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Fast Fashion: Climate and Environmental challenges
and opportunities

Fashion accounts for an estimated 10% of global carbon emissions,
which is more than the emissions of the shipping and airline industry
combined. Fast fashion, defined as ‘inexpensive clothing produced
rapidly by mass-market retailers in response to the latest trend’, is
heavily criticised for driving these emissions through a combination of
high volumes and material choice. Relatedly, the environmental
impacts of fashion are profound in terms of water use, microplastics
and the use of synthetic dyes and chemicals in textile production.

Unsurprisingly, fast fashion companies have been under pressure in
recent years to show commitment to greater sustainability. While
much is said by companies about their commitment, it is important to
dig deeper to evaluate the true sustainability credentials of these
firms.

The key drivers of emissions and environmental damage in this sector
are:

Materials

Producing clothes can vary significantly in terms of environmental footprint.
Key factors to look out for in terms of climate and environment impacts include:

1. Energy inputs to production
2. Land use/management

3. Crop yield

4. Water & chemical use.

The treatment (i.e. use of pesticides, water, heating or cooling) required to
produce source materials influences the climate and environmental impact
they have. While some materials have a naturally lower carbon footprint and
are less environmentally damaging, farming practices, land management
and energy use can have a big impact too. On the latter, energy use in terms
of efficiency and renewable use are seen as leading factors to reduce
emissions in this sector.

Materials can be roughly categorised into plant-based fibres, animal-based
fibres, plant-based man-made fibres and man-made synthetic fibres.
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Fibre:

Plant-based

Material:

Cotton, Hemp, Linen (Flax), Bamboo
Challenges:

Non-organic plant-based materials are damaging to the climate and biodiversity mainly
due to fertiliser and pesticide use, soil degradation, land use and crop yield.

Cotton is heavily water intensive. Evidence is mixed on whether organic cotton is better for
water use despite claims - it likely depends on farming practice and yields.

Bamboo is fast growing so has strong yield but manufacturing is often water and chemical
intensive.

What to look for:

Organic natural fibres don't require pesticides so less damaging to environment.
Hemp and linen are less water-intensive than cotton.

Hemp provides best biodiversity profile.

For cotton, look for recycled options, organic (with caution - look for info on farming
practices/yields) and/or certified Better Cotton Initiative.

Farming practices affect the climate and environment impacts of plant-based fibres:
maximising crop yields and lower tillage, fertiliser management and efficient irrigation can
improve climate and environment outcomes.

Fibre:

Animal-based
Material:

Wool, Silk, Fur, Leather
Challenges:

Animals - particularly cows and sheep - lead to land & forest clearing for grazing and they
produce high amounts of methane.

Wool carries a high emission footprint because sheep are reared for this purpose.

For leather, the hide is technically a small proportion of the carbon footprint when it is a
by-product of the meat industry but is a fundamental part of the cattle industry so hard to
disentangle. It is also heavily water-intensive and requires extensive chemical treatment.

Be cautious on ‘vegan leather’ as they can carry a high emissions footprint too (avoid PVC-
based). Faux fur contributes to microfibre pollution.

Silk production has high GHG emissions due to storage and production requirements.
What to look for:

Recycling schemes and initiatives to lengthen the life of a product can help reduce the
impact of animal-based textiles but only to a point.

Recycled animal-based products are better than virgin products.

Natural alternatives like cork and pineapple leaf fibre are a more sustainable option for
imitation leather than the plastic-based ones that proliferate, both in terms of emissions
and biodiversity damage.

Fibre:

Plant-based man-made
Material:

Man-made cellulosics including viscose aka rayon, lyocell (branded Tencel), pineapple leaf
fibre

Challenges:

Wood pulp fabrics deplete forests: estimates suggest almost half of rayon in the fashion
industry has been linked to ancient or endangered forests.!

Viscose is also highly energy and chemical intensive.

! Professional Clothing Industry: https://pciaw.org/rayon-unravelled-fashions-most-confusing-fibre-has-a-dark-past-but-hopeful-future/



What to look for:

@ 'redwheel Look for company commitment to sustainable sourcing of wood pulp fabrics. This is likely

to be challenging in fast fashion due to the high demand for these fabrics and high volume
of production.

Lyocell is a strong option. It comes from eucalyptus trees that grow quickly, don't require
irrigation, is a closed loop system in terms of chemical use and uses much less water than
cotton. Investors should check the manufacturing process and energy inputs to fully
understand the emissions footprint.

Ecovero is a good example of a pulp-based fabric with strong sustainable credentials in
terms of forest protection and waste chemical management.

Pineapple leaf fibre (Pinatex) is growing in use and has relatively low environmental
impact.

Fibre:

Man-made synthetic

Material:

Polyester, nylon, acrylic, polyolefin
Challenges:

Synthetic fibres are made from polymers derived from fossil fuels so carry a high carbon
footprint, are not biodegradable and secrete microplastics into the environment.

Polyester is highly water intensive and polyester dye tends to be damaging to the
environment.

Nylon production is energy-intensive and produces nitrous oxide so carries high emissions
and is also water-intensive.

What to look for:

Recycled synthetic materials (recycled polyester, econyl) are better than virgin synthetic
materials, particularly where the textile doesn’t require frequent washing so reducing
plastic secretion.

However, recycled polyester is still not biodegradable and eventually contributes to plastic
pollution.

Volumes

The fundamental challenge for fast fashion in the context of sustainability is the high volumes of
goods produced and distributed. Ever higher volumes of product limit the potential cuts to
emissions and environment improvements.

Fast fashion inputs can be made more sustainable but the focus on volumes limits the
ultimate path for sustainability in the absence of significant technological advances. While
fabric choice, innovation and renewable energy inputs can help, there is a natural limit
until broader clean energy technologies become available: high volumes of textiles mean
high volumes of natural resources, which are fundamentally scarce, as well as emissions
and damage from the packaging and transport required to get these high volumes of
product to the consumer.

While consumer preferences play an important role in driving high volumes, consumer
preferences are not created in a vacuum; marketing and advertising, particularly in the
context of social media and influencer company collaboration, is an important driver of
these preferences.

Life cycle

Related to the issue of volumes and material choice, the life cycle of textiles is an important
component of sustainability. With high volumes of textiles being pumped out, the average
life span of a high street garment is claimed to be just seven wears. The natural corollary
of this is huge volumes of textile waste going to landfill or incineration, not to mention
massive resource depletion.

This underscores the relevance of recycling initiatives to reduce waste and maximise the
potential use of these textiles. Regulatory pressures are pushing in this direction in the EU;
the Commission’s environment minister has said that “by 2030, textiles placed on the EU
market should be long-lived and recyclable, made to a large extent of recycled fibres.”?

However, recycling is not straightforward and technology in this space is still evolving.
While pure cotton or polyester is relatively straight forward to recycle, multi-material
fabrics or garments with buttons, zips etc. are much more complex and problematic.

Furthermore, the type of recycling technology depends on the fabric composition.
Synthetic fibres can be chemically recycled while natural fibres are mechanically recycled.

2 European Commission, EU strategy for sustainable and circular textiles. https://environment.ec.europa.eu/strategy/textiles-
strategy_en#:~:text=The%20Commission%275%202030%20Vision%20for%20Textiles%20is%20that,in%20respect%200f%20social%20rights%20and%20the%20environment
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Chemical recycling is generally thought to carry higher emissions and more toxic waste
than mechanical recycling, though the precise approach and energy inputs affect the
overall picture.

Indeed, the reality is that clothes are rarely recycled into new clothes. Materials
(particularly natural fibres) lose value and structure when they are broken down in
recycling, so, often recycled textiles are used for insulation or carpet padding rather than
new textiles. Textiles are also burned for energy, releasing toxic chemicals and emissions
into the environment.

Recycling schemes can mean exporting the problem from wealthy to poorer countries,
with little visibility of the ultimate destination or result. As such, transparency and
traceability in recycling statistics is an important component of the overall sustainability of
a recycling scheme.

Key Information

No investment strategy or risk management technique can guarantee returns or
eliminate risks in any market environment. Past performance is not a guide to
future results. The prices of investments and income from them may fall as well as
rise and an investor's investment is subject to potential loss, in whole or in part.
Forecasts and estimates are based upon subjective assumptions about
circumstances and events that may not yet have taken place and may never do so.
The statements and opinions expressed in this article are those of the author as of
the date of publication, and do not necessarily represent the view of Redwheel. This
article does not constitute investment advice and the information shown is for
illustrative purposes only.
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Disclaimer

Redwheel © is a registered trademark of RWC Partners Limited. The term “Redwheel” may include
any one or more Redwheel branded entities including RWC Partners Limited and RWC Asset
Management LLP, each of which is authorised and regulated by the UK Financial Conduct Authority
and, in the case of RWC Asset Management LLP, the US Securities and Exchange Commission; RWC
Asset Advisors (US) LLC, which is registered with the US Securities and Exchange Commission; and
RWC Singapore (Pte) Limited, which is licensed as a Licensed Fund Management Company by the
Monetary Authority of Singapore.

RWC may act as investment manager or adviser, or otherwise provide services, to more than one
product pursuing a similar investment strategy or focus to the product detailed in this document.
RWC seeks to minimise any conflicts of interest, and endeavours to act at all times in accordance
withitslegaland regulatory obligations as well as its own policies and codes of conduct.

This document is directed only at professional, institutional, wholesale or qualified investors. The
services provided by RWC are available only to such persons. Itis notintended for distribution to
and should not be relied on by any person who would qualify as aretail or individual investor in any
jurisdiction or for distribution to, or use by, any person or entity in any jurisdiction where
such distribution or use would be contrary tolocal law or regulation.

This document has been prepared for general information purposes only and has not been
delivered for registration in any jurisdiction nor has its content been reviewed or approved by
any regulatory authority in any jurisdiction. The information contained herein does not constitute:
(i) a binding legal agreement; (ii) legal, regulatory, tax, accounting or other advice; (iii) an offer,
recommendation or solicitation to buy or sell shares in any fund, security, commodity, financial
instrument or derivative linked to, or otherwise included in a portfolio managed or advised by RWC;
or (iv) an offer to enter into any other transaction whatsoever (each a “Transaction”). No
representations and/or warranties are made that the information contained herein s either up
todateand/oraccurateandis notintended to be used or relied upon by any counterparty, investor
orany otherthird party.

RWCuses information from third party vendors, such as statistical and other data, that it believes to
be reliable. However, the accuracy of this data, which may be used to calculate results or otherwise
compile data that finds its way over time into RWC research data stored on its systems, is not
guaranteed. If such information is not accurate, some of the conclusions reached or statements
made may be adversely affected. RWC bears no responsibility for yourinvestment research and/or
investment decisions and you should consult your own lawyer, accountant, tax adviser or other
professional adviser before entering into any Transaction. Any opinion expressed herein, which
may be subjective in nature, may not be shared by all directors, officers, employees, or
representatives of RWC and may be subject to change without notice. RWC is not liable for any
decisions made or actions or inactions taken by you or others based on the contents of this
document and neither RWC nor any of its directors, officers, employees, or representatives
(including affiliates) accepts any liability whatsoever for any errors and/or omissions or for
any direct, indirect, special, incidental, or consequential loss, damages, or expenses of any kind
howsoever arising from the use of, or reliance on, any information contained herein.

Information contained in this document should not be viewed as indicative of future results. Past
performance of any Transaction is not indicative of future results. The value of investments can
go down aswellas up. Certain assumptions and forward looking statements may have been made
either formodelling purposes, to simplify the presentation and/or calculation of any projections or
estimates contained herein and RWC does not represent that that any such assumptions or
statementswill reflect actual future events or that allassumptions have been considered or stated.
Forward-looking statements are inherently uncertain, and changing factors such as those affecting
the markets generally, or those affecting particular industries orissuers, may cause results to differ
from those discussed. Accordingly, there can be no assurance that estimated returns or
projections will be realised or that actual returns or performance results will not materially differ
from those estimated herein. Some of the information contained in this document may be
aggregated data of Transactions executed by RWC that has been compiled so as not to identify the
underlying Transactions of any particular customer.

The information transmitted is intended only for the person or entity to which it has been given
and may contain confidential and/or privileged material. In accepting receipt of the information
transmitted you agree that you and/or your affiliates, partners, directors, officers and employees,
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as applicable, will keep all information strictly confidential. Any review, retransmission,
dissemination or other use of, or taking of any action in reliance upon, this information is
prohibited. The information contained herein is confidential and is intended for the exclusive use
of the intended recipient(s) to which this document has been provided. Any distribution or
reproduction of this document is not authorised and is prohibited without the express written
consentof RWC or any of its affiliates.

Changes in rates of exchange may cause the value of such investments to fluctuate. An investor
may not be able to get back the amount invested and the loss on realisation may be very high
and could resultin a substantial or complete loss of the investment. In addition, an investor who
realises their investment in a RWC-managed fund after a short period may not realise the amount
originally invested as a result of charges made on the issue and/or redemption of such investment.
The value of such interests for the purposes of purchases may differ from their value for the
purpose of redemptions. No representations or warranties of any kind are intended or should be
inferred with respect to the economic return from, or the tax consequences of, an investmentin
a RWC-managed fund. Current tax levels and reliefs may change. Depending on individual
circumstances, this may affectinvestment returns. Nothingin this document constitutes advice on
the merits of buying or selling a particular investment. This document expresses noviews as to the
suitability or appropriateness of the fund or any other investments described herein to the
individual circumstances of any recipient.

AIFMD and Distribution in the European Economic Area (“EEA”)

The Alternative Fund Managers Directive (Directive 2011/61/EU) ("“AIFMD") is a regulatory regime
which came into full effect in the EEA on 22 July 2014. RWC Asset Management LLP is an Alternative
Investment Fund Manager (an “AIFM") to certain funds managed by it (each an “AlF"). The AIFM is
required to make available to investors certain prescribed information prior to their investment
in an AlIF. The majority of the prescribed information is contained in the latest Offering Document
of the AIF. The remainder of the prescribed information is contained in the relevant AIF's annual
report and accounts. All of the information is provided in accordance with the AIFMD.

In relation to each member state of the EEA (each a “Member State”), this document may only be
distributed and sharesina RWC fund (“Shares”) may only be offered and placed to the extent that

(a) the relevant RWC fund is permitted to be marketed to professional investors in accordance
with the AIFMD (as implemented into the local law/regulation of the relevant Member State); or (b)
this document may otherwise be lawfully distributed and the Shares may lawfully offered or placed
inthat Member State (including at the initiative of the investor).

Information Required for Distribution of Foreign Collective Investment Schemes to Qualified
Investors in Switzerland.

The representative and paying agent of the RWC-managed funds in Switzerland

(the “Representative in Switzerland”) FIRST INDEPENDENT FUND SERVICES LTD, Klausstrasse
33, CH-8008 Zurich. Swiss Paying Agent: Helvetische Bank AG, Seefeldstrasse 215, CH-8008
Zurich. In respect of the units of the RWC-managed funds distributed in Switzerland, the place of
performance and jurisdiction is at the registered office of the Representative in Switzerland.



