel) is booming. In
China, a new five-year (2021–2025) national fitness program
was recently launched that aims to bolster the sports industry.
While running and basketball are the most popular sports in
China today, interest in other sports including skiing, tennis,
golf and hiking is expected to pick up. Homegrown Chinese
sportswear brands will likely be the biggest beneficiaries of the
sports program, as Chinese Millennials are increasingly proud
of their national brands. In terms of the global landscape,
brands that innovate and have a strong connection with
outdoor enthusiasts are outperforming.
Functional food is another area that is experiencing strong
growth. Functional foods typically feature ingredients that offer
targeted health benefits, such as reducing the risk of disease,
in addition to providing nutrients and energy. The global
functional food and beverage market is expected to grow at a
double-digit pace in the coming decade, supported by consumer awareness of the benefits of a healthy diet, innovation
and supportive regulations. Plant-based alternatives to meat
and dairy products are also gaining in popularity, and the
potential addressable market could be substantial as such
alternatives become more mainstream.
Many wellness companies are disruptors, creating niche
segments and expanding the target audience for their products
and services. However, we note that recent news flow for
traditional consumer companies often concerns wellness-related topics, as they aim to take a growing share of this lucrative
space through their own product launches, as well as via
mergers and acquisitions. As large companies enter various
wellness sub-segments, the industry could grow even more
rapidly.

Adopting a more sustainable lifestyle
The Credit Suisse Research Institute (CSRI) recently surveyed
10,000 consumers aged 16 to 40 in both developed and
emerging markets28. The findings show that the young
generations remain very concerned about the environment and
are motivated to drive change and adopt more sustainable
lifestyles. This mindset matters, as the young generations
already represented 48% of global consumer expenditure in
2020, a number that is expected to rise to 68% by 2040,
according to Credit Suisse estimates. According to the survey,
young consumers said they are likely to invest in solar panels
and energy-saving technologies (e.g., insulation) for their
housing, and they plan to switch to electric vehicles from
traditional cars. Millennials believe food has a central role in the
fight against climate change and are ready to change their
dietary behavior accordingly. However, they still intend to buy
the latest fashion and travel by plane.
To address the issues of animal welfare, decarbonization and
feeding the world more sustainably, which are all important
topics for Millennials, an innovative solution is emerging in the
form of cultivated meat. According to the CSRI survey,
cultivated meat has already gained a strong acceptance
among Millennials, particularly in emerging markets, where
growing populations are fueling demand for protein.
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Cultivated meat consists of growing animal cells in a laboratory
setting. The animal cells are then harvested, shaped and
packaged into a final product. The production of cultivated
meat requires no animals to be slaughtered, and there is no
need for land, water and pesticides. Cultivated meat presents
a viable solution to meet the increasing protein requirements of
a growing global population. However, the starting costs to
produce cultivated meat are high; producing at scale in order to
reduce the cost to the equivalent of traditional meat is a
prerequisite for broad commercial use. While cultivated meat is
a highly scalable solution, its energy use is likely high as well,
hence the need to use renewable energy in the production
process.
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In December 2020, Singapore became the first country to
approve the use of cultivated meat products, in this case
cultured chicken. Cultured beef, pork, seafood and dairy are
expected to be next, and other geographical markets are
expected to approve the use of cultivated meat for consumption as they establish regulatory pathways to bring cultivated
meat products to market. For example, we could see the first
approvals in the US market in 2022, which would represent a
milestone in the development of cultivated meat. As cultivated
meat has a long shelf life, does not contain antibiotics (or
microplastics in the case of cultivated seafood) and is not
genetically modified, Millennials are likely to give it a try.
Given that the meat market itself is huge in size, grabbing a
share of it presents an attractive opportunity. Money is already
flowing into the field at the venture capital level, with production and commercial lines launched. Large consumer staples
companies are on the alert and making deals with cultured-meat
participants to gain exposure to the market. The first initial
public offerings are anticipated in the not-too-distant future.
While issues surrounding taste and the use of highly processed
ingredients, preservatives and salt continue to hold back the
development of plant-based meat, cultivated meat appears to
have passed the taste test, and the more bullish market
observers believe that cultivated meat may even surpass the
taste and texture of conventional meat and open the door for
new products.
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Decarbonizing the economy
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Sustainable transport
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We introduced this Supertrend in 2020, as
we saw an increased pace of change in
consumer behavior, companies’
production processes and actions by
governments to slow climate change. We
believe this transformation will occur over
many years. Looking at short-term
developments in this area, the recent
increase in energy prices should act as a
catalyst to cut the world’s dependence on
fossil fuels for electricity production and
transportation. The global food system,
responsible for well over 20% of global
greenhouse gas emissions (GHG), is also
in the process of reducing its carbon
footprint.

Ones to watch
Firms leading in renewables and other CO2 -free power
generation and electricity-storage technology providers.
Companies that accelerate building efficiency to reduce energy
consumption.
Energy companies that can square the circle by cutting GHG
emissions while maintaining dividend yields. Carbon-capture
technology companies and firms involved in blue and green
hydrogen capacity enhancements.
Transport companies with a strong commitment to a greener
future. Vehicle manufacturers (car, shipping, aerospace)
offering solutions to reduce the environmental footprint, such
as electric vehicles, sustainable fuels, hydrogen or other
technologies.
Companies providing technologies to improve sustainable food
production (i.e., precision agriculture, vertical farming technology, gene editing, waste management and food waste reduction). Meat processors with low GHG emissions and plantbased food product providers.

This trend’s targeted areas of impact:
Daniel Rupli
Head of Single Security Research

Jens Zimmermann
Senior Equity Analyst,
Energy & Utilities
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Electricity efficiency
Nuclear energy makes a comeback
Global wholesale electricity prices jumped in 2021 due to a
strong pick-up in power demand on the back of the global
economic recovery combined with supply chain challenges.
According to the latest electricity market report from the
International Energy Agency (IEA), demand for electricity
soared by 6% globally in 2021 – the largest increase in
absolute terms ever recorded29.
Renewable sources produced 6% more electricity than in the
previous year, according to the IEA, which underpins the
continued expansion of wind, solar, hydro and other environmentally friendly resources. However, it was not nearly enough
to meet the increase in global power; coal-fired production
reached the highest production volumes in history, leading to a
6.8% increase in CO² emissions globally.
In order to limit global warming to 1.5°C by 2100, the IEA
projects that global carbon emissions will need to reach net
zero by 2050, under the IEA’s so-called “Net Zero Emissions
by 2050” scenario (NZE). To reach net zero by 2050 – both
globally and across all industry sectors – carbon emissions in
the power generation sector need to decline the fastest and
reach net zero by 2040. As the NZE requires a much faster
electrification of all industry sectors, electricity demand under
the NZE is projected to more than double by 2040. Accordingly, under the NZE’s faster electrification scenario, the share
of wind and solar in power generation will need to reach 63%
by 2040 from 9% currently.

Fueling change
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Curtain down on carbon
Fuel mix in power generation under net zero emissions
Over the next three years, the expansion of renewable
production capacities is expected to absorb around 90% of
growth in global power demand30. In contrast, fossil fuel
electricity production is expected to stagnate in the short term
and substantially decrease thereafter as countries seek to
meet net zero emission targets by 2050.

TWh

The European Union (EU) has published a new green labeling
system, which is the first attempt by a major global regulator to
determine what counts as truly sustainable economic activity in
order to avoid “greenwashing” in the financial sector. Of note is
the EU’s proposal to recognize nuclear power and certain
forms of natural gas as “green” economic activities, which
could pave the way for investments in new nuclear power
plants and natural gas. While nuclear energy lags in terms of
costs, the capacity and availability factor of around 90%
makes the technology an important contributor of stable
base-load power. A lot of nuclear research has focused on the
development of small modular reactors (SMR) that are based
on passive safety systems. These SMRs could reduce the high
capital costs of traditional nuclear plants, while also limiting
potential safety issues through simpler designs with different
cooling systems.
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A more efficient (and reduced) use of electricity is another way
to cut carbon emissions. There is huge potential to increase
the energy efficiency of buildings through better insulation,
(e.g., windows during construction), improved heating and
cooling systems, renovation activities and smart energy usage.
In terms of the latter, more energy efficient devices (e.g.,
refrigerators, washing machines, dryers, water heaters,
computers and TVs) or the installation of smart meters can
also make buildings smarter.
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Green energy transition
Gas in transition
The oil and gas sector also needs to transform into a more
carbon-efficient sector. There are two key ways to decarbonize
the oil and gas sector: a substitution of heavier fuels to
liquefied natural gas (LNG); and a gradual expansion of carbon
capture facilities.
Gas remains an important transition fuel in global power
generation as long as cost efficient power storage solutions
from utility-scale batteries and green hydrogen remain elusive.
The EU Taxonomy includes certain forms of natural gas as
“green” economic activities: new gas power plants must either
generate emissions of less than 270g CO²/kWh; replace a
more polluting fossil fuel plant; receive a construction permit by
the end of 2030; and plan to switch 100% to renewable or to
low-carbon gases by the end of 203531.
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Sustainable transport
As China is equally committed to reducing its CO² emissions,
more coal-to-gas switching in China’s power generation sector
will keep demand for LNG strong over the coming decades.
Similarly, in Europe and in the USA, gas remains the transition
fuel of choice for the next decade because it will take years to
build new nuclear generation capacity.
The gas sector is already making strong decarbonization
efforts on its own. Australia, one of the leading LNG exporters, is developing the Moomba project, which uses a network
of depleted onshore gas reservoirs to capture carbon dioxide
from gas extraction, LNG liquefaction and the production of
blue hydrogen. Similarly, “carbon-neutral” LNG is produced
with responsibly sourced gas (RSG), with carbon offsets from
carbon capture and storage (CCS) and the electrification of
the liquefaction process. Thus, green LNG could become the
new LNG industry standard after the USA shipped its first
carbon-neutral LNG cargo from Sabine Pass in April 2021.
Finally, as highlighted in our Energy & water subtheme within
the Infrastructure Supertrend, carbon capture technologies
remain a key element in the energy transition to achieve global
climate goals.
For now, however, reliance on gas and the potential for
greenflation will continue to pose challenges as long as wind
and solar power are a less reliable source of electricity that
must be compensated by gas-fired generation at prices that
depend on macro and geopolitical factors. For example,
electricity demand in China was increasingly met by gas-fired
power generation in 2021 because falling coal supplies
reduced the share of China’s coal-fired power generation,
while low hydro levels weighed on China’s hydro power output.
Similarly, Europe suffered from low wind speeds in 2021,
which meant that Europe’s growing power demand following
the COVID-19 pandemic had to be compensated with thermal
power generation from coal and gas.

EVs take off
The adoption of electric vehicles (EVs) continues at a rapid
pace, though the global chip shortage has disrupted supply
chains recently and led to longer delivery times. In 2021,
global EV sales more than doubled to 6.7 million vehicles, of
which 4.8 million were battery EVs and 1.9 million were plug-in
hybrid models32. Demand was fueled by an increasing focus
on carbon neutrality targets, as well as favorable policies in the
USA and other countries. As such, Credit Suisse now projects
EVs, which include battery EVs (BEVs) and plug-in hybrid EVs
(PHEVs), to represent 45% of annual car sales by 2030
compared with 4.5% in 2020 (prior 2030 forecast: 34%). The
revised penetration estimates reflect a large upward revision to
BEV estimates (40% compared to 28% previously), while
estimates for hybrids/fuel cells remain unchanged, and the
PHEV estimate was revised slightly lower to 5% (prior: 6%).
By region, EV penetration estimates were revised upward in
the EU to 73% (prior: 62%), in China to 66% (prior: 42%), as
well as in North America to 50% (prior: 36%). Our estimates
reflect growing consumer acceptance of EVs and automakers’
increased commitment to EVs in order to stay relevant.
The current debate surrounding the next generation mobility
transition is less about potential EV demand and more about
securing supply. Most auto companies have announced targets
to go all-electric in this decade or next, which is causing a
ripple effect through the entire supply chain from semiconductors to batteries, lithium, nickel, graphite, cathode and separators. Hence, traditional car manufacturers are now taking a
more holistic approach to securing supply. This means investing not only in EV assembly capacity, but also in battery cell
manufacturing, pack assembly, and securing the raw materials
and electronic components.
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EVs poised to gain share rapidly this decade
Global automakers' annual sales mix by combustion type, in %
100
90
80
70
60
50
40
30
20
10
2017
ICE*

2021
Mild hybrid

Full hybrid

2025E
PHEV

BEV

2030E
Fuel-cell

*Internal combustion engine

Other than the recent supply challenges, the key headwind for
EV manufacturers has been surging commodity prices,
especially for lithium. This is leading to significant cost inflation
in battery materials. As supply for lithium is projected to remain
tight, auto companies are switching to lithium-iron-phosphate
(LFP) batteries (until now only widely used in China). LFP car
models have a low energy density and thus a 20%–25% lower
driving range, but are relatively safe and come with a 10%–
15% lower price tag, which should support demand for EVs in
the mid- to low-end segment. Furthermore, if ongoing innovations to enhance LFP’s energy density are successful, it could
further boost LFP adoption. Finally, the abundance of iron
compared to the much tighter nickel supply, along with better
availability of LFP cell capacity should help auto OEMs scale
up rapidly with LFP batteries. Credit Suisse projects China’s
LFP market share will rise to 67% by 2025 (vs. 38% in
2020), and the global (ex-China) LFP market share to rise to
15% by 2025 (vs. 0% in 2020).

Source EV World, S&P Global, Credit Suisse estimates

This could have implications for the relationship between auto
original equipment manufacturers (OEMs) and the existing
tier 1 auto suppliers, in that auto suppliers might become less
relevant as OEMs are more directly involved in designing and
sourcing components. In terms of auto suppliers, we prefer
those that are technology neutral and are well positioned to
benefit from the EV story. On the other hand, such a move
would mean higher capital investments for auto OEMs as they
enter activities outside their core manufacturing expertise.

In late 2021, the IEA presented its tracking report on international shipping, which accounted for around 2% of global
energy-related CO² emissions in 2020 and is not on track to
materially contribute to zero emission targets33. While the International Maritime Organization has initialized short-term
operational and technical measures, several countries and
shipping companies have stated that they will not be sufficient
to achieve net zero targets by 2050. We see this as an
opportunity for early movers with new technologies to optimize
energy usage in the industry, for example sustainable fuel or
more efficient and cleaner shipping technology.
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Agriculture and food
Cheat with meat
A sustainable global food system is urgently needed to address
a growing population that needs to be fed and an industry that
accounts for more than a quarter of global greenhouse gas
emissions. A study from Sandstrom et al. in 2018 suggests
that more than 80% of the sector’s emissions can be attributed to animal-related nutrition such as dairy products, meat and
eggs34. Freshwater consumption also has a very strong link to
the global food system and yields another challenge from a
sustainability perspective. Some 70% of annual freshwater
consumption is driven by agricultural production35. One solution
is to shift toward a more plant-based diet, which can help to
reduce GHG emissions but also has a positive impact on
malnutrition and obesity. For example, various studies suggest
that the protein in animal products can be replaced in part by
plant-based meat.
As such, the consumption of plant-based food products is
becoming increasingly popular. In 2020, global plant-based
meat accounted for just 0.3% of total meat category sales
(USD 1.4 trillion), while plant-based dairy represented 4.5% of
the total market (USD 0.5 trillion)36. However, plant-based milk
sales have already grown to 15% of total milk sales. If sales
growth and penetration of plant-based meat mimic those of
the more mature plant-based milk category, the addressable
market is substantial, in our view. Even after taking into
account the technical limitations in research and development
and pockets of consumer resistance, we estimate that the
alternative meat category could reach USD 16 billion by 2030 in
the USA, which would amount to a 7% share of the USD 220
billion conventional US meat industry.

In terms of global forecasts, a Bloomberg Intelligence report
forecast that the global plant-based meat retail market will
grow more than 17 times this decade to USD 74 billion,
reaching 5% penetration by 2030; while plant-based dairy
is projected to grow more than 2.5 times this decade to
USD 62 billion, reaching 10% penetration37.
Smart agriculture technological applications can help to
optimize the per square-meter efficiency of land in terms of
both growing population and GHG emissions. A sustainable
food solution system also paves the way for new sustainable
agriculture technologies, such as vertical farming. Sustainable
packaging, an optimized waste management system and a
general reduction in food waste will also contribute to addressing the climate change challenge in this industry, in our view.

Back to the roots
Global plant-based retail market size (base case)
By 2030

By 2025

USD bn

USD bn

161.9

77.8

5%
Penetration of total
meat market
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29.4
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Source Bloomberg Intelligence, Credit Suisse
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