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I am pleased to present our first Active Ownership Report, which 
covers our voting and engagement activities during 2018.

There is mounting evidence that global challenges such as climate 
change, water scarcity, deforestation, loss of biodiversity, viola-
tions of human rights and unethical business practices can have 
a material impact on the risk/return characteristics of investments.

As an active manager, we strongly believe that taking account of 
environmental, social and governance (ESG) considerations can 
help us make better long-term investment decisions for our clien-
ts. One way of achieving this objective is to leverage the power of 
investors to trigger positive change, both to fulfil our fiduciary duty 
and to demonstrate our commitment to ‘doing the right thing’ for 
people and planet. Through our engagement on environmental, so-
cial and governance matters, we aim to fulfil our responsibilities as 
investors, and to help shape more sustainable, prosperous, healthy 
and equitable societies.

In recent years, we have been increasing our active ownership acti-
vities. This has involved exercising our voting rights systematically 
and in the best interests of our clients, and making it clear to the 
bond and equity issuers in which we invest that we expect them to 
respect both planetary boundaries and international standards on 
governance, human rights and ethical business practices.

This report includes key figures and commentary on our proxy vo-
ting, our ESG engagement with companies, and our dialogue with 
sovereign issuers and index providers. We look forward to conti-
nuing our active ownership activities in 2019, both bilaterally and 
through collaboration with industry partners.

Foreword

	 l a u r e n t 	 r a m s e y
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We are convinced that taking account of environmental, social and 
governance considerations can help us make better long-term invest-
ment decisions for our clients.

For decades, sustainability has been central to our way of thinking. 
Since the Pictet Group was founded in 1805, we have aimed to ensu-
re the prosperity of our clients over the long term. In doing so, we have 
instinctively considered the interests of future generations.

Pictet Asset Management believes in responsible capitalism and 
takes an enlarged view of the economy and its interactions with civil 
society and the natural environment.

Consistent with our fiduciary duty to act in the best interests of our 
clients and our adherence to the Principles for Responsible Invest-
ment, we are committed to integrating material ESG criteria in our 
investment processes and ownership practices with a view to enhance 
returns and/or mitigate risks.

We also aim to embed ESG in our risk management and reporting 
tools in order to maintain high standards of transparency and accoun-
tability.

Our commitment to 
responsible investment

15
Environmental

7
E & S

4
S & G

1
E S G

1
E & G

146 
companies engaged with
on ESG in 2018

36
Social
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Governance
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3,403
votable meetings

43%
against / abstained 

or withheld
at least one resolution

8%
meetings at which we 

did not vote

36,447
M A N AG E M E N T  
R E S O L U T I O N S

916
S H A R E H O L D E R  
R E S O L U T I O N S

49%
in favour of all 

resolutions

91%
voted for 

9%
voted against 

62%
voted for

38%
voted against
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 Purpose
The overarching purpose of our voting is to protect and promote the 
rights and long-term interests of our clients as shareholders. We con-
sider it our responsibility to engage with and challenge companies’ 
management to ensure that the issuers we invest in on our clients’ 
behalf are well-run, adhere to their strategy and deliver shareholder 
value. We aim to support a strong culture of corporate governance, 
effective management of environmental and social issues, and com-
prehensive reporting according to credible standards. 

Proxy voting 
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 Approach
Our proxy voting policy is based 

on generally accepted standards of 
best practice in corporate govern-
ance including board compensa-
tion, executive remuneration, risk 
management and shareholder 
rights. Because the long-term inter-
ests of shareholders are the para-
mount objective, we do not always 
support the management of compa-
nies and may vote against manage-
ment from time to time. We also re-
serve the right to deviate from our 
voting policy to take into account 
company-specific circumstances.

To assist in exercising proxy 
votes, we use the services of 
third-party advisors, whose exper-
tise and local presence allows us to 
vote at all relevant company meet-
ings worldwide. 

The following principles are used to 
define the scope of accounts and 
securities eligible for proxy voting1:
1. For actively managed funds, we 

aim to vote on 10 0 per cent of 
equity holdings.

2. For passive strategies, we aim 
to vote on 10 0 per cent of equity 
holdings for Swiss index strate-
gies, and on 9 0 per cent of as-
sets under management for oth-
er index strategies. Holdings 
within the 9 0 per cent threshold 
are defined once a year such 
that we focus our voting activity 
on where we have the greatest 
influence. For liquidity reasons, 
voting rights are not exercised in 
share-blocking markets. 

3. For segregated accounts, in-
cluding mandates and third- 
party (i.e. sub-advisory) mutual 
funds managed by Pictet Asset 
Management, clients who dele-
gate the exercise of voting rights 
to us have the choice between 
Pictet Asset Management’s pol-
icy or their own voting policy.
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Activity
In 2018, we voted at 3,136 

general assembly meetings out of 
a total of 3,4 03 held. At 1,6 5 6 
meetings we voted in favour of all 
resolutions (49 per cent); we vot-
ed “against” at least one resolu-
tion at 1,4 8 0 meetings (4 3 per 
cent), including abstentions and 
withheld votes, and we were una-
ble to vote at 267 meetings for 
technical or legal reasons (8 per 
cent). (FIG .1)

Of a total of 36,4 47 resolu-
tions, we voted against manage-
ment on 3,4 69 items (9 per cent) 
and supported management on 
3 3,011 items (91 per cent). 
(FIG .2)

We voted against manage-
ment on resolutions that related 
primarily to director nominations 
(4 4 per cent), executive remuner-
ation (24 per cent), routine issues 
such as approval of accounts and 
auditors (15 per cent), and other 
resolutions such as approval of 
equity issuance (13 per cent). 
(FIG .  3)

See Glossary for an explanation 
of terms.

49% PERCENTAGE OF MEETINGS VOTED 
WITH ALL VOTES “FOR”

43% PERCENTAGE OF MEETINGS WITH AT LEAST  
1 VOTE AGAINST,  WITHHOLD OR ABSTAIN

8%  PERCENTAGE OF VOTABLE MEETINGS 
NOT VOTED

43.5 US DOLLAR

16.7 EURO

11.5 JAPANESE YEN 

5.9 BRITISH POUND 

4.3 AUSTRALIAN DOLLAR

2.6 SWISS FRANC 

2.3 CANADIAN DOLLAR 

1.3 MEXICAN PESO 

1.0 NEW ZEALAND DOLLAR 

0.9 SWEDISH KRONA 

8.9 OTHER

Source: ISS, Pictet Asset Management, December 2018

Source: ISS, Pictet Asset Management, December 2018

FIG .1
BRE A K D OW N O F VOTE S AT M EE TIN G S , %

FIG . 2
BRE A K D OW N O F VOTE S FO R A ND AG A IN S T M A N AG EM ENT, %

91% PERCENTAGE OF VOTES WITH MANAGEMENT

9% PERCENTAGE OF VOTES AGAINST MANAGEMENT

43.5 US DOLLAR

16.7 EURO
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4.3 AUSTRALIAN DOLLAR
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1.0 NEW ZEALAND DOLLAR 
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Directors- 
related
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comp.
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Capitalisation Reorg. and 
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Antitakeover 
related
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proposal

Preferred/
bondholder

44% 24% 15% 13% 2% 1% 0% 0%
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FIG . 3
BRE A K D OW N O F VOTE S AG A IN S T M A N AG EM ENT BY PRO P O SA L T Y PE 
(E XC LU D IN G S H A REH O L D ER RE S O LU TI O N S)
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We supported 571 sharehold-
er resolutions, i.e. 62 per cent out 
of 916 proposals. (FIG .4)

The main categories of share-
holder resolutions we supported 
related to director nominations 
(52 per cent), routine business, 
such as requests for an independ-
ent board chairman (12 per cent), 
and other resolutions related to 
corporate governance (11 per 
cent). (FIG .5)

In 2018, we deviated from our 
voting guidelines on 13 3 resolu-
tions. The main topics on which 
we did so were director nomina-
tions, compensation of executives 
and other routine resolutions such 
as election of remuneration com-
mittee member(s) or auditor ratifi-
cation. (FIG .6)

A detailed breakdown of voting  
records can be found at  
assetmanagement.pictet

 
 Dirs' 
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Routine/
business

Corp 
governance

Other/
misc.
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environ.
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FIG .5
C ATEG O RIE S O F S H A REH O L D ER RE S O LU TI O N S TH AT W E SU PP O R TED

Source: ISS, Pictet Asset Management, December 2018

FIG .4
BRE A K D OW N O F S H A REH O L D ER RE S O LU TI O N S , %

62% SUPPORTED

32% AGAINST

3% NOT VOTED

3% ABSTAINED
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Source: ISS, Pictet Asset Management, December 2018

FIG .6
BRE A K D OW N O F D E V I ATI O N S F RO M VOTIN G GU ID EL INE S ,  BY N U M BER

https://am.pictet/en/uk/global-articles/2019/expertise/esg/active-ownership-report
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 Purpose
Evidence is mounting that companies that manage sustainability  
issues effectively tend to deliver stronger risk-adjusted returns  
on equity and debt. We engage with select corporate issuers on ma-
terial environmental and social issues, and on governance  
matters, to satisfy ourselves that these companies fully understand 
and address them effectively over the short, medium and long  
term. We press them to adopt appropriate policies, practices and  
disclosure in line with established best practice but focus on  
those that lag behind or where accidents or events bring to light 
structural weaknesses in their governance and/or management  
of environmental and social issues. 

Through our engagement, we aim both to exercise our responsi-
bilities as investors and to contribute to shaping more sustainable, 
prosperous, healthy and equitable societies.

Engagement  
with corporate issuers 

According to the PR I, investors 
who do not have an active  
relationship with the companies 
they are invested in risk holding 
poorly governed companies  
that do not perform well over  
the long term and risk neglecting 
beneficiaries’ interests.2
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Approach 
We engage on behalf of our eq-

uity and debt holdings, through a 
combination of in-house-led discus-
sions, third-party engagement ser-
vices and via collaborative institu-
tional investor initiatives. 

The foundation of our under-
standing of corporate issuers is the 
thousands of regular meetings that 
our investment teams attend each 
year with companies’ management. 
Material ESG issues are often on the 
agenda. These discussions contrib-
ute to our understanding of all di-
mensions of companies’ strategies, 
plans and operations, and inform 
our investment analysis and deci-
sion-making.

In all of our engagement, we set 
or support specific objectives, we 
track progress against these objec-
tives and in some cases, if they are 
not met, we may reduce or sell our 
holdings.

Our approach to engagement 
has three tiers. (FIG .7)

Tier 1
The first tier of our active own-

ership is a programme of targeted 
engagement with corporate issuers. 
These companies were identified 
jointly by investment teams and our 
ESG team. Each company was se-
lected because we had significant 
ESG concerns and the strategic na-
ture or size of our holding was signif-
icant enough to indicate that our 
engagement would likely be effec-
tive.

Tier 2
Taking part in collaborative en-

gagement with other investors 
forms the second tier of our ap-
proach. The collaborative initiative 
we most actively supported in 2018 
was Climate Action 10 0 +. 

Climate Action 10 0 + is a five-
year initiative, launched in Decem-
ber 2017 and is led by investors. 

The initiative is designed to im-
plement the investor commitment 
first set out in the Global Investor 
Statement on Climate Change in the 
months leading up to the adoption 
of the historic Paris Agreement in 
2015. 

It engages systemically with the 
largest global greenhouse gas emit-
ters, and with other companies that 
have significant opportunities to 
drive the clean energy transition and 
achieve the goals of the Paris Agree-
ment.

 By the end of 2018, 310 inves-
tors with more than USD 32 trillion 
in assets under management had 
signed up to this initiative.

Tier 3
The third tier of our engagement 

is conducted by Sustainalytics.3 
This engagement is designed to ad-
dress issues that arise in relation to 
companies’ failings on governance 
issues and/or significant deviations 
from relevant international norms 
and standards such as the UN Glob-
al Compact, OECD Guidelines for 
Multinational Enterprises, as well  
as human rights and environmental 
conventions.

 

TIER 1

TIER 2

TIER 3

TARGETED

COLLABORATIVE 
INITIATIVES

ENGAGEMENT 
SERVICE 

PROVIDER

FIG .7
TIERED A PPROAC H TO C O RP O R ATE EN G AG EM ENT

Source: Pictet Asset Management, December 2018
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Activity
During 2018, we engaged with 

14 6 companies through a combina-
tion of in-house-led discussions, 
third-party engagement services 
and via collaborative institutional in-
vestor initiatives. 

With some companies our en-
gagement focused solely on corpo-
rate governance but, in most cases, 
we engaged on a broader range of 
issues. 

In addition, as a member of Cli-
mate Action 10 0 +, we lent our sup-
port to engagement with the 161 
companies that are the focus of this 
collaborative engagement initiative. 

In summary, 24 of the engage-
ment cases were resolved (16 per 
cent) while the remaining 122 are 
ongoing (8 4 per cent).

The graphics illustrate the 
spread of engagements which we 
carried out directly and in collabora-
tion with third-parties by geography  
(FIG .8), by sector (FIG .9), and by is-
sue. (FIG .10).

For a full list of companies we 
engaged with and related topics, 
see Appendix.

28%

NORTH 
AM ER ICA EU ROP E

34%

M I DDLE
EAST

3% AS IA

26%

7%

C ENTRAL/ 
SOUTH  

AM ER ICA AF R ICA

2%

FIG .8
G LO BA L A PPROAC H TO C O RP O R ATE EN G AG EM ENT

Source: Sustainalytics, Pictet Asset Management, December 2018

 24% FINANCIALS

 14% ENERGY

 14% INDUSTRIALS 

 10% CONSUMER STAPLES

 10% MATERIALS

 9% CONSUMER DISCRETIONARY

 7% COMMUNICATION SERVICES

 5% INFORMATION TECHNOLOGY

 5% UTILITIES 

 2% HEALTH CARE 

 <1% REAL ESTATE

Source: Pictet Asset Management, Sustainalytics

F IG .9
BRE A K D OW N O F EN G AG EM ENT BY S EC TO R , %

Environmental issues 16%
Social issues 33%
Governance issues 60%

 Note that figures don’t round up to 100% as we 
engage on more than one topic.

FIG .10
PRO P O R TI O N O F EN G AG EM ENT 
BY E S G IS SU E
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During 2018, we engaged 
with 146 companies 
through a combination of 
in-house-led discussions, 
third-party engagement 
services and via 
collaborative institutional 
investor initiatives. 

F IG .10
PRO P O R TI O N O F EN G AG EMENT 
BY E S G IS SU E
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South African internet  
services company  
 TIER 1  

We identified several governance 
risks at this company, including 
shareholder rights, executive remu-
neration and board structure, as 
well as questionable elements of its 
business strategy and allegations of 
corruption. Following two separate 
meetings with the company in April 
and May 2018 at which these topics 
were raised, we monitored its pro-
gress. In the 2018 Annual Report 
published in June, we were pleased 
to see that the company included a 
24 -page remuneration report for 
the first time, in which it explained 
in detail the remuneration policy, 
such as the composition of total 
compensation (base salary, short-
term incentives, long-term incen-
tives) and evaluation metrics (e.g. 
revenue growth, core headline earn-
ings, free cash flow) for key execu-
tive directors. This went some way 
to addressing our concerns about 
remuneration.

 British consumer  
publishing company 
 TIER 1   

We engaged with this company on 
several governance-related issues, 
including its remuneration policy 
(specifically the use of EP S as a key 
metric and the increase in the maxi-
mum bonus pay-out) and share 
ownership practices for Executive 
Directors. Ahead of a planned meet-
ing in March 2018 with the Chair-
man and the head of the Remunera-
tion Committee, the company 
proposed to increase the level of  
Executive Director share ownership 
from 150 per cent to 20 0 per cent of 
base salary, in line with the UK 
Code, as well as increase the Long-
Term Incentive Plan post-vesting 
period to two years following a 
three-year performance period.  
Although these are two positive 
steps, we remain disappointed that 
a large proportion of bonus is tied to 
EP S (in both the Short-Term  and 
Long-Term Incentive Plans). Howev-
er, management has given assur-
ances that they are working towards 
a firm-wide ROIC metric being intro-
duced for the 2021-2023/24 LTIP 
plan. We continue to engage with 
the company.

 

Engagement on corporate governance 
Our engagement on corporate governance is driven by our portfolio 
managers who have a deep knowledge of the companies in which 
they invest, informed by the analysis and ratings of specialist re-
search providers. Through our direct engagement or that conducted 
on our behalf by Sustainalytics, the full range of governance issues 
is covered, including corporate strategy, board composition (includ-
ing diversity), related-party transactions, conflicts of interest, suc-
cession planning, remuneration, auditors, the completeness and ac-
curacy of annual reports and accounts, capital structure and related 
issues, and matters related to takeovers, mergers and reorganisa-
tions. The following are illustrative examples of our engagement on 
corporate governance during 2018.
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German multi-line  
utilities company 
 TIER 1  

In December 2017, we approached 
this company with regard to alleged 
governance issues highlighted by 
ESG research providers. The com-
pany explained that the research 
was based on incorrect information 
and took steps to improve its trans-
parency, forming an internal govern-
ance committee in the process. In 
March 2018, the company experi-
enced a dramatic uptick in its Gov-
ernance rating. In April 2018, a call 
with the company confirmed that 
despite its enhanced transparency, 
its rating still reflected inaccurate 
information. We have since taken 
steps to coordinate and engage with 
both the issuer and research provid-
er to address any outstanding inac-
curacies. 

 Swiss food processing  
company
 TIER 1  

We met with the Chairman in April 
2018 to raise concerns about the 
corporate strategy and the compa-
ny’s approach to addressing a topic 
of increasing importance for all food 
businesses – nutrition. The meeting 
was frank and constructive. On the 
first set of issues, we decided to 
await the company’s announcement 
about its future strategy and capital 
raising plans before making any de-
cisions about retaining our invest-
ment. We were disappointed to 
learn, however, that on the impor-
tant topic of nutrition, the Board had 
had no discussion at all. When the 
new strategic plan and corporate re-
structuring were announced, they 
did not allay our concerns and this 
contributed to the decision by the 
funds that held this company to sell 
their holdings.

  Each company was selected 
because we had significant ESG concerns 
and the strategic nature or size of our hold-
ing was significant enough to indicate that 
our engagement would likely be effective.
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FIG .11
H O L D IN G S SUS TA IN A LY TI C S EN G AG ED W ITH , BY C O U NTRY

Source: Sustainalytics, Pictet Asset Management, December 2018

Sustainalytics’ engagement  
on corporate governance
The Sustainalytics Corporate Governance Engagement programme 
is a value-enhancing overlay service focused on corporate governan-
ce issues, such as board composition, succession planning, remune-
ration, shareholders’ rights and ESG strategy. Sustainalytics targets 
companies for engagement based on several criteria, including vo-
ting-related issues, event-driven concerns and portfolio characteri-
stics, and focuses on materiality when evaluating companies and 
their risks. Sustainalytics sets engagement objectives and formula-
tes an action plan for each engagement. During 2018, it engaged 
with 5 8 of our holdings across 10 countries. (FIG .11)
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Japanese retail  
holding company 

4

TIER 3

In 2015, various stakeholders 
flagged concerns about sub- 
standard working conditions at  
two of this company’s suppliers  
in China. The alleged infringements 
included a lack of personal protec-
tive equipment, a lack of freedom of 
association and excessive overtime. 
Following engagement led by Sus-
tainalytics, the company conducted 
its own investigations, revealing 
several issues. In response, it com-
mitted to train employees on risks, 
the use of protective clothes and 
handling chemical substances.  
It also pledged to reduce overtime 
by increasing the workforce and the 
number of breaks. The company vis-
ited two factories in 2017 to inter-
view employees and check onsite 
documentation, and confirmed the 
successful implementation at both 
premises of the improvements it 
had instructed them to make. In 
2018, it published a report that 
demonstrated the progress made  
by two suppliers.

The company also established a 
monitoring programme for its textile 
suppliers which now covers 70 per 
cent of production. Further, it 
shared information about how it now 
works to protect workers’ rights to 
freedom of association in its supply 
chain by having a Business Ethics 
Committee review and by validating 
the workers’ representative election 
processes through interviews with 
factory management and work rep-
resentatives, and also by conduct-
ing follow-up audits. The company 
has also increased transparency by 
releasing a list of its main partners 
and publishing more information 
about how it ensures and monitors 
human rights in its supply chain.  
As a result, Sustainalytics has de-
termined that investor concerns 
have been resolved and has ended 
its engagement.

Engagement on environmental  
and social issues 
Our engagement during 2018 covered many environmental and  
social issues, appropriate to each company. We present below  
a selection of engagements, carried out by Pictet Asset Manage-
ment and by third-parties on our behalf. Our intention is to illustrate 
different issues, geographies and sectors, and cases where the  
concerns were resolved and where the engagement is ongoing.

The value of the global 
textile and garment  
industries is estimated to be 

   $3 trillion,
 

representing 2 per cent of the  
world’s GDP. Together these  
industries employ between  
60 and 75 million workers,  
85 per cent of whom are women.  
The average proportion of  
the retail value of a T-shirt paid  
to a worker is 0.6 per cent, or  
€0.18 of a sales price of €29.5
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Hong Kong-based  
investment management  
and holding company

TIER 1

Pictet Asset Management engaged 
directly with one of this company’s 
many subsidiaries, a major palm oil 
producer. We raised various points 
with the CEO of the subsidiary dur-
ing our initial conversations early in 
the year. These included concerns 
about health and safety practices, 
the use of chemicals in its opera-
tions and land disputes. However, 
our attention centred on the poten-
tial impact on the business of the 
outcome of a complaint that had 
been filed in October 2016 through 
the Roundtable on Sustainable 
Palm Oil (RSPO) grievance mecha-
nism. The complaint, made by an 
NGO, alleged a wide range of viola-
tions of the principles and criteria 
that companies are required to 
meet in order to retain their RSPO 
certification for palm oil production. 
This certification is critical to the 
company’s ability to trade in certi-
fied palm oil and to retain key cus-
tomers and business partnerships.

The complaint encompassed 23 
separate issues relating to one mill 
and three related estates pertaining 
to working conditions, pay, benefits, 
the use and treatment of casual 
workers, freedom of association, 
status of women workers, health 
and safety and child labour. Follow-
ing extensive investigations, RSPO 
finally published its ruling on No-
vember 2, 2018. It found that there 
were clear breaches of 13 of its 
Principles & Criteria, potential 
breaches of six and no breaches in 
the case of four.

The company was given 30 days 
by RSPO to submit an Action Plan, 
with the corrective actions to be 
completed no later than six months 
after the ruling was made. Moreo-
ver, the certification of one of its 
mills and the related plantations 
that supply it was suspended pend-
ing completion of the corrective ac-
tions. We contacted the CEO imme-
diately to ask for his response to the 
findings. He said that the company 
was going to challenge some of the 
findings, as it disputed the RSPO’s 
interpretation of Indonesian law in 
some areas.

In early 2019, the company’s 
palm oil subsidiaries had their mem-
bership of the RSPO terminated for 
failing to undertake the necessary 
steps to comply with the final deci-
sion delivered in late 2018 by the 
RSPO Complaints Panel. We contin-
ue to monitor the situation closely.

Because palm oil is the world’s most 
versatile vegetable oil, demand for it has 
soared. Between 1995 and 2 015, annual 
production quadrupled, from 15.2m 
tonnes to 62 . 6m tonnes. Unfortunately, 
most of this expansion has come at 
the cost of tropical forests and other 
species-rich habitats. Fires set to clear 
forests contribute to climate change, and 
labour and human rights abuses among 
workers on plantations are widespread. 
Investors in companies that produce or 
use palm oil must press them to obtain 
R S PO certification,  as R S PO is the only 
organisation that sets and upholds the 
necessary environmental and human 
rights standards to guarantee a genuinely 
sustainable palm oil supply chain.6

t h e 	c h a l l e n g e

  In early 2019, the company’s 
palm oil subsidiaries had their member-
ship of the R S PO terminated for failing to 
undertake the necessary steps to comply 
with the final decision delivered in late 
2018 by the R S PO Complaints Panel.
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 South Korean automobile 
company 

7

TIER 3

In 2017, senior executives of several 
companies, including the Chairman 
and CEO of this company, were 
questioned by the authorities in 
South Korea in connection with an 
alleged corruption scheme involving 
the president of the country and her 
close friend. In April 2018, the (now 
former) president was sentenced to 
24 years in prison after being found 
guilty of bribery and abuse of power, 
among other crimes. Reportedly, 
the president had colluded with her 
friend in coercing donations and fa-
vours from companies. Allegedly, in 
2014, at the request of the presi-
dent, this company signed a con-
tract with a parts supplier owned by 
a friend of the president’s confi-
dante. Later, the company was 
asked to hire an advertising agency 
owned by the president’s friend. In 
March 2018, another former South 
Korean president, who served from 
2008 to 2013, was questioned over 
allegations of taking bribes from 
corporations and institutions, in-
cluding this company. Later the 
same month, he was arrested over 
corruption. 

In its initial review, Sustainalyt-
ics found that the company did not 
publicly disclose any anti-corrup-
tion policies. It operates a cyber au-
dit office, which collects informa-
tion on unethical business conduct 
such as bribery and potential cor-
ruption cases, but not anonymously. 
Sustainalytics established a dia-
logue with the company though it 
has not been very responsive. It has 
declined to comment on the corrup-
tion case while it is still under inves-
tigation. Nevertheless, Sustainalyt-
ics has put to the company the 
changes it believes it should make 
to reassure investors that it is re-
dressing the gaps in its policies and 
practices that enabled the corrup-
tion to occur. These included: first, 
improving its anti-corruption pro-
gramme to ensure that it reflects the 
degree of corruption risk exposure 
and being more transparent about 
the resources allocated to it, its im-
plementation, follow-up mecha-
nisms, corrective actions and exter-
nal verification; second, ensuring 
that the bribery allegations are in-
vestigated thoroughly and third, en-
suring that its anti-corruption poli-
cies are properly implemented, 
monitored and reported on. Sus-
tainalytics will continue to press the 
company to engage and to make the 
changes outlined.

  The World Economic Forum 
estimates that the global cost of corruption 
is at least $ 2 . 6 trillion, or 5 per cent of the 
global G D P. According to the World Bank, 
businesses and individuals pay more than 
$1 trillion in bribes every year.  Companies 
must uphold the highest standards of busi-
ness ethics. A business environment free of 
corruption allows companies to compete 
fairly, reduces risk and creates a more stable 
investment environment.  
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South African mining  
company 

8

TIER 3

Sustainalytics originally began en-
gaging with this company in 2014 
following several fatal accidents at 
its facilities. Sustainalytics outlined 
a series of changes the company 
should make to substantially im-
prove its safety record. The compa-
ny initially concentrated on techni-
cal solutions to improve its health 
and safety performance, with some 
success. However, it later accepted 
behavioural factors were largely to 
blame and put in place a number of 
programmes to improve risk aware-
ness and leadership in this field and 
began to invest in measures to 
change behaviour.

 For example, it now does “stop 
observations” and has increased 
supervisor presence. It also has a 
campaign to encourage people to 
speak up against risk hazards. Both 
its technical solutions and the be-
havioural training have resulted in 
an improvement in its health and 
safety statistics over the last three 
years. 

Based upon its latest integrated 
report, the number of fatalities and 
lost time incident frequency rate 
(LTIR) have declined across all op-
erations for the third year. The fig-
ures for reporting year 2016, i.e. 
July 2015 to June 2016 were: LTIR 
6.49, fatalities 11. For reporting 
year 2017: LTIR 5.92, fatalities 9. 
For reporting year to June 2018: 
LTIR 5.55, fatalities 7. Notably, 
these incidents occurred early in 
the reporting cycle and later in the 
year, the group had 7 months fatali-
ty free. The company has recorded 
only one fatality in the calendar year 
2018. It is also below the targets set 
by the South African mining indus-
try’s “Road to Zero Harm” 2024 ini-
tiative.

Sustainalytics considers the 
case resolved but will continue to 
monitor the health and safety per-
formance of the company to ensure 
that the improvements are main-
tained.
 

According to the International 
Council on  Mining & Metals, 
South Africa has by far the 
highest level of fatalities in its 
mines of any country. In 2 017, 
there were 25 deaths compared 
to 4 in Peru, and 3 each in 
Chile and the US. South Africa 
accounted for nearly 

     50%
of the global total in  
that year of 51.9
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Swiss food and beverage 
manufacturer 

10

TIER 3

Sustainalytics has been engaging 
with this company since 2015 in re-
lation to allegations of labour rights 
violations in its seafood supply chain. 

In 2015, a company supplying 
fish to Thai Union Group, in turn a 
supplier to the company in question, 
was reported to be abusing its work-
ers. The alleged violations included 
payment issues and forced overtime 
shifts, as well as involuntary deten-
tion and fatalities caused by improp-
er working conditions. The company 
stated that such practices were un-
acceptable and launched an internal 
investigation to identify any potential 
wrongdoings. The key findings were 
presented in a Thailand Action Plan 
for the Responsible Sourcing of Sea-
food, detailing the company’s com-
mitment to eliminating labour and 
human rights abuses in the seafood 
supply chain in Thailand.

Sustainalytics discussed with 
the company how it might enhance 
its supply chain traceability, as well 
as its approach to supplier risk as-
sessment, the grievance mecha-
nisms and education programmes 
provided to migrants, and its collab-
oration with stakeholders.

In cooperation with its major 
supplier, the company, the Thai gov-
ernment and Thailand’s Shrimp 
Sustainable Supply Chain Task 
Force, introduced a supply chain 
traceability system that enables 
traceability of seafood ingredients 
from fishing vessels through the 
supply chain to finished products. 
This includes the implementation of 
a fishing vessel verification pro-
gramme that covers third-party veri-
fied audits of randomly selected 
boats. Today, 9 9 per cent of the 
seafood ingredients that the compa-
ny sources through its supply chain 
in Thailand can be traced back to 
fishing vessels and farms, a vast im-
provement compared to 9 per cent 
in 2015.

Further, in cooperation with a 
number of stakeholders, the compa-
ny developed an education pro-
gramme for factories, primary pro-
cessors and fish farms to help end 
unfair practices, and tools to sup-
port the inspection of fishing ves-
sels to identify where forced and 
child labour is taking place. The 
training programme has already 
been introduced to a number of port 
and boat workers, alongside guid-
ance on how to use a grievance 
mechanism.

In December 2017, the compa-
ny launched a demonstration boat 
as part of an education programme 
focused on training migrant workers 
in the fishing industry. The idea is to 
show what it is like to have a boat 
that complies with all international 
requirements including the ILO Con-
vention on Human Rights at Sea. 
Currently, the company is using this 
boat as a training facility and it in-
vites captains onto the boat to make 
them aware of the requirements 
that they should abide by. The com-
pany also trains them on good work-
ing conditions and health and safety 
requirements.

In July 2018, the company pub-
lished a new Responsible Sourcing 
Standard that replaced previous 
versions of its Supplier Code. The 
document describes the policies 
and requirements the company ap-
plies within its supply chain. Given 
that the measures taken to address 
human and labour concerns have 
been satisfactory, Sustainalytics re-
gards the case as resolved.

 

Almost    90%
of the world’s fish stocks now 
fully fished or overfished.  
It is in their own interests that 
those who  invest in the sector 
take urgent steps to ensure 
that companies adopt policies 
and practices that bring 
them into line with planetary 
boundaries and stop depleting 
the natural resources on which 
they - and their investors’ 
returns - depend.11
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US – social media company 

12  
TIER 3

In April 2018, it came to light that 
this company had sold data on mil-
lions of its users to another compa-
ny, which had then used that data in 
various ways without proper author-
isation, including to profile and ma-
nipulate the behaviour of US voters. 
Moreover, while the company in 
question had known of this breach 
since 2015, it had taken only limited 
steps to secure the improperly ob-
tained information. Further, despite 
providing information to affected 
users, the company reportedly said 
that it would not offer them com-
pensation. The company launched 
an investigation in April 2018, and 
as a result introduced a number of 
measures to better protect its users’ 
data, including reviewing all the 
apps that had access to large 
amounts of information before the 
company changed its policies in 
2014 and reduced such access. 
However, in May and June 2018, the 
media reported more instances of 
the company failing to protect its 
users’ privacy, including sharing 
sensitive information with third par-
ties and giving device makers 
around the world unauthorised ac-
cess to data.

At its 2018 AGM, a significant 
number of shareholders without 
controlling power over the company 
opposed the reappointments of its 
CEO and COO to the board. Prior to 
the AGM, the company announced a 
number of governance changes, in-
cluding appointing two new inde-
pendent directors to the audit com-
mittee, responsible for the risk 
oversight at the company. However, 
at that time, neither an executive 
nor a single board member had 
been held accountable for the lack 
of oversight and inadequate man-
agement of cybersecurity risks.

Having investigated these re-
ports, Sustainalytics decided to en-
gage with the company because it 
appears to have failed to proactively 
address its cybersecurity risks and 
as a consequence, exposed itself 
and its investors to significant regu-
latory, legal, and reputational prob-
lems. Sustainalytics began to try to 
engage with the company in May 
2018. It intends to press the compa-
ny to realise its commitments to pri-
vacy and data security, and to en-
sure an adequate level of protection 
of information to prevent similar is-
sues reoccurring. Sustainalytics has 
also made clear that the company 
should increase transparency in re-
porting. The company has agreed to 
a call with Sustainalytics in Febru-
ary 2019 after having been resistant 
to such a dialogue for many months.

The number of  
social media  
users worldwide 
by 2 019 was nearly 

   3.5billion
or 45% of the world’s  
population. Growth  
in users was 9%  
year-on-year.13
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Pictet Asset Management is a long-
time member of the Institutional In-
vestors Group on Climate Change 
(I IGCC) and similar initiatives de-
signed principally to encourage: a) 
companies to address the substan-
tial and multi-faceted risks associ-
ated with climate change; b) policy-
makers around the world to provide 
a supporting environment to facili-
tate the transition to a low-carbon 
economy.

In May 2017, for example, we 
were among long-term institutional 
investors representing more than 
USD22 trillion that wrote to the G7 
heads of state urging their govern-
ments to stand by their commit-
ments to the Paris Agreement. The 
same letter – backed by further sig-
natories – was also sent to G20 
leaders before their July 2017 sum-
mit in Hamburg. We continue to ac-
tively support these groups’ many 
activities.

Climate Action 10 0 + (known as 
CA10 0 +) was launched in Decem-
ber 2017, which, as noted, Pictet 
Asset Management supports. It is 
coordinated by five partner organi-
sations: Asia Investor Group on Cli-
mate Change (AIGCC); Ceres in 
North America; Investor Group on 
Climate Change (IGCC) in Australia; 
I IGCC in Europe and the UN Princi-
ples for Responsible Investment 
(PRI). 

CA10 0 + facilitates investor en-
gagement with the 10 0 listed com-
panies worldwide that are responsi-
ble for up to two-thirds of annual 
global industrial greenhouse gas 
emissions. An additional 61 compa-
nies (known as the “+” list) were 
added to the original 10 0 in 2018. 
These companies have the greatest 
potential to contribute to the clean 
energy transition or have the  great-
est exposure to the physical risks 
associated with climate change.

Engagement on climate change
We believe that climate change may present material risks to our 
portfolios and asset values in the short, medium and long term.  
We, therefore, support the Paris Agreement and the need for the 
world to transition to a lower carbon economy consistent with a goal 
of keeping the increase in global average temperature to well below 
2° Celsius above pre-industrial levels.

d
id

	y
o

u
	k

n
o

w
? Global temperatures are  
on course to rise by 

3 to 50C 
this century, far overshooting  
the global target of limiting  
the increase to 20C or less.14
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CA100+
CA100+ aims to secure commitments from the boards and senior manage-
ment of the selected companies to:
1.  Implement a strong governance framework which clearly articulates 

the board’s accountability and oversight of climate change risk and op-
portunities.

2.  Take action to reduce greenhouse gas emissions across their value 
chain, consistent with the Paris Agreement’s goal of limiting global av-
erage temperature increase to well below 2° Celsius above pre-indus-
trial levels.

3.  Provide enhanced corporate disclosure in line with the final recom-
mendations of the Task Force on Climate-related Financial Disclosures 
(TCFD) and, when applicable, sector-specific Investor Expectations on 
Climate Change developed by the Global Investor Coalition on Climate 
Change. TCFD was created by the Financial Stability Board to help in-
vestors understand their financial exposure to climate risk and help 
companies disclose this information in a clear and consistent way. This 
is to enable investors to assess the robustness of companies’ business 
plans against a range of climate scenarios, including those that align to 
a temperature rise of well below 2° Celsius and to improve investment 
decision-making.

As a signatory to the CA 100+ investor statement, we have committed to 
work with the companies in which we invest among the 161 focus compa-
nies, to ensure that they are minimising and disclosing the risks, and max-
imising the opportunities presented by climate change. We believe that en-
gaging and working with these issuers to communicate the need for greater 
disclosure around climate change risk and corporate strategies aligned 
with the Paris Agreement is consistent with our fiduciary duty and will con-
tribute to achieving the goals of that agreement.
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Investor expectations on corporate lobbying  
on climate change
In addition, during 2018, several major institutional investors involved in 
CA10 0 + drew up a set of updated investor expectations on corporate lob-
bying on climate change within Europe which draw on previous work in this 
area done by the I IGCC and PRI.

This set of expectations, intended to complement the activities of the 
CA10 0 +, is designed to drive change in the corporate lobbying practices of 
European listed companies ahead of the 2020 UN Framework Convention 
on Climate Change (UNFCCC) Conference of the Parties (known as Paris 
+5) to ensure that such lobbying aligns with Articles 2 and 4 of the Paris 
Agreement.
 
The programme is intended to establish a new standard for corporate re-
sponsibility and reporting on this issue. Seventeen target companies were 
identified as laggards in this area. We actively support this engagement 
where it overlaps with our focus companies – as highlighted in the case 
studies overleaf. 

The key expectations which companies are being encouraged to commit to 
are:
1.  Lobby positively in line with the Paris Agreement (and particularly not 

to undermine regulatory efforts to implement that agreement).
2.  Put in place robust governance procedures to ensure that all direct and 

indirect public policy engagement supported by the company is 
aligned with the company’s climate change commitments and sup-
ports appropriate policy measures to mitigate climate risks. 

3.  In situations where policy engagement undertaken on the company’s 
behalf or with its financial support by third-party organisations is not 
aligned with company policy, or with the goals of the Paris Agreement, 
take action to correct this. 

4.  Publish the company’s governance framework (established under Ex-
pectation 2) to ensure investor and public confidence in the company’s 
practices and processes, as well as details of action taken to give ef-
fect to Expectation 3.

As a member of CA100+, we lend our support to engagement led by other 
members on any companies that we hold. Furthermore, we actively en-
gaged with three of the companies on the list during 2018, as they were 
among those we prioritised for direct engagement.
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 Global commodity trading 
and mining company 
 TIER 1  TIER 2    
 
In recent years, this company has 
been gradually increasing disclo-
sure on its efforts to understand and 
manage the climate-related risks 
facing its business. Notably, in May 
2017, it published a report entitled 
‘Climate Considerations for our 
Business’. Having reviewed this and 
the company’s wider reporting and 
commentary about the risks and op-
portunities that climate change pre-
sents, we had a call with the man-
agement in early summer 2018 to 
discuss this issue as well as others 
we had identified.

With respect to climate change, 
we concluded that the company’s 
approach was lacking in several re-
gards. 

First, the company was not re-
porting on its Scope 3 greenhouse 
gas emissions nor setting science- 
based targets aligned to the Paris 
Agreement. Secondly, it had not in-
cluded tangible and strategic KPIs 
related to climate change in its re-
muneration policy for senior leader-
ship. Third, it was not using any car-
bon pricing in its climate scenarios. 
Fourth, the company did not provide 
any commentary on the likelihood or 
potential financial impacts of any of 
its assets becoming stranded. Fifth, 
it was not reporting via CDP, which 
we encourage all companies in 
which we invest to do. Finally, we 
had concerns about its approach to 
lobbying and influencing policy pro-
cesses designed to bring global 
emissions into line with the Paris 
Agreement.

As this company is one selected 
by CA10 0 +, we took forward our en-
gagement in two ways. First, we had 
extensive discussions with the 
Church of England (CoE) Commis-
sioners – the lead investment or-
ganisation for this company within 
CA10 0 + – to determine and align on 
the next steps to ask the company to 
take. At meetings with CoE repre-
sentatives in the autumn, the com-
pany agreed to: i) review its existing 
public policy position on climate 
change and amend it as necessary, 
and; ii) assess the alignment of the 
positions of the trade associations 
which the company is a member of 
with its own position on climate 
change. The company promised to 
publish a report on this subject in 
2019.

The world is going to need a lot 
more copper and rare earths over 
the next two decades for electric 
vehicles and wind turbines. For 
example: if, as the IEA predicts, 
there are 125 million electric 
vehicles by 2030, an extra 10 
million tonnes of copper will be 
needed to make them – a 50% in-
crease over current annual glob-
al copper consumption. While 
investors in mining companies 
stand to reap substantial finan-
cial rewards from such growth, 
they must press them, through 
their engagement, to adhere to 
robust safeguards to ensure that 
impacts on land, water, forests 
and indigenous peoples are kept 
to the absolute minimum.15

t h e 	c h a l l e n g e
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Secondly, we wrote directly to 
the company in November outlining 
the information we expect it to pro-
vide and the steps we wish it to take. 
These included: i) provide better 
disclosure in its annual reporting, 
from 2020 at the latest, including 
detailed information about how the 
company plans to align its CAPE X 
with Articles 2.1 (a) and 4.1 of the 
Paris Agreement – motivated by 
concerns about the potential for 
some of its coal assets to become 
stranded; ii) adopt science-based 
targets for its short, medium and 
long-term emissions, to align with 
that agreement, covering both oper-
ations and product use, i.e. Scope 
1, 2 and 3 emissions; iii) outline  
management’s intentions with re-
spect to supporting a proposed 
CA10 0 + resolution; iv) commit to 
join the new mining sector initiative 
due to be established by the Transi-
tion Pathway Initiative (TPI) to work 
with the International Council on 
Mining and Metals (ICMM) and its 
peers to develop and agree appro-
priate science-based targets for the 
sector; v) explain why it did not sub-
mit emissions data to CDP in 2018 
and whether it could be persuaded 
to do so in 2019.

The company responded on 
most of the issues raised, though 
not all. We will continue to engage 
with the company directly and via 
CA10 0 + during 2019.

  In February 2 0 1 9, the company 
responded by issuing a press release mak-
ing several substantial commitments that 
support the transition to a low-carbon 
economy. It also agreed to follow T C F D 
recommendations in its reporting and to 
review whether its membership of trade 
associations aligns with its stated positions. 
It will publish the results of its review in 
2 0 1 9.
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 Russian mining company 
 TIER 1  TIER 2    

Our primary concerns relate to this 
company’s governance and man-
agement of climate change, its high 
sulphur oxide (SOx) emissions, and 
poor health and safety record. Dur-
ing the year we pressed the compa-
ny to accelerate the delivery of the 
pledge it made some time ago to 
make a substantial capital invest-
ment in new equipment to reduce its 
SOx emissions, and to improve its 
poor health and safety record. We 
continue to be concerned about the 
slow progress on reducing SOx 
emissions and about the fact that 
the level at which it intends to re-
duce its emissions (set by Russian 
regulations) will still be many times 
higher than those of international 
standards and guidance, and the 
levels its peers have committed to 
achieve. 

In addition, we engaged with 
this company through CA10 0 +. We 
joined a call early in the year to in-
troduce the initiative, and then in 
November we attended the first 
in-person meeting with the compa-
ny with other CA10 0 + members. 
While over 30 0 investors in the com-
pany support this engagement, we 
are among seven that are more ac-
tively involved. The three areas of 
focus of the CA10 0 +’s five year en-
gagement plan are: i) the company’s 
governance of climate issues; ii) ac-
tions taken to reduce greenhouse 
gas (GHG) emissions, and; iii) re-
porting on climate risks. 

The CA10 0 + investor group 
asked the company to publish more 
information in its annual report or 
Corporate Social Responsibility 
(C SR) reports about how it address-
es climate change, particularly at 
board level. The company agreed to 
consider this. Further, the investor 
group asked for more information on 
exposure to climate risk and the re-
lated scenario analysis. As a first 
step, the company agreed to share 
information about the methodology 
used to calculate its GHG emissions 
as reported in its Annual Report and 
C SR Report. Finally, the investor 
group urged the company to submit 
its GHG emissions data through 
CDP, to provide investors and rat-
ings agencies with the data they 
need to analyse the company and 
make comparisons to its peers, and 
its performance in relation to inter-
national standards and goals. The 
company has not yet made a com-
mitment to do so.

We will continue to engage with 
the company directly and through 
CA10 0 + in 2019 on all of these pri-
ority topics.

Sulphur oxides are a group of  
compounds of sulphur and oxygen, 
including sulphur dioxide (SO2) 
and sulphur trioxide (SO3). Sulphur 
dioxide results from the combustion 
of fuels like coal and oil that contain 
sulphur. When further oxidised, it 
turns into sulphur trioxide. Both can 
cause breathing problems, respira-
tory illness and aggravate cardiovas-
cular disease. They are also major 
pre-cursors of acid rain. Curtailing 
their production is therefore of  
utmost importance.16
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CA100+ delivers a big win with Shell 
In December 2018, the CA10 0+ coalition achieved a remarkable 
breakthrough with Shell plc. In 2017, Shell was the first international 
oil and gas company to introduce an ambition to reduce the Net Car-
bon Footprint of the energy products it sells, expressed as a carbon 
intensity measure, taking into account its full lifecycle emissions. 
These include emissions from its own operations, from the use of the 
energy products by its customers, as well as those generated by 
third parties in its supply chains. It was also an ‘early mover’ in other 
ways, by, for example, convening the Methane Guiding Principles, 
announcing a methane emissions intensity target, and playing an ac-
tive role in promoting the implementation of the TCFD recommenda-
tions and working with the Oil and Gas Preparers Forum and the 
World Business Council for Sustainable Development to strengthen 
the sector’s response in this regard.

 CA10 0+ investors engaged actively with Shell during the year on be-
half of all CA10 0+ members, including Pictet Asset Management. As 
a result of the engagement, Shell committed to a series of measures, 
including setting specific Net Carbon Footprint targets for shor-
ter-term periods (three or five years) starting from 2020 out to 2050; 
incorporate a link between energy transition and long-term remune-
ration as part of its revised Remuneration Policy; publishing an up-
date on its progress towards lowering its Net Carbon Footprint, initi-
ally in the Sustainability Report but later in the Annual Report and/or 
Form 20 - F; seeking and publishing third-party assurance of its re-
ported Net Carbon Footprint; align its approach to the TCFD recom-
mendations; and reviewing its lobbying activities and positions on 
climate change.

We hope that other fossil fuel companies will make similar commit-
ments during 2019.
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German automobile  
manufacturer
 TIER 1  TIER 2  TIER 3

Early in the year, we identified a 
number of concerns with the com-
pany’s performance on various ESG 
issues. First, the lack of independ-
ent directors on the Supervisory 
Board, as well as other governance 
weaknesses; second, a concern that 
the company is not shifting its busi-
ness model quickly enough to capi-
talise on the rapid transition to a 
low-carbon economy by moving to 
predominantly electric vehicles; 
third, that the company’s overall ap-
proach to the many and various 
risks and opportunities associated 
with climate change is lacking; 
fourth, the fall-out from the emis-
sions scandal, particularly the slow 
pace with which the company is 
overhauling its business ethics and 
operating practices; fifth, issues of 
child labour in DRC and India in its 
battery and minerals supply chains.

We have taken forward our con-
cerns through various channels. 
Members of several investment 
teams had a call with the company 
in June at which they raised these 
points. The company does not agree 
that its corporate governance is 
lacking; discussions therefore con-
tinue on this point. On the issues re-
lating to the legal case, all investors 
are dependent to a large degree on 
the findings and outcomes of vari-
ous independent reviews and inves-
tigations, as well as pending court 
cases. For example, in August 2018, 
the independent auditor published 
the first of three US court-mandated 
compliance reports in response to 
the defeat device scandal. The audi-
tor acknowledged that progress had 
been made, requesting greater 
specificity with respect to proce-
dures and implementation, as well 

as increased transparency in com-
munications with the auditor. The 
company has promised to demon-
strate how it is responding to inves-
tors’ concerns around business  
ethics in its 2019 annual and sus-
tainability reports. It is also investi-
gating the child labour and other 
supply chain issues and will report 
on progress in these areas in 2019. 
The company’s response on transi-
tioning to a low-carbon economy 
was, however, more positive and de-
finitive. It has committed to build 
and sell up to 3 million all-electric 
cars per year by 2025 (depending 
on market developments). Moreo-
ver, by that time the company plans 
to have over 8 0 new electric group 
models, including 50 purely elec-
tric-powered vehicles. We believe 
that this will place the company 
among the leaders in this sector on 
making the transition to a low-car-
bon economy.

Sustainalytics also continued its 
engagement with the company on 
our behalf, though it concluded that 
in 2018 it had not made satisfactory 
progress in any area. Sustainalytics 
intends to meet with the company 
ahead of the 2019 AGM to press for 
the necessary changes to address 
the weaknesses it has identified in 
the company’s governance and ESG 
management.

In addition, we have been sup-
portive of the engagement under-
taken by the lead investor on the 
CA10 0 + agenda over the course of 
the year. The intention is to secure 
commitments from the company in 
line with the demands of CA10 0 + so 
as to avoid the need to file a resolu-
tion in 2019 to achieve those com-
mitments.
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THE CHALLENGE

As the world’s auto 
manufacturers transition 
to building more and 
more electric vehicles, 
can they also transition 
their factories to being 
completely powered by 
renewable energy? Tesla 
laid down the gauntlet in 
2014 when it broke 
ground on its Gigafactory 
in Sparks Nevada, where 
it will  make the batteries 
for its cars. Once 
complete, Tesla expects 
the factory not only to be 
the biggest building in 
the world, but also to be 
a net zero energy factory 
on completion, primarily 
powered by a vast array 
of solar panels on its 
roof.17
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 Institutional investors publish open letter to  
 European utilities in the Financial Times 

Pictet Asset Management joined 9 4 other institutional investors res-
ponsible for more than USD11 trillion in assets, led by the Institutio-
nal Investors Group on Climate Change and members of CA10 0+, in 
signing an open letter in the Financial Times on December 20, 2018. 
The letter called on European power companies to commit to elimi-
nating coal-fired power generation in the EU and industrialised na-
tions by 2030. 

In addition, it called on companies including Centrica, National Grid, 
EDF, Iberdrola and RWE to set targets for meeting the goals of the 
Paris Agreement. Decarbonisation of the power sector is critical 
because it accounts for around a quarter of global emissions and will 
therefore be fundamentally important in determining the transition 
to a low-carbon economy. As investors, we are concerned that assets 
owned and operated by major energy companies such as these could 
become uneconomic should many governments pursue the Paris go-
als, as they are widely expected to. Moreover, we are concerned 
about the potential for wider cross-sectoral losses due to the effects 
of global warming, particularly extreme weather. 

Flooding and droughts are expected to lead to costly damage to phy-
sical infrastructure, buildings and crops. They will also drive social 
effects such as mass migration as people flee badly affected areas, 
and the spread of diseases. We anticipate that the points set out in 
the letter will be picked up in 2019 by those investors involved in 
CA10 0+ engagement with European utility companies.
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THE CHALLENGE

As one of the hottest and 
driest countries in the 
world, Botswana is well 
used to climate 
challenges. All  key 
sectors of its economy 
are threatened by the 
impending climate crisis. 
If  mean global 
temperatures rise by  
1.5oC, Botswana’s 
average temperate 
increase would be 2.2oC 
and it would receive 5% 
less rainfall. With a 2oC 
increase, the effects 
would be more extreme 
stil l. Its already marginal 
rain-fed agriculture 
would likely become unvi-
able and the rich fauna 
that underpin its tourism 
sector - its second 
largest source of income 
- would also be 
threatened.18
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 Approach
Pictet Asset Management has been extending its approach to em-
bedding ESG factors into its emerging market sovereign debt strate-
gies. Although governance factors have been taken into account for 
many years, more recently greater emphasis has been placed on en-
vironmental and social factors. Two complementary approaches are 
deployed to enhance analysis: integration of ESG factors within 
country risk models and dialogue with the issuers. 

Dialogue with  
sovereign issuers

7.1%  
of emerging market  
sovereign debt is  
held by asset managers19

FIG .12
PERFO RM A N C E O F EM C O U NTRY D EBT BY E S G S C O RE S R ATED 
F RO M 1-10 01,  REBA S ED TO 27.12 . 2017 = 10 0

1 Issuers with scores below 20 are excluded. Source: Pictet Asset Management, JP Morgan.  
Data as of 31.10.2018.
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 Quantitative modelling
Using a wide range of ESG data 

from both external and internal 
sources, we generate a country 
score that aggregates this data 
(FIG. 12). The environmental fac-
tors we monitor include air quality, 
climate change exposure, deforest-
ation and water stress. Social di-
mensions include education, 
healthcare, life expectancy, scien-
tific research. Governance covers 
elements like corruption, electoral 
process, government stability, judi-
cial independence and right to pri-
vacy. The resulting score becomes 
one of six pillars in the country risk 
index (CRI) ranking produced by our 
economics team. 

Evidence is emerging as data 
improves of a relationship between 
how sovereigns rank on various ESG 
criteria and how their bonds per-
form. For example, one study 
showed a positive correlation be-
tween good governance and lower 
sovereign default risk and spreads.

We believe that engaging in dia-
logue with sovereign issuers is the 
right thing to do because it will not 
only improve the welfare of people 
across emerging economies but im-
prove returns to our investors. We 
aim to encourage them to balance 
financial and ESG factors when con-
sidering how to structure and repay 
their debt. 

Because ESG factors tend to 
play out over long time horizons, 
their inclusion within portfolio build-
ing processes necessitates long-
term involvement on the part of the 
investing institution. This includes, 
but is not restricted to, direct con-
tact with sovereign borrowers – 
continuous contact with treasury 
ministries through face-to-face 
meetings, letters, targeted ques-
tionnaires and asking ESG -related 
questions during roadshows. 

Although USD592 billion of 
USD 8 .3 trillion emerging market 
sovereign debt outstanding is held 
by asset management firms like 
ours, individual portfolio managers 
have relatively little sway due to 
their minority positions. For this 
reason, we work with our peers and 
relevant multinational bodies to de-
velop an industry-wide approach 
that aims to lift the asset class’ 
trend performance, in other words, 
boost its beta. 

For example, as a PRI member, 
we take part in the sovereign en-
gagement working group to encour-
age greater dialogue and coopera-
tion between the asset management 
industry and sovereign borrowers. 
The intention is to support and en-
courage governments to be better 
run, to manage their environmental 
capital properly and to deliver equi-
table and socially responsible, sta-
ble economic development. 

  While climate change imposed 
costs that raised emerging countries’ aver-
age cost of debt by 117 basis points, those 
that invested in social preparedness man-
aged to reduce costs by 67 basis points.20
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South Africa

Following the resignation of Presi-
dent Jacob Zuma in February 2018, 
Cyril Ramaphosa was elected unop-
posed by the ruling ANC. This raised 
hopes that the patronage and cor-
ruption that had been prevalent in 
the country under President Zuma 
would be curtailed and that its eco-
nomic and social prospects would 
improve. However, many investors, 
including Pictet Asset Management, 
were concerned about the ANC’s 
policy to appropriate land and redis-
tribute it as a means to ‘correct ra-
cially skewed land ownership pat-
terns dating back to colonial and 
apartheid rule’. According to gov-
ernment data, more than two-thirds 
of farmland is owned by whites, who 
constitute 7.8 per cent of the coun-
try’s 57.7 million people.

During a meeting between gov-
ernment representatives and sover-
eign bond holders in March 2018, 
we asked for greater clarity about 
the planned approach to land ap-
propriation. We noted that any such 
programme should be designed so 
as not to endanger economic growth 
or the stability of the banks, nor fo-
ment social unrest, any of which 
might undermine the ability of the 
government to service its debt. 
While the government representa-
tives did not provide specific assur-
ances, they acknowledged our con-
cern.

In September 2018, Enoch Go-
dongwana, the ANC’s head of eco-
nomic transformation, was reported 
to have said that the party wouldn’t 
endanger the banks or the economy 
and that it is quite aware that it 
should not create systemic risk. He 
explained that the changes to the 
constitution being considered would 
allow only for land seizures without 
compensation relating to unused 
and underutilised property and may 
allow for fair payment in some in-
stances. We continue to monitor 
closely the ongoing discussions on 
land redistribution.

 

Activity
The emerging market debt team meets regularly with sovereign  
issuers, alongside other investment managers. The team consist-
ently raises ESG issues with government representatives. Our  
dialogue with South Africa and Argentina during 2018 are two  
examples that illustrate our approach.
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Argentina

Since the presidential election of 
late 2015, the government of Mauri-
cio Macri has been working to 
strengthen the country’s economy 
by restoring market confidence. It 
aimed to put in place a consistent 
macroeconomic programme that 
lessened its financing needs, re-
duced public debt and reduce infla-
tion, in part by reinforcing the inde-
pendence of the central bank. 
However, for a variety of reasons, in-
cluding a shift in investor sentiment, 
Argentina fell into a recession in the 
second half of 2018. The economy 
shrank by around 3 per cent in six 
months to September; the peso lost 
half of its value against the dollar 
and inflation climbed to 4 0 per cent.

In September, the IMF stepped 
in and increased the 36 -month bail-
out package agreed in June from 
USD50 billion to USD57 billion, 
making it the largest in the IMF’s 
history. The IMF’s conditions in-
cluded protection of the social safe-
ty net and other non-financial tar-
gets, including, for example, to 
increase women’s participation in 
the labour force, to decrease the 
wage gap between men and women 
and to protect the spending power 
of poorer segments of the popula-
tion. These provisions are aligned 
with the government’s commit-
ments to continue spending on so-
cial programmes.

At a meeting with the govern-
ment, we asked that investors be 
provided with more clarity about 
how it intends to meet the social tar-
gets – which we support – while at 
the same time ensuring that it ser-
vices its debts. The emerging mar-
ket debt team will visit the country 
in early 2019 to engage further with 
the government and develop a 
greater understanding of the impact 
the increase in spending is likely to 
have on the welfare of the popula-
tion. In addition, they will be seeking 
to engage with the IMF to learn 
more about any ESG and sustaina-
bility criteria they intend to incorpo-
rate in their support to emerging 
market governments in the future. 

  In September 2018, the I M F
provided Argentina with its biggest bail-
out package ever of U S D57 billion.

In 1914 , Argentina was 
the world’s tenth richest 
country. Income per head 
was 92% of the average of 
the 16 wealthiest nations. 
That figure one hundred 
years later was 43% .21
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Pictet adopted an exclusion policy on controversial weapons in 2011.  
In July 2018, we spearheaded the creation of a collaborative
investor initiative to press index providers to change eligibility crite-
ria so that such weapons are no longer part of mainstream indices.

Engagement with  
index providers

A number of international con-
ventions prohibit or restrict the de-
velopment, production and use of 
controversial weapons. Some coun-
tries have gone further by imple-
menting legislation against direct 
and/or indirect financing of such 
weapons. For institutional and indi-
vidual investors, excluding compa-
nies involved in controversial weap-
ons from actively managed funds 
has become a standard practice 
and expectation. 

However, mainstream indices 
continue to include such companies 
which makes it difficult for both ac-
tive and passive investors to con-
sistently apply a commitment to 
avoiding investment in these muni-
tions. Such investors can face extra 
tracking error and/or additional 
costs, or simply be unable to avoid 
investing in products that are free of 
controversial weapons. 

An open letter was first pub-
lished on the website of Swiss Sus-
tainable Finance (S SF), and then on 
the PRI Collaboration Platform, 
which called on the index providers 
to remove companies involved in 
controversial weapons from main-
stream indices and for them to en-
gage in dialogue with asset owners 
and asset managers.

By the end of May 2019, the ini-
tiative had attracted 169 signato-
ries representing USD 9 trillion and 
continues to garner further support. 
During 2019, the group plans to 
send a formal letter directly to all 
mainstream index providers’ CEOs 
and intensify engagement with 
them. We are optimistic that the 
composition of some indices will be-
gin to change in 2019 thereby fur-
ther limiting the availability of capi-
tal to the manufacturers of 
controversial weapons.

  Controversial weapons include 
cluster munitions, anti-personnel mines, 
biological and chemical weapons, as well as 
nuclear weapons that are produced for and 
sold to countries that have not signed the 
Treaty on Non-Proliferation of Nuclear 
Weapons.

The Broken Chair was made by sculptor 
Daniel Berset in 1997 at the request of 
Handicap International. It stands in the 
Place des Nations in Geneva. Today it is 
regarded as one of the most iconic pieces 
of 21st century art. Its message is simple: 
remember the plight of landmine 
victims and encourage States to commit 
themselves to the prohibition of cluster 
munitions. To illustrate this call to 
action, the 12 metre high Broken Chair 
has only three full legs and the fourth 
one is broken.22
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OPEN LETTER TO GLOBA L INDEX PROVIDERS  

 
We, the undersigned institutional investors, together managing at total of USD 6.8 trillion of 
assets1, are calling on global index providers to exclude controversial weapons from their 
mainstream indices in order to align their products with what has become standard practice or 
expectation among institutional and individual investors.  
 
There is a growing consensus among financial regulators, asset managers and end investors to invest 
responsibly. Excluding companies with any involvement in the production of controversial weapons is a 
key part of that. Such weapons – which include cluster munitions, antipersonnel mines, as well as 
chemical, biological and nuclear2 weapons – may cause indiscriminate or disproportionate harm. Their 
use is banned or restricted under international conventions. 
 

Globally, exclusionary screens – most commonly of controversial weapons manufacturers – covered 
USD15 trillion of assets under management in 2016, up from USD8 trillion in 2012. In Europe in 
particular, this represented 48 per cent of professionally managed assets.3 Increasingly, restrictions of 
controversial weapons are mandated by law. Switzerland, Spain, Netherlands, New Zealand, 
Luxembourg, Ireland, France and Belgium are among the countries which have legislated against 
direct and/or indirect financing of controversial weapons manufacturers.4  
 

Companies involved in controversial weapons account for a marginal weight of global equity and fixed 
income indices5. However, for active investors using standard benchmarks, excluding these companies 
means exposing portfolios to extra tracking error. The problem is more acute for the growing numbers 
of passive investors, as the vast majority of strategies replicate traditional, exclusion-free indices. It 
follows that investors tracking big-name benchmarks are all contributing to the financing of companies 
involved in controversial weapons. Many of them are unaware of this fact, or are unable to invest in 
controversial weapons-free index funds/trackers. 
 

The financial industry is in a position to make a huge difference to responsible investing, and that 
should include making funding less easily available for such companies. Anyone who does still wish to 
invest in controversial weapons would still be free to use a specialist index, or invest directly.  
 

We strongly believe that - in line with international conventions, investor practices and public opinion – 
the default position should be to exclude controversial weapons from active and passive investments. 
 

We therefore call upon index providers to remove companies involved in controversial weapons6 from 
mainstream indices, and to engage in dialogue with asset owners and asset managers on using these 
indices for benchmarking and investment solutions. 

                                           
1 This amount may include double counting between assets under management of individual signatories 
2 For countries that have not signed the 1970 Treaty on the Non-Proliferation of Nuclear Weapons 
3 Source: GSIA, “Global Sustainable Investment Review”, 2016 and 2014 
4 Source: Swiss Sustainable Finance, “Focus: Controversial weapons exclusions”, 2017 
5 Source: Pictet Asset Management research, 2018 
6 Please refer to Appendix for definition of controversial weapons 

  
Note: Signatory figures as of 31.01.2019
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Our engagement with corporate issuers and dialogue with sovereign 
issuers and index providers during 2018 has generated positive ch-
ange. Most notably, we welcomed the commitments by a global com-
modity trading company, described on pages 28 -29, to cap its 
production of thermal coal, to review its membership of industry as-
sociations and to align its lobbying to the goals of the Paris Agree-
ment. These commitments were the result of engagement by Pictet 
Asset Management and many other investors, directly and through 
CA10 0+, demonstrating the power of well-designed and effectively 
co-ordinated engagement.

Given the demonstrable effectiveness of engaging collaborati-
vely, we intend to extend our participation in such initiatives in 2019. 
In particular, we plan to expand our engagement on climate change, 
given the need to reduce emissions by 55 per cent below 2017 levels 
by 2030 in order to keep the global temperature rise to well below 
2 °C, ideally 1.5°C. Achieving these levels is key to accelerating the 
world’s transition to a low-carbon future and to addressing the mate-
rial effects climate change has on biodiversity, land, fresh water avai-
lability and ocean acidification. In addition, we will continue to enga-
ge directly with companies on corporate governance and other 
material environmental and social issues that we identify through in-
house analysis combined with insight from our specialist service pro-
viders.

With respect to sovereign issuers, our dialogue will focus on ad-
vocating for economic, environmental and social policies that impro-
ve the quality of life of their citizens and contribute to more stable 
and productive societies, which will in turn protect our investments.

At the regional and global level, we will also seek to play our part 
in influencing both policy and other key actors in the financial ser-
vices sector so that together we can shape a more sustainable finan-
cial system. This includes, for example, our ongoing dialogue with in-
dex providers to change the eligibility criteria to prevent the inclusion  
of controversial weapons manufacturers in their standard 
benchmarks and indexes. 

Conclusion
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We plan to expand our 
engagement on climate 
change, given the need  
to reduce emissions by 
55 per cent below 2017 
levels by 2030 in order  
to keep the global 
temperature rise to well 
below 2°C, ideally 1.5°C.



Pictet Asset Management 
Active Ownership Report 
2018

44

ENGAGEMENT DURING 2018, BY COMPANY AND TOPIC (S)

COMPANY COUNTRY ENGAGEMENT TOPIC 

AAC Technologies Hldgs Inc Cayman Islands G
ABB Ltd Switzerland G
Acacia Mining Plc United Kingdom S
Adani Enterprises India E
Adani Power India E
Agricultural Bank of China Ltd China G
Alibaba Group Holding Ltd China G
Alphabet Inc United States G
Andritz Ag Austria S
Apple Inc United States S
Aryzta Switzerland S G
Astra Agro Lestari Indonesia E
Atlantia Spa Italy S
Axa France G
Bank of California United States G
Bank of America United States G
Bank of Hawaii Corp United States G
Barclays Plc United Kingdom G
Barrick Gold Corp Canada E S
Bbva Spain G
Bezeq Israel G
Bharat Heavy Electricals Limited India E
Bharti Airtel INDIA G
BNP Paribas France G
BP Plc United Kingdom G
Braskem SA Brazil G
Bristol-Myers Squibb Co United States G
Bunge Limited United States E
Burkhalter Switzerland G
Cairn Energy United Kingdom S
Cargill Inc United States S
Cemex Mexico S
Central Pacific Financial Corp United States G
Chevron Corp United States E
China Communications Construction Co Ltd China S
China National Petroleum Corp China S G
Citigroup United States G
Coal India Limited India S
Comcast Corporation United States G
Customers Bancorp United States G
Danske Bank Denmark G
Deutsche Bank Germany G
Eiffage France G
Eletrobras Brazil G
Enagas Spain G
Energy Transfer LP United States S
Eni Italy G
Eskom Holdings Soc Ltd South Africa E
Estee Lauder Companies United States G

Appendix
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ENGAGEMENT DURING 2018, BY COMPANY AND TOPIC (S)

COMPANY COUNTRY ENGAGEMENT TOPIC 

Export Import Bank of India India E
Fast Retailing Co Japan S
FGV Holdings BHD Malaysia S
First Commonwealth Finl Corp United States G
First Horizon National United States G
First International Bank of Israel Israel S
First Pacific Group Singapore E S
Gazprom Russian Federation G
Gerdau PN Brazil G
Glencore Plc Switzerland E S
Goldman Sachs Group United States G
Heidelbergcement Germany S
Hershey United States S
Home Depot United States G
Homestreet United States G
Hon Hai Precision Industry Co Taiwan E S
Hsbc Holdings United Kingdom G
Hyundai Heavy Industries Co Ltd South Korea S
Hyundai Motor Company South Korea G
IBM Corp United States G
Impala Platinum South Africa S
Indofood Agri Resources Singapore S
Indofood Sukses Makmur Indonesia S
Industrial and Commercial Bank of China China G
Informa United Kingdom G
Israel Discount Bank Israel S
JSW Group India G
Korea Electric Power Corporation South Korea G
Kosmos Energy Ltd Bermuda S
Kuehne + Nagel Switzerland G
Lafargeholcim Switzerland G
Lumber Liquidators United States E
LVMH France G
Mizrahi Tefahot Bank Ltd Israel S
Morgan Stanley United States G
Naspers South Africa G
Nestle SA Switzerland S
News Corp United States G
Nintendo Co Japan E
Nordea Bank Abp Sweden G
Novartis AG Switzerland G
Nornickel Russian Federation E S
NTPC India E S
Odebrecht SA Brazil G
Olam International Singapore S
Oracle Corp United States G
Oritani Financial Corp United States G
Patterson Uti Energy United States S
Petrobras Brazil G
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ENGAGEMENT DURING 2018, BY COMPANY AND TOPIC (S)

COMPANY COUNTRY ENGAGEMENT TOPIC 

Petrochina China S G
Petroleos De Venezuela Venezuela E S G
Petrotrin Trinidad and Tobago E
Pfizer United States G
Philip Morris International United States G
Pilgrim's Pride Corp United States S
Plastic Omnium SA France G
Posco South Korea S
Posco Daewoo South Korea S
Prysmian Spa Italy G
Raymond James Financial Inc United States G
Renault France G
Repsol SA Spain G
Ross Stores United States G
Royal Dutch Shell United Kingdom G
S&P Global Inc United States G
Samsung Electronics South Korea G
Schneider Electric France G
Shenmao Technology Taiwan E
Siemens Germany S
Siemens Gamesa Renewable Energy SA Spain S
Singapore Technologies Engineering Singapore G
SMC Corporation Japan G
Societe Generale SA France G
Standard Chartered Plc United Kingdom G
State Oil Company of the Azerbaijan Republic Azerbaijan S
Stifel Financial Corp United States G
Stora Enso Finland S
Swiss Reinsurance Co Switzerland G
Tahoe Resources United States S
Tecnicas Reunidas SA Spain G
Tencent Holdings Limited China G
Tesla Inc United States S
Thai Union Group Thailand S
Total SA France G
Transcanada Corp Canada E
Uniper Germany G
Vale SA Brazil S G
Valeo France G
Valley National Bancorp United States G
Veolia France G
Vivendi SA France G
Volkswagen AG Germany E G
Wells Fargo & Co United States G
Wilmar International Limited Singapore S
Yahoo Japan Corp Japan E
Zijin Mining Group Hong Kong E S
ZTE Corp China E
Note: In bold are companies where Sustainalytics resolved at least one outstanding engagement issue 
Source: Pictet Asset Management, Sustainalytics, December 2018
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Anti-takeover related
This category refers to antitakeover 
mechanisms such as multiple voting 
rights, adoption/ renewal/amend-
ment of shareholders rights plan (eg 
poison pills), or supermajority vote 
requirement for mergers.

Capitalisation
This category includes share issu-
ance, capital variations, repurchase 
plans and debt issuance proposals.

Environmental & social
This category relates to the approv-
al of the Corporate Social Responsi-
bility report and/or amendments of 
E &S company policies

Non-salary compensation
This category includes items such 
as equity awards, share schemes, 
stock option plans, bonuses, com-
pany loans, approval of remunera-
tion report.

Preferred/bondholder
This category refers to proposals 
associated with preferred securities 
only and bondholders meeting.

Reorganisation and mergers
This category refers to the approval 
of company reorganization, approv-
al of restructuring plan, change of 
corporate form etc.

Compensation
This category refers to approval of 
remuneration report, caps/limits to 
executive compensation and disclo-
sure of compensation
mechanisms. 

Corporate governance
This category covers topics such as 
cumulative voting and proxy voting 
disclosures. 

Director related
This category covers resolutions rel-
ative to election of board members, 
change in structure/size of the 
board, discharge of the board or the 
establishment of guidelines such as 
term limits for directors.

General economic issues
This category relates to general 
economic issues such as trade and 
employment.

Health/environment
This category refers to resolutions 
relative to issues such as climate 
change, greenhouse gas emissions, 
nuclear safety, toxic substances 
(e.g. tobacco).

Other/miscellaneous
This includes items such as gender 
pay gap, political lobbying disclo-
sures or charitable donations.

Routine business
This category refers to routine busi-
ness topics such as approval of fi-
nancial statements, approval of al-
location of income/dividend, 
appointment of auditors, election of 
committee members, directors re-
muneration.

Social/human rights
This category encompasses resolu-
tions relative to employment stand-
ards, protection of human rights 
and other related topics.

Glossary
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Disclaimer 

This material is for distribution to 
professional investors only.  
However it is not  intended for 
distribution to any person or  
entity who is a citizen or resident 
of any locality, state, country  
or other jurisdiction where such 
distribution, publication, or  
use would be contrary to law or 
regulation. 

Information used in the preparation 
of this document is based upon 
sources believed to be reliable, but 
no representation or warranty is 
given as to the accuracy or com-
pleteness of those sources. Any 
opinion, estimate or forecast may 
be changed at any time without 
prior warning. Investors should read 
the prospectus or offering  
memorandum before investing in 
any Pictet managed funds. Tax 
treatment depends on the individual 
circumstances of each investor 
and may be subject to change in 
the future. Past performance  
is not a guide to future performance. 
The value of investments and  
the income from them can fall as 
well as rise and is not guaran-
teed. You may not get back the 
amount originally invested. 

This document has been issued 
in Switzerland by Pictet Asset 
Management SA and in the rest  
of the world by Pictet Asset  
Management Limited, which is 
authorised and regulated by  
the Financial Conduct Authority, 
and may not be reproduced  
or distributed, either in part or in 
full, without their prior author-
isation.

The Pictet Group manages hedge 
funds, funds of hedge funds and 
funds of private equity funds 
which are not registered for pub-
lic distribution within the Europe-
an Union and are categorised in 
the United Kingdom as unregulat-
ed collective investment 
schemes.

For Australian investors, Pictet 
Asset Management Limited 
(ARBN 121 228 957) is exempt 
from the requirement to hold  
an Australian financial services 
licence, under the Corporations 
Act 2001.

For US investors, shares sold in 
the United States or to US Persons 
will be sold in private placements  
to accredited investors only, pursu-
ant to exemptions from SEC  
registration under the Section 4 (2) 
and Regulation D private place-
ment exemptions under the 1933 
Act and qualified clients as  
defined under the 1940 Act. The 
shares of the Pictet funds  
have not been registered under 
the 1933 Act and may not,  
except in transactions which do 
not violate United States securi- 
ties laws, be directly or indirectly 
offered or sold in the United 
States or to any US Person. The 
fund management companies  
of the Pictet Group will not be 
registered under the 1940 Act.

Projected future performance is 
not indicative of actual returns 
and there is a risk of substantial 
loss. Hypothetical performance 
results have many inherent limi-
tations, some of which, but not 

 
all, are described herein. No rep-
resentation is being made that 
any account will or is likely to 
achieve profits or losses similar 
to those shown herein. One of  
the limitations of hypothetical 
performance results is that they 
are generally prepared with the 
benefit of hindsight. The hypo-
thetical performance results  
contained herein represent the 
application of the quantitative 
models as currently in effect on 
the date first written above and 
there can be no assurance that 
the models will remain the same 
in the future or that an applica-
tion of the current models in the 
future will produce similar results 
because the relevant market and 
economic conditions that pre-
vailed during the hypothetical 
performance period will not  
necessarily recur. There are nu-
merous other factors related  
to the markets which cannot be 
fully accounted for in the prepa-
ration of hypothetical perfor-
mance results, all of which can 
adversely affect actual perfor-
mance results. Hypothetical per-
formance results are presented 
for illustrative purposes only.  
Indexes are unmanaged, do not 
reflect management or trading 
fees, and it is not possible to  
invest directly in an index. There 
is no guarantee, express or im-
plied, that long-term return and/
or volatility targets will be 
achieved. Realised returns and/ 
or volatility may come in higher 
or lower than expected. A full list 
of the assumptions made can be 
provided on request.
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