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The incorporation of climate-related risks and con-
siderations into investment portfolio decisions has 
grown as the availability and accuracy of corporate 
emissions data have improved.

A variety of greenhouse gas (GHG) indicators is now 
disclosed by companies and made available by special-
ist data providers. At the same time, there has also been 
a proliferation of equity benchmarks that aim to gauge 
companies' alignment with Paris Agreement targets. 

Focusing on GHG emissions, this commentary seeks 
to shed light on the purpose and utility of these different 
metrics as well as their limitations. We argue that inves-
tors seeking to manage climate-related risks cannot limit 
themselves to scope 1 or even scope 2 emissions data; a 
scope 3 analysis is essential even if such data are not cur-
rently widely available. Investors who wish to both man-
age climate risks and make a positive contribution to the 
energy transition will need to deploy more complex car-
bon measurement techniques.

 Introduction

Investors seeking to manage  
climate-related risks cannot limit  

themselves to scope 1 or even  
scope 2 emissions data. 
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The Greenhouse Gas Protocol is the standard frame-
work for the measurement and management of GHG 
emissions in the corporate world. It incorporates three 
different types of emissions.

Scope 1 emiSSionS

These are a company's direct GHG emissions, those 
that stem from its operations and the resources it owns 
or controls. Examples of scope 1 emissions include the 
carbon dioxide produced by a coal-burning power plant.

Scope 2 emiSSionS

These are a company’s indirect GHG emissions, or 
those that result from its purchased energy. Scope 2 
emissions are essentially the scope 1 emissions of other 
companies. For example, when a car manufacturer pur-
chases electricity from a power utility, its scope 2 emis-
sions are effectively the utility’s scope 1 emissions.

Emission scopes defined

Figure 1 
Classification of greenhouse gas emissions

UPSTREAM ACTIVITIES
Production phase of a product until 
it leaves the factory gate

DOWNSTREAM ACTIVITIES
Total life of product starting a
er 
production to end of its full use-phase.

SCOPE 1
Direct
Direct greenhouse gas 
emissions generated 
by the company’s own 
operations. 
Company-owned trucks 
and cars, own power 
production, direct 
fossil-fuel consumption 
(e.g. gas-powered 
machines), other direct 
emissions (e.g. methane 
from cattle).

SCOPE 3 
Distribution to end client

Avoided 
emissions 
“SCOPE 4”
Saved or avoided  
emissions from 
replacement of the 
GHG sources (e.g. a 
new wind turbine 
will partially replace 
fossil energy).

SCOPE 3 
Product use
Emissions generated by the use 
of the product or service over 
its full lifecycle by the end client.

SCOPE 3 
Disposal / Recycling
Emissions generated by the use of 
the product or service over its full 
lifecycle by the end client.

SCOPE 3 
Supply chain
Indirect carbon emissions 
of the value chain. 
Purchased raw materials, 
outsourced activities, 
supplier activities, own 
business travel, transport 
of goods by 3rd parties, 
contracted waste disposal,
 etc.

SCOPE 2 
Electricity
Emissions from purchase 
electricity or heat.

Source: Pictet Asset Management 
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Scope 3 emiSSionS

Scope 3 emissions are the indirect GHG emissions 
generated by every activity in a company’s value chain. 
Scope 3 emissions can be upstream, those generated by a 
firm’s suppliers, or downstream, those which arise dur-
ing product useage and disposal (see Fig. 1). For a car 
manufacturer, for instance, the GHG emissions generat-
ed during the production of auto parts it receives from 
suppliers would be classified as upstream scope 3 emis-
sions. The emissions released by car owners during the 
lifetime of the vehicle, meanwhile, represent the auto-
maker’s downstream scope 3 emissions.

Beyond the GhG carBon protocol -  
avoided emiSSionS

A relatively new concept that is not part of the official 
GHG protocol, avoided emissions aim to quantify the 
carbon-reducing effects of a company’s products or ser-
vices.

These are sometimes referred to as scope 4 emissions, 
and typically apply to companies operating in the clean 
energy and environmental technology industries. A re-
newable energy company, for example, could be expected 
to have high avoided emissions because its products will 
generate far lower emissions relative to the fossil fu-
el-based power supplier it replaced.
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To use emission scopes in security selection and port-
folio construction, it is important to understand what 
each category of data can offer investors and what its 
limitations are. 

Scope 1: reSponSiBility  
to pay carBon price

Scope 1 emissions are best viewed as the first and es-
sential building block in a hierarchy of emissions types, 
but one which, in isolation, provides a limited amount 
of practical information. Energy production (electricity, 
heating) and transportation companies are the main 
sources of scope 1 emissions. Not surprisingly, these are 
also the sectors most frequently covered by the emis-
sions trading systems (ETS) being introduced by an in-
creasing number of countries. As portfolio risk manage-
ment tools, scope 1 emissions data have the advantage of 
being widely available; almost all companies provide 
such metrics on a regular basis, which means investors 
need perform only very basic calculations to determine 
the carbon footprint of their entire portfolio on this 
metric. 

For investors expecting binding systems of carbon 
pricing to be introduced worldwide at some point, scope 
1 emissions represent the equivalent of an emitter's legal 
obligation to pay a price for carbon (or carbon tax).

From this vantage point, scope 1 emissions appear to 
be a valid proxy for climate transition risk (or more spe-
cifically carbon risk).  After all, industries that are at the 
heart of the climate debate such as power utilities and 
transportation are also high scope 1 emitters.

On closer inspection, however, scope 1 emissions data 
do not always provide an accurate assessment of a com-
pany's carbon risk. That's because carbon taxes often fail 
to penalise their intended target. Companies can pass 
on the cost of higher carbon prices to other businesses 
in their supply chain.  

Firms that have monopolistic positions or strong 
pricing power, for instance, are able to transfer the cost 
of carbon taxes to their customers. In doing so, they also 
offload the risks associated with their scope 1 emissions. 
Under carbon pricing regimes, it is highly likely, for in-
stance, that utilities pass on at least a portion of the car-
bon price to energy consumers, whether companies or 
households. This means that while scope 1 emissions are 

Scopes: rationale and use cases
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easy to calculate, relying on them exclusively to gauge in-
vestment risk can deliver misleading results. They pro-
vide only a partial view of a company’s carbon emission 
risk. This is why investors should not confine them-
selves to scope 1 emissions data.

Scope 2: direct carBon riSk

Because scope 1 emissions can be transferred from 
emitters to their customers, scope 2 emissions are a ma-
jor component of corporate carbon risk. Scope 2 emis-
sions represent a company’s risk of having to pay the 
cost of an increasing carbon price out of its own profits. 
A prime example would be a capital goods manufacturer 
with high electricity consumption. Such a company may 
have very low scope 1 emissions but high scope 2 emis-
sions. For this reason, combining scope 1 and 2 emis-
sions provides a more comprehensive view of carbon 
risks to investors.

Scope 3: indirect carBon riSk

Scope 3 captures emissions that occur across a com-
pany’s value chain. They are emissions that are linked to 
a company’s activities but that it does not directly con-
trol.

Having a clear sense of both upstream and down-
stream scope 3 emissions is useful as they represent the 
upper bound of a firm's carbon-related risk. In other 
words, they indicate the carbon risk of a company that 
possesses no pricing power and is forced to bear the en-
tire cost of rising carbon prices across its value chain. In 
reality, however, the picture is more complex. A compa-
ny’s exposure to carbon price increases is invariably 
linked to the bargaining power it has relative to its sup-
pliers and customers.1 

Firms that enjoy dominant positions across their val-
ue chain – those large enough to set their terms of busi-
ness – are generally less exposed to carbon risk for a giv-
en level of scope 3 emission as they’re able to pass these 
risks on. Firms that are price takers, by contrast, will 
typically be more fully exposed to the carbon risk indi-
cated by their scope 3 emissions. As companies may have 
a different level of pricing power in their upstream and 
downstream markets, distinguishing between the two 
types of scope 3 emissions is often crucial to investment 
decisions.

 1 In precise economic terms, this reflects the 
relative elasticities of supply and demand in all 
relevant 



Consider the environmental credentials of the auto 
manufacturer Volkswagen (VW). Clearly, the dominant 
source of the company’s GHG emissions is car useage. 
This is defined as downstream scope 3 emissions. For in-
vestors considering an investment in VW, this is the rel-
evant dimension when assessing any potential risk to 
the firm’s profitability. This would help quantify the 
threat of an unexpected increase in carbon prices result-
ing, for example, from a hike in gasoline taxes. (see 
Fig. 2)

Another sector for which scope 3 emissions are an es-
sential part of climate risk analysis is food manufactur-
ing. Yet here it is the up-stream component that matters 
most. Take Kraft Heinz, the global food producer. For 
this company, purchased goods and services – all up-
stream scope 3 emissions – account for the bulk of the 
company’s total emissions. This is likely a result of its 
reliance on carbon-intensive ingredients such as red 
meat and indicates that any spike in carbon prices could 
very easily feed through to its input costs. (see Fig. 3)

In addition to upstream and downstream compo-
nents, scope 3 emissions also incorporate embodied car-
bon, a phenomenon that is generally confined to the real 
estate industry.

Embodied emissions essentially capture all the car-
bon emitted during the construction phase of a building, 
including those associated with raw material extraction 
and processing. 

For the UK home builder, Persimmon, for example, 
scope 3 emission account for 99 per cent of its total car-
bon footprint, with upstream scope 3 emissions repre-
senting over half of that. (see Fig. 4)

While environmentally conscious real estate investors 
gravitate towards energy efficient buildings that are 
built to be run with a low carbon footprint (downstream 
scope 3), Persimmon’s figures illustrate that upstream 
emissions can account for at least as large a fraction of 
the total.
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emiSSion type tonneS co2  
emitted

% of total

Scope 1 4.7m 1%

Scope 2 2.4m 1%

Scope 3 total 364m 99%

Scope 3 upstream 58m 16%

Scope 3 downstream 306m 82%

Source: Volkswagen Sustainability Report 2021, annual data;  
*figures given are CO2 equivalent, a metric used to compare different greenhouse gas  

emissions based on the global warming potential in a common unit  

Figure 2
Volkswagen greenhouse gas emissions, by scope*

emiSSion type tonneS co2  
emitted

% of total

Scope 1 25,000 1%

Scope 2 2,400 0%

Scope 3 total 2.5m 99%

Supply chain (upstream) 1.3m 50%

Homes in use (downstream) 1.2m 48%

Other 15,000 1%

Source: Persimmon Sustainability Report, 2021, annual data;  
figures given are CO2 equivalent 

Figure 4
Persimmon greenhouse gas emissions, by scope

emiSSion type tonneS co2  
emitted

% of total

Scope 1 0.6m 2%

Scope 2 0.7m 3%

Scope 3 total 25m 95%

Purchased goods and services  
(upstream)

18m 70%

Transportation/distribution  
(upstream)

1.7m 7%

Transportation/distribution  
(downstream)

1.3m 5%

Use of sold products  
(downstream)

1.1m 4%

End of life treatment of sold  
products (downstream)

1.1m 4%

Source: Kraft Heinz ESG Report, 2021, annual data;  
figures given are CO2 equivalent 

Figure 3
Kraft Heinz greenhouse gas emissions, by scope
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For investors seeking to manage their exposure to cli-
mate-related risks, then, a scoring method that com-
bines scope 1, 2 and 3 measures is the most effective way 
of measuring and comparing companies’ carbon foot-
prints. One potential drawback in using this approach 
to assess a portfolio’s total climate risk is the risk of dou-
ble counting.

This occurs when the companies included in a port-
folio form part of the same value chain.2 Double count-
ing could be troublesome, for instance, for international 
policy makers seeking to compare the actual GHG emis-
sions arising from specific geographic areas, such as 
those represented by regional stock indexes. For such an 
application, where the climate risk of the underlying 
companies is not the main focus, avoiding multiple 
counting of the same emissions might be relevant.

Even so, it’s important to note that there aren’t many 
cases in which double counting creates significant prob-
lems for investors.

Indeed, if the purpose of GHG footprinting is to as-
sess the climate transition risk in a portfolio, double 
counting can be desirable as a rise in the price of carbon 
is likely to reverberate through multiple supply chains.

Additional considerations

Figure 5
Carbon intensity by industry, tons of CO2 equivalent, 

by scope, per million EUR of revenue

 Source: Sustainalytics, Pictet Asset Management, data as of 31.12.2021 

Scope 1
Scope 2
Scope 3

0 2000 4000 6000 8000 10000 12000

Internet services

Diversi�ed banks
Apparel retail

Tech hardware
Integrated telecommunications

Wireless telecommunications

Life sciences tools & services
Household appliances

Industrial machinery

Semiconductors
Packaged foods

Forest products
Water utilities

Autos

Airlines
Steel

Electric utilities
Integrated oil & gas

 2 For example, consider the case where a utility 
provides electricity to a nearby manufacturing 
firm. If both companies are held in a portfolio for 
which GHG emissions are measured on a 
combined scope 1 and 2 basis, the electricity sold 
by the utility to the manufacturing company 
would be counted twice.
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For all the benefits of using scopes 1, 2 and 3, it is 
worth bearing in mind that there are trade-offs involved 
in using scope 3 in particular.

An obvious one is data quality. Scope 3 emissions are 
not routinely reported by companies and when they are, 
they often capture only a portion of the value chain (e.g. 
only upstream). When data is missing, ESG data provid-
ers turn to estimation methods that have a margin of er-
ror.

more than riSk manaGement

While using scopes 1, 2 and 3 emissions as analytical 
tools can help investors better manage carbon risk, the 
approach can also open up investment opportunities.

Having a comprehensive understanding of a compa-
ny’s GHG emissions and how they might evolve over 
time can help investors:

 • Identify which issuers are leaders and laggards on the 
path toward decarbonisation

 • Assess whether their valuations reflect this appropri-
ately

 • Identify alpha-generating opportunities

Figure 6
Composition of carbon emissions by scope,  

selected industries, %

Scope 1 emissions, 
% of total
Scope 2 emissions, 
% of total
Scope 3 emissions, 
% of total

20% 40% 60% 80% 100%

Airlines

Electric utilities

Forest products

Internet services

Diversi�ed banks

Semiconductors

Wireless telecommunications

Life sciences tools & services

Steel

Integrated telecommunications

Water utilities

Apparel retail

Packaged foods & meats

Technology hardware

Integrated oil & gas

Industrial machinery

Household appliances

Automobile manufacturers

0%

 Source: Sustainalytics, Pictet Asset Management,  
data as of 31.12.2021 



10

For those who wish to pursue impact investing (seek-
ing to make a positive contribution in addition to secur-
ing a financial return) scope 1, 2 and 3 emissions are in-
sufficient metrics because they do not capture the 
positive contribution a company’s products and services 
may have in facilitating the climate transition. For exam-
ple, a wind turbine manufacturer would have a sizeable 
scope 2 and 3 emission footprint, reflecting the emis-
sions from the extraction and processing of raw materi-
als as well as those from manufacturing processes. Yet 
its positive contribution – the role it plays in the substi-
tution away from fossil fuel-powered electricity genera-
tion (i.e. the avoided emissions) is not captured. Yet, that 
is exactly the dimension that impact investors would 
consider crucial.

While the relevance of avoided emissions is clear, es-
timating them is complex and inevitably relies on a 
number of assumptions. As a concept, the substitution 
effect represents a departure from a counterfactual base-
line scenario. In other words, it is difficult for investors 
to ascertain what the climate outcome would have been 
in the absence of the product or service in question.

That would correspond to the ideal of additionality as 
advocated by many impact investors.3Yet because it not 
possible to accurately calculate the net emissions avoid-
ed due to the adoption of a product or service, it is nec-
essary to use proxies. One way of doing so involves com-
paring a new product’s full life-cycle emissions to that of 
the product it is looking to replace. While methodolo-
gies are still evolving, the technical problems are not in-
surmountable. 

Avoided emissions

emiSSion type tonneS co2  
emitted

% of total

Scope 1 100,000 1%

Scope 2 3,000 0%

Scope 3 (upstream) 10.6m 99%

Avoided emissions  -17b

 Source: Vestas Sustainability Report 2021, annual data;  
figures given are CO2 equivalent 

Figure 7
Vestas carbon footprint, by scope

 3 For a more detailed discussion of this topic, 
see Thematic equities as impact investments,  
Pictet Asset Management, 2021
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But having accurate emission readings won't in and 
of itself ensure investors achieve their climate goals. To 
do that, such data needs to be used as part of a broader 
engagement and capital re-allocation programme. 

As we have argued elsewhere, investors’ key contribu-
tion to halting climate change comes via two channels: 
1) through actively engaging with companies to encour-
age them to transition and 2) through financing climate 
solutions, which require a concept such as avoided emis-
sions to assess.

Within listed equities markets, improvements in the 
measurement of corporate carbon footprints have given 
rise to a growing number of environmentally-themed in-
vestment strategies, many of which aim to invest in busi-
nesses that provide solutions to environmental challeng-
es through the products and services that companies 
offer.

Calls for climate investment solutions, in particular 
by impact investors, are likely to only grow louder, as 
will demands for standardisation and the adoption of 
avoided emissions measurement approaches.

Driving climate change mitigation

Calls for climate investment solutions,  
in particular by impact investors,  

are likely to only grow louder, as will  
demands for standardisation and the  

adoption of avoided emissions approaches. 
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For investors who wish to use scope 3 or avoided 
emissions in portfolio construction, data quality is an 
important consideration. Disclosure of scope 3 emis-
sions is still incomplete for many companies. As a result, 
ESG data providers have in a number of instances devel-
oped methods to estimate scope 3 figures in order to fill 
gaps in their databases. Such model-based approaches 
typically rely on statistical methods to infer scope 3 
emissions based on company characteristics and availa-
ble data for peers.

While estimates and proxies should always be treated 
with caution, they play an important role, giving inves-
tors a basis upon which to engage with the companies 
they invest in. Third party data can be used as means to 
agitate for an improvement in corporate disclosure and 
auditing. Ultimately, with emissions data quantity and 
quality improving, investors can expect scope 3 data to 
be increasingly reported and available in ESG databases.4 

Reported and estimated data

For investors who wish to use scope 3 or 
avoided emissions in portfolio, data quality 

is an important consideration. 

 4 The EU’s Corporate Sustainability Reporting 
Directive, expected to take effect between 2024 
and 2028 will likely help standardise this type of 
disclosure.



Understanding the use and limitations of the differ-
ent GHG emissions scopes is critical for climate-aware 
investors. For risk-focused investors, considering 
scopes 2 and 3 is relevant to gain a comprehensive un-
derstanding of a company’s carbon risk. For impact-ori-
ented investors, the measurement of avoided emissions, 
while a less established approach, will soon become vi-
tal. 

Concluding remarks
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While climate change is the primary focus for envi-
ronment-oriented investors, GHG emissions are only 
one aspect of humanity's environmental footprint. Envi-
ronmental degradation comes in many forms and each 
must be addressed to build a more sustainable economy.

The planetary boundaries framework, a model devel-
oped in 2009 by a group of scientists coordinated out of 
the Stockholm Resilience Centre, provides a more holis-
tic view, identifying eight other dimensions crucial to 
the wellbeing of the planet. The framework can be used 
to screen investments and to measure the environmen-
tal footprint of portfolios.

Case study: beyond carbon emissions

How to gauge an industry’s environmental footprint
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Life Cycle Assessment is an established tool 
that is used to calculate the waste emissions and

resource usage of each industry that makes up 
the global economy. It analyses every activity in 

the production of a good or service: the extraction 
of raw materials, manufacturing processes, distribution 
and transport, product use, and disposal and recycling.

The PB -LCA model shows that business activity of companies which 
provide specialised consulting and technical services in environmental 
and resource management actually improves biodiversity. 

The industry’s biodiversity footprint stands at a negative 1.27 x 
0.000001 extinctions/MSY per USD1 million of annual revenue.

This means products and services provided by this group of companies 
help restore biodiversity.

In fact, the environmental engineering industry has a positive ecological 
footprint across all the nine PB dimensions, particularly in terms of
promoting biodiversity and combatting global warming.  

Source: Pictet Asset Management, as of 20.0 5 . 2019

Combining the LCA with the PB produces a lens through which an 
industry's environmental footprint can be measured. 

ENVIRONMENTAL ENGINEERING 
AND CONSULTING

Using the data from the PB model, it's possible to undertake 
an environmental audit of every industry in the economy, 

assessing every aspect of its chain of production, as de�ned by the LCA. 
The objective is to determine whether an industry’s resource 

use/waste generation is above or below the PB’s sustainability thresholds. 

Combining the finding from the PB and incorporating the LCA , 
we calculate that the threshold for biodiversity loss for any industry, 
across its entire production chain, is 1. 3 x  0 .0 0 0 0 0 01 extinctions 
per one million species (M SY) per USD1 million of annual revenue.

The Planetary Boundaries model is an analytical framework 
that de�nes the ecological “safe operating space” within 

which human activities should take place. It sets 
ecological thresholds for nine of the most damaging 
man-made environmental phenomena. The model 

quanti�es a set of boundaries, which, if breached, would 
endanger the planet’s ecosystem. For example, for biodiversity 

to remain sustainable, the acceptable die-o� rate must be 
below 10 extinctions per one million species a year (MSY). 

The current pace is estimated to be 100 times higher 
than the natural background rate. 
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Companies operating in this industry provide specialised technologies 
and utility services on water sewage networks. The PB -LCA model shows 
the industry’s biodiversity footprint stands at minus 1.11 x 0.000001 
extinctions/MSY per USD1 million of annual revenue.

The water sewage networks industry has positive PB -LCA scores across 
the nine boundaries, with the exception of global warming.
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The industry’s biodiversity footprint stands at a negative 1.27 x 
0.000001 extinctions/MSY per USD1 million of annual revenue.

This means products and services provided by this group of companies 
help restore biodiversity.

In fact, the environmental engineering industry has a positive ecological 
footprint across all the nine PB dimensions, particularly in terms of
promoting biodiversity and combatting global warming.  

Source: Pictet Asset Management, as of 20.0 5 . 2019

Combining the LCA with the PB produces a lens through which an 
industry's environmental footprint can be measured. 

ENVIRONMENTAL ENGINEERING 
AND CONSULTING

Using the data from the PB model, it's possible to undertake 
an environmental audit of every industry in the economy, 

assessing every aspect of its chain of production, as de�ned by the LCA. 
The objective is to determine whether an industry’s resource 

use/waste generation is above or below the PB’s sustainability thresholds. 

Combining the finding from the PB and incorporating the LCA , 
we calculate that the threshold for biodiversity loss for any industry, 
across its entire production chain, is 1. 3 x  0 .0 0 0 0 0 01 extinctions 
per one million species (M SY) per USD1 million of annual revenue.

The Planetary Boundaries model is an analytical framework 
that de�nes the ecological “safe operating space” within 

which human activities should take place. It sets 
ecological thresholds for nine of the most damaging 
man-made environmental phenomena. The model 

quanti�es a set of boundaries, which, if breached, would 
endanger the planet’s ecosystem. For example, for biodiversity 

to remain sustainable, the acceptable die-o� rate must be 
below 10 extinctions per one million species a year (MSY). 

The current pace is estimated to be 100 times higher 
than the natural background rate. 
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Safe
Dangerous

Companies operating in this industry provide specialised technologies 
and utility services on water sewage networks. The PB -LCA model shows 
the industry’s biodiversity footprint stands at minus 1.11 x 0.000001 
extinctions/MSY per USD1 million of annual revenue.

The water sewage networks industry has positive PB -LCA scores across 
the nine boundaries, with the exception of global warming.

WATER SEWAGE 
NETWORKS

CASE STUDY:
SIZING AN INDUSTRY'S IMPACT ON BIODIVERSITY
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caSe Study: SizinG an induStry'S  
impact on BiodiverSity

Combining the finding from the PB and incorporat-
ing the LCA,  we calculate that the threshold for biodi-
versity loss for any industry,  across its entire production 
chain, is 1.3 x 0.0000001 extinctions  per one million spe-
cies (MSY) per USD1 million of annual revenue.

Environmental engineering and consulting
The PB-LCA model shows that business activity of 

companies which provide specialised consulting and 
technical services in environmental and resource man-
agement actually improves biodiversity. 

The industry’s biodiversity footprint stands at a nega-
tive 1.27 x 0.000001 extinctions/MSY per USD1 million of 
annual revenue.

This means products and services provided by this 
group of companies  help restore biodiversity.

In fact, the environmental engineering industry has a 
positive ecological footprint across all the nine PB di-
mensions, particularly in terms of promoting biodiversi-
ty and combatting global warming. 

Water sewage networks
Companies operating in this industry provide spe-

cialised technologies  and utility services on water sew-
age networks. The PB-LCA model shows  the industry’s 
biodiversity footprint stands at minus 1.11 x 0.000001 ex-
tinctions/MSY per USD1 million of annual revenue.

The water sewage networks industry has positive PB-
LCA scores across  the nine boundaries, with the excep-
tion of global warming.

 



17

 

Each of PictetAM's thematic investment portfolios 
has embraced this framework and uses it to estimate 
companies’ ecological footprint along all nine planetary 
boundary dimensions. This is achieved by using an au-
diting tool known as Life Cycle Assessment (LCA), 
which measures a company's environmental impact 
across its entire value chain. This tool incorporates 
scope 1, 2 and 3 emissions as well as avoided emissions, 
wherever they are relevant. Although such in-depth 
analysis isn't suitable for every investor, we believe it 
should form part of an impact investment approach; it 
is also being deployed by investors that wish to pursue 
social objectives.
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Disclaimer
This marketing material is for distribution to pro-

fessional investors only. However it is not intended 
for distribution to any person or entity who is a citi-
zen 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 docu-
ment is based upon sources believed to be reliable, 
but no representation or warranty is given as to the 
accuracy or completeness of those sources. Any opin-
ion, estimate or forecast may be changed at any time 
without prior warning. Investors should read the pro-
spectus 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 perfor-
mance is not a guide to future performance. The val-
ue of investments and the income from them can fall 
as well as rise and is not guaranteed. 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 authorisa-
tion. 

The Pictet Group manages hedge funds, funds of 
hedge funds and funds of private equity funds which 
are not registered for public distribution within the 
European Union and are categorised in the United 
Kingdom as unregulated collective investment 
schemes. For Australian investors, Pictet Asset Man-
agement Limited (ARBN 121 228 957) is exempt from 
the requirement to hold an Australian financial ser-
vices 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, pursuant to exemptions 
from SEC registration under the Section 4(2) and 
Regulation D private placement 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, ex-
cept in transactions which do not violate United 
States securities laws, be directly or indirectly of-
fered 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 inher-
ent limitations, some of which, but not all, are de-
scribed herein. No representation is being made that 
any account will or is likely to achieve profits or loss-
es similar to those shown herein. One of the limita-
tions of hypothetical performance results is that they 
are generally prepared with the benefit of hindsight. 
The hypothetical 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 eco-
nomic conditions that prevailed during the hypothet-
ical performance period will not necessarily recur. 
There are numerous other factors related to the mar-
kets which cannot be fully accounted for in the 
preparation of hypothetical performance results, all 
of which can adversely affect actual performance re-
sults. Hypothetical performance results are present-
ed for illustrative purposes only. 

Indexes are unmanaged, do not reflect manage-
ment or trading fees, and it is not possible to invest 
directly in an index. There is no guarantee, express or 
implied, that long-term return and/or volatility tar-
gets will be achieved. Realised returns and/or volatil-
ity may come in higher or lower than expected. A full 
list of the assumptions made can be provided on re-
quest.

Issued in December 2022
 © 2022 Pictet
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