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"BIOTECHNOLOGY, THE DEUS EX-MACHINA OF THE PLANET 

 

 Biotechnology, an integral part of chemical companies... 

 ... does it herald a new industrial revolution? 

 Europe is positioning itself as a leader in "bio" chemistry ... economically profitable.  

 

Chart of the Week 

Sector analysis 
 

After a complicated year in terms of health, consumers are increasingly expressing their preference for 

sustainable consumption and respect for the environment. Fossil fuels will be replaced by renewable 

energies; population growth requires increased productivity of crops and nutritional qualities of food; 

climate change will accelerate, and natural resources are dwindling, encouraging technologies that use less 

water or energy. Humanity faces many challenges and biotechnology is an integral part of the solutions or 

alternatives being considered.  

Biotechnology has been around for thousands of years, especially with the discovery of fermentation 

processes. It is the basis for the production of bread, wine, cheese and beer. Today, biotechnology defines 
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processes that use micro-organisms, including plants, bacteria and yeast, or their cellular constituents, such 

as enzymes, to modify living or non-living materials to produce goods or services. 

 

 The petrochemical sector in transition 

Regulatory requirements and consumer demand for more environmentally friendly and healthier products 

are forcing the chemical sector to transform itself. The range of biotechnology applications still represents 

only a tiny part of contemporary chemistry, but it is expanding rapidly, and an increasing share of company 

turnover is being allocated to research and development (see Figure 2).  

 

Graph 2 - R&D expenditure of chemical companies as a percentage of sales 

 

 

The introduction of innovative biochemicals is growing rapidly and is already found in many everyday 

products, ranging from laundry detergents to animal feed to biofuels. The bio-alcohol segment could grow 

by 10% per year and biochemicals for the food sector by 9% per year over the next ten years. Moreover, 

these new technologies, which are less energy-intensive and use less water and natural reserves, will also 

be less expensive to produce, offering a better return for the producing companies. 

 

 Industrial biotechnology 

Most of the major chemical companies have embraced 'white' or industrial biotechnology, exploring 

natural resources to replace synthetic products derived from hydrocarbons with biodegradable products. 

It is estimated that the use of industrial biotechnology can lead to a reduction of carbon dioxide emissions 

by up to 50%, energy consumption by 20% and water consumption by 75%. It can also lead to a reduction 

in capital and operating costs of 10% to 50%. In addition, as many of these products do not require long 
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regulatory lead times to be validated, commercialisation is rapid. New industrial processes can go from 

laboratory study to commercial application in two to five years, compared to a decade for drugs. 

For example, the product sunliquid® developed by Clariant (see Figure 3) meets all the requirements of an 

innovative, technically, and economically efficient process for the conversion of agricultural residues into 

climate-friendly biofuel. By integrating enzyme production into the process, it was possible to overcome the 

technological challenges and reduce production costs sufficiently to achieve a commercially viable basis. 

 

Figure 3 - Clariant sunliquid®: Manufacturing process  

 

 

Another example is biopolymers, whose global market is expected to generate revenues of about $21.7 

billion by 2025, with an annual growth rate of about 11.2%. Among the best known and most widely used 

biotech polymers are bio-polyesters, produced by bacteria or large-scale transgenic plants. They are fully 

biodegradable, releasing water and carbon dioxide into the environment. The first major industrial 

development took place in 2009, when the Coca-Cola Company marketed composite plastic bottles made 

from 30% ethylene glycol bio-monomers and recycled PET. 

Finally, at Givaudan, the manufacturing of "green" active cosmetic ingredients is based on biotechnology 

rather than traditional chemistry. Fermentation and bioconversion processes are based on the 

transformation of sugar using local raw materials - mainly wheat and sugar beet. The use of micro-

organisms or enzymes are natural processes that result in the use of less hazardous and more 

environmentally friendly solvents. 

Novozymes, a Danish company specialising in the use of microbes and enzymes in agricultural and 

industrial applications, has a 47% share of the $4.6 billion industrial enzyme market, which is expected to 

grow 7% annually. Its products have multiple applications (see Figure 4). Industrial enzyme solutions are 

mainly used to process proteins, fats, grains, fruits, and vegetables. They improve food quality, increase 

crop yields, reduce costs, and cut waste. 

 

 

Production Integrating 

enzymes allows for the lowest 

possible processing costs. 

Source: Clariant Annual Report, Atlantic Financial Group 
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Figure 4 - Novozymes' research and activities are based on bio-innovation. 

 

 Environmental biotechnology  

Sectors of activity concerned with environmental biotechnology include decontamination of polluted 

sites, treatment and recycling of waste and odours, water treatment, monitoring of pathogens in the 

environment and renewable energy. Replacing chemical materials and processes with biological 

technologies can reduce environmental damage. Waste can either be purified or modified by recycling it 

to make new products. 

The global water market, growing at an average annual rate of 6.7%, will be worth more than USD 240 

billion by 2027. It is driven by population growth and urbanisation in emerging countries, increased 

attention to water quality and public health, growing industrial demand and stringent government 

regulations on wastewater treatment.  

Biotechnological interventions will be needed to develop new microbial strains that can break down 

recalcitrant organic matter in effluent, and that can also operate under extreme conditions of pH, salinity, 

etc. According to Jens Kolind, Vice President of Novozymes, the water industry is perfectly placed for a 

'paradigm shift'. Capturing phosphorus from wastewater for reuse as fertiliser is a clear example.  

 

 Green biotechnology: agriculture and food sector 

Advances in biotechnology are part of the green revolution needed to ensure that the agricultural industry 

can continue to feed the world's 8 billion people. Moreover, due to climate change and extreme 

Bioenergy

•Novozymes promotes 
the development and 
deployment of low-
carbon fuels for the 
transport sector.

•Enzymes and yeasts are 
critical for converting 
grains and straw into 
fuel ethanol, enabling a 
saving of 1,100 –2,200 
kg of CO2 emissions per 
1,000 liters of gasoline. 

Household Care

•Renewed industry focus 
on sustainable 
detergents by replacing 
chemicals with 
biological alternatives.

•Growing consumer and 
professional interest in 
microbial and bio-based 
cleaning solutions.

Agriculture, Animal 
Health & Nutrition

•Bio-based solutions 
increase agriculture 
yields by improving 
plants’ access to 
nutrients in the soil and 
animals’ access to 
proteins and minerals in 
the feed.

• I.e. Enzymes can save 
approximately 130 kg of 
CO2 emissions per 
1,000 chickens by 
increasing the animals’ 
access to starch in the 
feed. 

Food, Beverage & 
Human Health

•Consumers demand 
better and  more 
convenient food with  
attention to natural, 
healthy and sustainable 
ingredients...

•Free from additives, 
unwanted compounds 
but with dietary 
beneficial bacteria and 
enzymes for improved 
gut health.

Grain & Tech Processing

• Increased public 
demand for sustainable 
fashion  leading to 
renewed interest for 
biological alternatives 
to harsh chemicals 
currently being used.

•Novozymes' solutions 
help save chemicals, 
water, steam and 
electricity. For example, 
textile production saves 
350 kg of CO2 per ton 
of fabric produced.

Source: Novozymes Annual Report, Atlantic Financial Group 
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conditions, the traditional agricultural system is being challenged and biotechnology is the key to its 

transformation.  

Its main contribution to agriculture is the possibility of creating new species through gene transfer 

between different organisms to develop plants of technological or economic interest. The main 

characteristics of genetically modified crops (GMOs) are resistance to insects and herbicides, increased 

productivity, and tolerance of plants to adverse soil and climatic conditions.  

Between 1996 and 2018, GM crops surfaces increased from 1.7 million hectares to 191.7 million hectares. 

This is the most rapidly adopted technology in the history of modern agriculture. On average, the adoption 

of GM crops has reduced the use of chemical pesticides by 37% and increased crop yields by 22%.  

Agrochemical companies are also increasingly interested in biological raw materials to develop biological 

fertilisers and herbicides. Other biotechnologies are looking for solutions to reduce pollution generated 

by the agricultural sector, especially livestock farming, which is responsible for 30% of CO2 emissions. 

 

Graph 5 – How to reduce cows’ methane production: 

 

 

 

 Valuation 

The Chemicals sector, after suffering from lower sales volumes in 2020 due to the Covid-19 crisis, seems 

to have already anticipated the recovery. Although valuations remain high with a sector average 

EV/EBITDA of 13.3x and EV/Revenue of 3x, companies with good financial discipline will be able to benefit 

from operational leverage as the economy recovers. The sector is also highly correlated to commodities 

(see Chart of the Week) on which it depends to extract its chemical compounds, with costs systematically 

passed on to the end consumer. Finally, the strategic portfolios repositioning towards biodegradable and 

value-added products, via mergers and acquisitions, should also allow synergies to be extracted and 

margins to be improved. 

The speciality chemicals sector is well positioned to meet the major challenges of sustainable 

development as solution providers. This commitment is not only reflected in the rhetoric of its leaders but 

also in investments, initiatives, new measures, and internal benchmarks. It is clear that new 

Source: www.parlonssciences.ca, Atlantic Financial Group 

Methane from enteric fermentation could 

be lessened through biotechnological 

innovations in animal nutrition and health. 
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technologies/solutions, corporate awareness and ESG opportunities now provide clear secular growth 

drivers within the sector. 

 

Conclusion:  

While US companies were early adopters of biotechnology, including GMOs, in agriculture, European 

chemical companies have made the transition to biochemicals more quickly. 25% of their ingredients are 

now of biological origin compared to only 10% for US companies. Technological advances are allowing these 

new components to become price competitive with hydrocarbons and to enrich the value chain of the final 

products. In the coming years, chemical companies should keep an eye on these major trends that are 

shaping consumer preferences and the end-market environment, in order to focus on new growth 

opportunities and extract more value from current resources and assets. 
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RETURNS ON FINANCIAL ASSETS 

   

Markets Performances

(local currencies)

Last 

Price

Momentum 

Indicator (RSI)
1-Week (%) 1-Month (%)

2021

Year-to-Date (%)
2020 (%) 2019 (%)

Equities
World (MSCI) 671.4         51.87 -0.4% -1.0% 4.3% 16.9% 27.3%
USA (S&P 500) 3 913          52.99 -0.7% 0.3% 4.5% 18.4% 31.5%
USA (Dow Jones) 32 628       61.41 -0.4% 3.8% 7.1% 9.7% 25.3%
USA (Nasdaq) 13 215       47.75 -0.8% -4.7% 2.7% 45.1% 36.7%
Euro Area (DJ EuroStoxx) 424.6         61.38 0.0% 2.6% 7.1% 0.8% 27.3%
UK (FTSE 100) 6 709          52.32 -0.7% 2.0% 4.8% -11.4% 17.2%
Switzerland (SMI) 10 967       58.67 1.7% 3.6% 3.6% 4.3% 30.2%
Japan (Nikkei) 29 174       55.22 0.2% -0.7% 8.6% 18.3% 20.7%

Emerging (MSCI) 1 337          43.90 -0.8% -6.4% 3.7% 18.8% 18.8%
Brasil (IBOVESPA) 116 222     53.17 1.8% -1.9% -2.3% 2.9% 31.6%
Russia (MOEX) 3 480          52.12 -1.8% 0.5% 5.8% 14.8% 38.4%
India (SENSEX) 49 403       47.04 -1.8% -1.9% 4.6% 17.2% 15.7%
China (CSI) 5 057          37.82 -2.7% -13.4% -3.9% 29.9% 39.2%

Energy (MSCI World) 170.9         51.24 -5.5% 5.0% 19.3% -27.7% 13.9%
Com. Serv. (MSCI World) 109.12       52.41 0.0% -1.4% 8.5% 24.2% 25.1%
Materials (MSCI World) 345.8         51.11 -1.5% 0.5% 6.1% 21.6% 20.8%
Info. Tech. (MSCI World) 453.6         43.67 -1.2% -6.1% 0.0% 46.2% 47.5%
Utilities (MSCI World) 148.7         54.69 0.3% 0.7% -1.4% 4.8% 22.3%
Financials (MSCI World) 138.5         63.04 -0.6% 4.1% 12.4% -3.1% 24.1%
Cons. Staples (MSCI World) 260.9         58.71 0.8% 0.6% -2.2% 8.8% 22.4%
Health Care (MSCI World) 316.1         48.85 0.8% -1.7% -0.2% 15.4% 23.3%
Cons. Discret. (MSCI World) 390.8         50.80 0.3% -3.6% 3.2% 37.0% 28.2%
Industrials (MSCI World) 307.6         61.12 -0.2% 2.8% 6.5% 11.8% 27.2%

Bonds (FTSE)
USA (7-10 Yr) 1.68% 23.52 -0.6% -3.0% -6.1% 9.3% 7.4%
Euro Area (7-10 Yr) -0.05% 46.32 0.0% 0.0% -1.7% 4.5% 6.7%
Germany (7-10 Yr) -0.32% 40.39 -0.1% -0.3% -2.5% 3.0% 3.0%
UK (7-10 Yr) 0.81% 35.87 -0.1% -1.2% -4.9% 5.4% 4.8%
Switzerland (7-10 Yr) -0.27% 46.26 0.0% 0.1% -1.3% 0.4% 2.0%
Japan (5-10 Yr) 0.08% 45.89 0.0% 0.0% -0.5% -0.1% 0.0%
Emerging (5-10 Yr) 4.50% 39.66 0.2% -1.8% -5.0% 5.2% 13.3%

USA (IG Corp.) 2.32% 31.28 -0.4% -2.4% -5.3% 9.9% 14.5%
Euro Area (IG Corp.) 0.36% 42.23 -0.2% -0.4% -0.8% 2.8% 6.2%
Emerging (IG Corp.) 3.85% 38.40 0.1% -1.0% -1.1% 8.1% 13.1%

USA (HY Corp.) 4.55% 30.61 -0.5% -1.3% -0.1% 7.1% 14.3%
Euro Area (HY Corp.) 3.07% 53.03 -0.2% -0.2% 1.3% 2.3% 11.3%
Emerging (HY Corp.) 6.27% 47.49 0.5% -0.7% -2.0% 4.3% 11.5%

World (Convertibles) 438.6         43.74 -1.4% -5.9% 2.4% 38.8% 17.3%
USA (Convertibles) 591.8         43.89 -2.0% -7.6% 2.9% 54.5% 22.8%
Euro Area (Convertibles) 4 036          45.19 -0.4% -1.1% -2.0% 6.1% 7.6%
Switzerland (Convertibles) 186.5         49.47 0.0% 0.1% -0.2% 0.5% 2.4%
Japan (Convertibles) 202.2         66.46 1.0% 0.8% 4.0% 2.8% 2.6%

Hedge Funds (Crédit Suisse)
Hedge Funds Indus. 685.5         72.65 n.a. 2.3% 2.1% 2.5% 9.3%
Distressed 892.4         69.66 n.a. 3.5% 3.8% 1.5% 1.4%
Event Driven 752.4         72.39 n.a. 3.1% 4.6% 3.1% 8.2%
Fixed Income 380.4         73.35 n.a. 0.4% 1.7% 2.2% 6.1%
Global Macro 1 113.0      71.13 n.a. 0.9% 1.2% 2.0% 10.4%
Long/Short 869.9         65.03 n.a. 1.6% 1.6% 3.6% 12.2%
CTA's 321.7         60.77 n.a. 3.1% 1.9% -3.2% 9.0%
Market Neutral 277.0         60.86 n.a. 1.5% 1.4% -0.1% 1.6%
Multi-Strategy 657.8         71.93 n.a. 1.5% 1.0% 1.4% 7.3%

Volatility
VIX 22.05         45.42 1.3% -5.0% -7.9% 65.1% -45.8%
VSTOXX 18.40         43.03 -1.7% -10.2% -21.3% 67.5% -41.5%

Commodities
Commodities (CRB) 505.0         n.a. 1.7% 5.0% 13.8% 10.5% -1.9%
Gold (Troy Ounce) 1 730          42.79 -0.1% -4.4% -8.9% 24.9% 18.3%
Oil (WTI, Barrel) 61.42         49.16 -6.1% 3.7% 26.6% -20.5% 34.5%
Oil (Brent, Barrel) 63.30         46.13 -6.9% 3.2% 25.3% -23.0% 24.9%

Currencies (vs USD)
USD (Dollar Index) 92.056       60.77 0.2% 2.3% 2.4% -6.7% 0.2%
EUR 1.1883       39.36 -0.4% -2.3% -2.7% 9.7% -2.2%
JPY 108.72       31.14 0.4% -3.3% -5.0% 5.3% 0.9%
GBP 1.3848       46.36 -0.4% -1.5% 1.3% 2.8% 3.9%
AUD 0.7720       46.78 -0.5% -2.5% 0.3% 9.5% -0.4%
CAD 1.2505       58.09 -0.3% 0.9% 1.8% 1.8% 5.0%
CHF 0.9298       35.82 -0.2% -3.6% -4.8% 9.8% 1.4%
CNY 6.5100       42.57 -0.2% -0.7% 0.3% 6.7% -1.2%
MXN 20.755       46.38 -0.5% -0.1% -4.1% -4.9% 3.8%
EM (Emerging Index) 1 711.4      46.59 0.1% -0.9% -0.5% 3.3% 3.1%

Source: Bloomberg, Atlantic Financial Group Total Return by asset class (Negative \ Positive Performance)
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DISCLAIMER  

    

This document is issued by Atlantic Financial Group (hereinafter “Atlantic”). It is not intended for distribution, publication, or  use in any jurisdiction where 

such distribution, publication, or use would be unlawful, nor is it aimed at any person or entity to whom it would be unlawful to address such a document. 

This document is provided for information purposes only. It does not constitute an offer or a recommendation to subscribe to, purchase, sell or hold any 

security or financial instrument. It contains the opinions of Atlantic, as at the date of issue. These opinions and the information herein contained do not take 

into account an individual’s specific circumstances, objectives, or needs. No representation is made that any investment or strategy is suitable or appropriate 

to individual circumstances or that any investment or strategy constitutes a personal recommendation to any investor. Each investor must make his/her own 

independent decisions regarding any securities or financial instruments mentioned herein. Tax treatment depends on the individual circumstances of each 

client and may be subject to change in the future. Atlantic does not provide tax advice. Therefore, you must verify the above and all other information provided 

in the document or otherwise review it with your external tax advisors. 

Investment are subject to a variety of risks. Before entering into any transaction, an investor should consult his/her investment advisor and, where necessary, 

obtain independent professional advice in respect of risks, as well as any legal, regulatory, credit, tax, and accounting consequences. The information and 

analysis contained herein are based on sources considered to be reliable. However, Atlantic does not guarantee the timeliness , accuracy, or completeness of 

the information contained in this document, nor does it accept any liability for any loss or damage resulting from its use. All information and opinions as well 

as the prices, market valuations and calculations indicated herein may change without notice. Past performance is no guarantee of current or future returns, 

and the investor may receive back less than he invested. The investments mentioned in this document may carry risks that are difficult to quantify and integrate 

into an investment assessment. In general, products such as equities, bonds, securities lending, forex, or money market instruments bear risks, which are 

higher in the case of derivative, structured, and private equity products; these are aimed solely at investors who are able to understand their nature and 

characteristics and to and bear their associated risks. On request, Atlantic will be pleased to provide investors with more detailed information concerning risks 

associated with given instruments. 

The value of any investment in a currency other than the base currency of a portfolio is subject to the foreign exchange rates. These rates may fluctuate and 

adversely affect the value of the investment when it is realized and converted back into the investor’s base currency. The liquidity of an investment is subject 

to supply and demand. Some products may not have a well-established secondary market or in extreme market conditions may be difficult to value, resulting 

in price volatility and making it difficult to obtain a price to dispose of the asset. If opinions from financial analysts are contained herein, such analysts attest 

that all of the opinions expressed accurately reflect their personal views about any given instruments. In order to ensure their independence, financial analysts 

are expressly prohibited from owning any securities that belong to the research universe they cover. Atlantic may hold positions in securities as referred to in 

this document for and on behalf of its clients and/or such securities may be included in the portfolios of investment funds as managed by Atlantic. 

 


