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“Timber is becoming a strategic resource as 
forests are recognized as major CO2-sinks 
and wood-based materials represent com-
petitive bio-degradable substitutes to plas-

tics, concrete, or steel.” 

Christoph Butz, Mikael Jafs, Gillian Diesen 
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Equities as impact investments 

Impact investing is defined by its objectives, not by the type of asset 
or transaction. According to the Global Impact Investment Network 
(GIIN) the primary aim of impact investing is to deliver a positive, 
measurable social and environmental impact alongside a financial re-
turn irrespective of whether that is through a public or private trans-
action. A key feature, therefore, is the explicit intention to contribute 
to positive societal or environmental outcomes. 

Pictet AM’s thematic equities team abides by this definition*. In ad-
dition, we distinguish between: 

Company impact 

Positive impact generated by companies, which arises from the com-
pany’s activities contributing positively to solving environmental or 
societal challenges, in particular their products and services (e.g. 
clean energy production) 

Investor impact 

Positive impact generated by investors through: 
• financing of impact companies (via IPO and capital raise, or indi-

rectly through long term share price support) 

• active ownership of impact companies (engagement and proxy 
voting) 

• promotion of impact investing at large 

The first stage in the creation of a thematic impact strategy is the in-
tentionality, i.e. determining which products and services drive posi-
tive outcomes for the planet or society and which do not (e.g. activi-
ties with negative impact). 

Once companies delivering such products and services have been 
identified, investors can contribute positively by allocating capital to 
help such companies expand their activities, act as active owner to 
encourage improvement of their impact profile and promote the 
principles of impact investing within the financial industry and soci-
ety at large. 

Hence, the overall impact of managing a thematic impact strategy en-
compasses all steps described above. Impact reporting of thematic 
impact strategies should therefore cover the following topics: Inten-
tionality, Capital allocation to impact companies, Active ownership, 
Promotion of impact principles. This forms the basis for the struc-
ture of the present report1.  

 
1 The decision to invest in the promoted strategy should take into account all the 
characteristics or objectives of the promoted strategy as described in its prospec-
tus, or in the information which is to be disclosed to investors 
* Note: for a full description please see “Thematic Equities as Impact Investments, 
Pictet AM 2022” 

FOREWORD 

“The aim to measure impact is 
an intrinsic part of impact in-

vesting. However, impact 
measurement cannot be re-
duced to one number. It en-

compasses all steps that inves-
tors take to be agents of posi-
tive change for society and the 

environment.” 

Marc-Olivier Buffle,  
Thematic Equities 

https://am.pictet/en/luxembourg/global-articles/2021/expertise/thematic-equities/impact-investing-and-thematic-equities/tab/ImpactInvestingOverviewAndDefinition/Overview
https://am.pictet/en/luxembourg/global-articles/2021/expertise/thematic-equities/impact-investing-and-thematic-equities/tab/ImpactInvestingOverviewAndDefinition/Overview
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The UN FAO estimated that between 2015 and 2020, the rate of defor-
estation was at 10 million hectares per year2. Since 1990, a total of 420 
million hectares of forest have been lost through conversion to other 
land uses. This is a surface area larger than the size of India. The trend 
continues to worsen just as growing greenhouse gas concentrations in 
the atmosphere is an ever more pressing global challenge. Meanwhile, 
demand is rising to find alternatives to plastics which endanger sea 
life and adversely impact human health.  

Investing in sustainably managed forests and in biodegradable wood 
fibre-based materials is one way in which we can help fight these 
global challenges: 

- The UN Climate Change conference in Paris in 2015 confirmed that 
the loss and conversion of forestland will threaten both the future 
timber supply and the vital role that forests play as carbon sinks. 
Forests provide significant storage for excess atmospheric carbon 
(CO2). The use of timber and how it is sustainably cultivated are 
playing key roles in environmental discussions and in the mitiga-
tion of climate change. 

- Sustainably managed forests are also reservoirs of biodiversity. 
With rotations in the order of decades (representing >95% of forest 
cover at all times), forestry is much less disturbing than (sub-)an-
nual crop rotations in agriculture. By producing wood on well-de-
fined, managed surfaces, natural forests can remain untouched. In 
addition, forest soils are also known to act as water filters, protect-
ing water resources.  

- Finally, sustainably managed forests provide the raw material for a 
growing variety of biodegradable materials. The applications of 
wood fibre-based materials besides traditional wood products 
such as lumber and pulp are only set to grow, substituting plastics 
and other non-biodegradable materials.  

Our declaration of intent 

We intend to generate attractive returns as well as a positive environ-
mental impact by allocating capital to companies with access to for-
ests or companies that are active along the wood fibre value chain.  

We focus on companies that sustainably manage their forests, there-
fore ensuring that trees are replanted, tended to, and allowed to re-
grow to capture CO2 and help to maintain biodiversity.  

Wood-based materials represent a renewable, low carbon alternative 
to concrete, steel and plastics, and thus contribute to solve the world's 
climate and pollution problems. 

 
2 The State of The World’s Forests, UN Food and Agriculture Organization, 2020 

INTENTIONALITY 
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Definition of the investment theme 

The investment theme defines our long-term strategic orientation and 
sustainability objectives. Investment themes are identified based on 
our megatrend framework. 

The Timber strategy focuses on the full value chain of timber-based 
products and includes: 

› Forest owners 

› Wood products and home builders 

› Containerboard and packaging 

› Industrials, paper, and hygiene 

A dedicated Advisory Board helps the investment managers to track 
the evolution of the timber theme and to identify future trends in 
technology, public policy, and consumption patterns. The Board also 
helps defining new theme segments. 

Board members are recognized experts in their respective domain; 
they often come from academia, NGOs or the private sector. 

Timber Advisory Board 
CLARK S. BINKLEY - MANAGING DIRECTOR OF INTERNATIONAL FORESTRY 
INVESTMENT ADVISORS LLC, USA 
Area of expertise: Timberland Economics 
PROF. MICHAEL KÖHL - WORLD FORESTRY PROFESSOR UNIVERSITY OF 
HAMBURG, GERMANY 
Areas of expertise: Forestry Management and Wood Science 
DAVID WALKER - FOUNDER & MANAGING PARTNER OF KAURI CAPITAL, 
SINGAPORE 
Area of expertise: Forestry Transactional Advisory 
Source: Pictet Asset Management. 

Positive screen – thematic purity  

We identify an initial universe of listed companies active in the timber 
value chain. Only companies with sufficient exposure to timber are 
eligible for investment. This includes areas such as forest owners, 
wood products and home builders, containerboard, and packaging, as 
well as paper-based products.  

We include companies in the investable universe only if at least 20% 
of the enterprise value (or sales, EBIT, EBITDA, or similar measures) is 
derived from timber-related activities (“purity” to the theme).  

By applying this filter, we narrow the universe down from 40,000 to 
circa 200 companies.  

On average, the strategy has a purity of over 80%. 

  

On average, the 
Timber strategy 

has a purity of over  
80%. 
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Negative screen – exclusion policy  

The Timber strategy does not invest in ecologically sensitive areas, e.g. 
in companies that have a negative impact on High Value Conservation 
Forests (HVCF). We do not invest in regions where forest legislation 
is weak or not enforced and therefore the integrity of the forest is not 
guaranteed.  

When defining the investment universe of Thematic strategies, we 
also systematically exclude stocks that have negative impacts on the 
environment or society. If a company’s revenues generated by such ac-
tivities are above the threshold, the company is excluded from the uni-
verse.  

We also exclude companies in severe material breach of UN Global 
Compact Principles on human rights, labour standards, environmen-
tal protection and anti-bribery/corruption. 

Exclusions 
INDICATOR REVENUE THRESHOLD 

Severe breaches of international norms on human rights, labour standards, environmental protec-

tion and anti-corruption 
Yes 

Controversial Weapons, including anti-personnel mines, cluster munitions, biological and chemical 

weapons, nuclear weapons and depleted uranium 
0% 

Nuclear Power Generation >5% 

Thermal Coal Extraction >5% 

Thermal Coal Power Generation >5% 

Oil & Gas Production >5% 

Oil & Gas Power Generation >5% 

Oil Sands Extraction >5% 

Shale Energy Extraction >5% 

Arctic Oil & Gas Exploration/Extraction >5% 

Tobacco Products Production >5% 

Alcoholic Beverages Production >5% 

Genetically Modified Plants and Seeds Growth >5% 

Genetically Modified Plants and Seeds Development >5% 

Palm Oil Production and distribution >5% 

Pesticides Production >5% 

Military Contracting Weapons >5% 

Small Arms Civilian Customers (Assault Weapons) >5% 

Small Arms Civilian Customers (Non-Assault Weapons) >5% 

Small Arms Military/Law Enforcement Customers >5% 

Small Arms Key Components >5% 

Adult Entertainment Production >5% 

Gambling Operations >5% 

Gambling Specialized Equipment >5% 
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These are internal guidelines, complementing our Responsible In-
vestment Policy, and may be subject to changes at any time and with-
out prior notice.  

Please refer to Pictet Asset Management’s Responsible Investment 
Policy for exclusions that cover companies and sovereign/quasi sov-
ereign issuers across Pictet Asset Management. 

Exclusions are based on reliable sources gathered from reputable 
third-party research providers. Pictet AM retains full discretion over 
exclusions and always reserves the right to deviate from third party 
information on a case-by-case basis.  

We monitor the exposure to all activities that might be perceived as 
controversial by some investors. We use Sustainalytics as our exter-
nal data provider and enhance it with company disclosures and our 
own research. A full reporting of exposure to potentially controver-
sial activities is available in the Process & Data section.  

  

https://am.pictet/-/media/pam/pam-common-gallery/pictet-asset-management/responsible-investment-policy.pdf
https://am.pictet/-/media/pam/pam-common-gallery/pictet-asset-management/responsible-investment-policy.pdf
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 Company example  
 
Rayonier 

Rayonier Inc. is the largest stock-listed pure play timberland owner in our 
portfolio. The company owns and manages 2.7 million acres of timberland 
in the United States and New Zealand. 

Rayonier’s business model provides a natural climate change solution: the 
trees remove carbon from the atmosphere during their growth cycle, and 
after harvesting, a significant portion of this carbon remains stored for an 
extended period of time in manufactured wood products, and an even 
larger amount of carbon is avoided by using CO2-neutral wood products 
instead of fossil-based materials. After the trees are harvested, Rayonier 
then replants their forests and starts the process of growing trees and 
sequestering carbon all over again. With an eye on Sustainable 
Development, and to ensure the company can maintain its carbon negative 
activities, Rayonier’s internal research team continually evaluates climate 
change at both a global and regional level to assess the potential long-term 
impacts on the health and productivity of their forests. 

The company’s biggest positive impact with regards to the Planetary 
Boundaries is measured on the climate change category. 
 

Source: Rayonier, December 2022. 

 

 

Rayonier manages 2.7 
million acres of 
timberland in the 

United States and New 
Zealand. 

 
Source: Rayonier, 2022. 
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We believe it is important when reporting on impact strategies to dis-
tinguish between the positive contribution generated by the products 
and services of investees and the direct impact created by investors. In 
this chapter we first describe the decision criteria by which we allocate 
to impact companies and the resulting allocation, then we aim to es-
timate the aggregated impact generated by the activities of our strat-
egy holdings. 

Investment process 

To identify holdings and establish their weights in the thematic port-
folio, we perform fundamental analysis and primary research on com-
panies that are part of our theme’s investment universe (described in 
previous chapter). Factors taken into consideration are: companies’ 
thematic exposure (purity3), risk factors, valuation, business fran-
chise, management quality and ESG. All other factors being equal, a 
larger purity or a better ESG profile4 leads to a larger weight in the 
portfolio, hence a larger allocation of capital.5 

Company meetings & site visits 

The Timber team is having 60-80 meetings with companies’ top 
management a year, in order to check and test the validity of their 
current investment thesis. 

We also do field trips and try and see investee companies' forest and 
industrial assets whenever we have a chance to do so.  

Our team has the necessary forestry and investment background to 
make the most of such visits. This is particularly important when it 
comes to our timberland owning and managing companies, as noth-
ing can replace ‘boots on the ground’ when assessing the quality of 
companies’ timberlands and the way they manage these assets for 
the long-term. 

Primary market allocations  

Thematic teams regularly participate in initial public offerings (IPO) 
and rights issues. In some cases, Pictet strategies act as anchor-style 
investors, i.e., large institutional investors that are invited to commit 
to participating at an early stage ahead of the IPO and can therefore 
have a disproportionate impact on the success of the transaction.  

The Thematic team has participated in 10 primary market transac-
tions for a total volume of approximately USD 152.3 million in 2022. 

  

 
3 We systematically measure the exposure to sustainable activities in the strategy. 
We use exposure (purity as measured by revenues, Enterprise Value, EBIT or 
EBITDA) to the sustainable theme as our measure of impact.   
4 For a detailed description of ESG integration, metrics and reporting, please see 
the Process & Data section. 
5 There are three ways to allocate capital to stocks, IPOs, rights issues and trading 
shares. From an investor impact perspective, the first two are direct capital provi-
sion to the companies (e.g. can be used to build new factories), the third helps 
listed companies lower their cost of capital through improved trading liquidity and 
share price support. 

CAPITAL ALLOCATION TO 
IMPACT COMPANIES 
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Secondary market allocations 

The chart below indicates the Timber strategy’s purity-adjusted 
assets3. For each category, only the exposure of strategy holdings 
related to the sustainable timber value chain is counted.  

Timber Impact Asset Allocation per USD 1 million invested 

 
Source: Pictet AM, Purity-adjusted assets with a positive contribution per USD 1 
million invested in our Timber strategy, Data as of 31.12.2022; Total assets of our 
Timber strategy: USD 1’614 million, Total purity-adjusted assets with a positive 
contribution: USD 1’323 million. 

Overall, the Timber porfolio has a purity of 82%, i.e. USD 1’323 
million are allocated to activities, products and services that are 
related to the Timber-value chain and deemed to have a positive 
contribution to societal or environmental objectives. 

Company impact 

We define company impact as the positive contribution generated by 
companies’ products and services as described in this section. All 
other sections of this report detail investor impact related activities. 

Sustainable forestry in its most simple form means to grow trees, 
harvest, and replant them in an endless cycle. Managed forestland 
can be compared to agricultural land where the farmer takes care of 
the land, plants seeds, and then harvest them when the growth cycle 
is finished, and then replant again. The main difference is that in for-
estry, the cycles from planting to harvesting can span many decades. 
This has, of course, also important implications for sustainability as 
managing forest is usually much less intensive and environmentally 
much more benign than traditional agriculture.  

Globally, there are many listed companies that own significant for-
estland assets, and many have industrial activities that are linked in-
timately to their forestland base, as they utilise their renewable and 
sustainable raw material base to produce a variety of products. Sus-
tainably managed forests and the products & services derived from 
forestry offer many sustainable benefits: 
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> Ecosystem services: Forests protect soil, water, filter the air 
and provide the most important terrestrial habitat for biodi-
versity 

> Carbon capture & storage: Forests sequester CO2 from the air, 
store it in its biomass as well as in its harvested wood prod-
ucts 

> Carbon-neutral, green building materials: wood is lighter, has 
a much lower grey energy content, and allows for faster and 
healthier building 

> Sustainable Packaging: wood-based fibres are recyclable, and 
compostable, while plastic pollutes the environment for years 
to come 

> New wood-based Biomaterials: everything that is fossil-based 
today can be made of a tree - from fuels, to clothes, to chemi-
cal molecules 

> Green, Renewable and Bio-based Energy: energy from wood is 
CO2 -neutral; forest industry has high degree of energy self-
sufficiency 

> Circular economy: wood-fibres are recycled many times, and 
then used to generate CO2 -neutral energy at the end of their 
lifetime 

In particular, wood-based products can substitute fossil-based raw 
materials. We are thinking, for instance, of plastic packaging prod-
ucts being replaced with paper-based packaging materials, but also 
CO2 -neutral wood products for housing, that can replace and substi-
tute steel or concrete which is responsible for large amounts of CO2. 
While most companies in other sectors struggle to lower their 

The forest value chain 

 
Source: Pictet Asset Management, December 2022. 
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carbon footprint, integrated forest companies actually have a nega-
tive carbon footprint over the full life-cycle of their products, remov-
ing substantial amounts of carbon from the environment. 

According to Dr. Peter Holmgren’s (FutureVistas, former Director 
General of the Center for International Forestry Research) analysis, 
the European Forest industry products and activities, including the 
substitution effect, offset 20% of the EU’s total emissions of CO2. 
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Company example  
 
UPM Kymmene 

UPM is a Finnish forestry company that is one of the world's largest produc-
ers of pulp, paper, and other forest products. The company has a strong 
focus on sustainability, with a commitment to using renewable energy and 
minimizing its environmental impact. It is also a significant owner of forests 
and forest plantations in Finland, the United States and Latin America. 

We believe that one of the key strengths of the company is its diversified 
product portfolio, which includes a range of paper and pulp products, as 
well as biomaterials, energy, and wood construction. This diversification 
helps to mitigate the impact of any one product or market performing 
poorly, as the company can rely on the strength of its other products to 
continue driving growth. 

In 2020, UPM started a new biofinery project, expecting the technical start-
up by the end of 2023. The Leuna project (as it is called) is an example of 
how the Company is working towards its sustainability goals. This project 
involves the development of a new type of renewable fuel that is produced 
from wood residues and other bio-based materials. The fuel, called UPM 
BioVerno, has a significantly lower carbon footprint compared to fossil 
fuels, making it a more sustainable and environmentally friendly alterna-
tive. 

In addition to its focus on renewable energy, UPM also places a strong em-
phasis on the sustainable management of forests. The company has a com-
mitment to responsible forestry practices and works to protect biodiversity 
and reduce the environmental impact of its operations.  

 
Source: UPM Kymmene, December 2022. 

200 million end 
users benefit from UPM’s 
renewable and recyclable 

products. 

Source: UPM 2021 annual report 
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Environmental footprint 

We base the environmental footprint measurement of our thematic 
strategies on the scientific framework of planetary boundaries. Plane-
tary boundaries are ecological thresholds for nine of the most im-
portant environmental challenges: Climate change, Ocean acidifica-
tion, Ozone depletion, Eutrophication/Biogeochemical flows, Water 
use, Land use, Biodiversity, Atmospheric aerosols, Chemical pollu-
tion. 

Transgressing these boundaries would endanger the favourable envi-
ronmental conditions that have been in place for the last several thou-
sand years. Staying within these boundaries, in the so-called “safe op-
erating space”, will be crucial for mankind and all life forms on the 
planet.  

We operationalise the planetary boundary framework and apply it to 
an environmental assessment of companies. We analyse companies’ 
core activities, products and services over their life-cycle (‘from cradle 
to grave’) against the 9 boundaries. 

Most environmental reporting today is done taking into account emis-
sions related to companies own operations and supply chain. Wider 
impact of the products and services during and after their lifetime or 
positive impact stemming from desired substitutions are generally 
not considered. 

Our methodology accounts for the full life-cycle of products and ser-
vices provided by companies. The environmental footprint shown can 
therefore differ significantly from conventional approaches. 

It should be noted that our methodology can yield negative emissions. 
For example, in forestry, net negative emissions for CO2 are due to 

Planetary boundaries framework: a scientific framework to measure environmental impact along 9 criteria  

 
Source: Stockholm Resilience Centre, based on analysis in Persson et al 2022 and Steffen et al 2015 
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primary sequestration of atmospheric carbon in the growing biomass 
of trees as well as by avoiding fossil CO2 emissions in the first place 
by using wood-based materials and products instead of energy-inten-
sive fossil- or minerals- based materials such as steel, concrete or plas-
tic. 

Below we show the physical measures of our strategy versus MSCI All 
Countries along the nine environmental dimensions.  

Timber strategy vs MSCI All Countries World 

 

Source: Pictet AN, as of 31.12.2022. 

The environmental footprint of the Timber strategy is lower than that 
of the MSCI AC along all nine planetary boundaries.  

More than 98% of both the strategy and the reference index is covered. 
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As intended, the Timber strategy shows significant 'negative' emis-
sions for the carbon dimension, which is reflecting the sequestration 
of carbon in trees and wood products.  
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Company example  
 
Suzano Papel 

Suzano is a Brazilian pulp and paper company that is one of the world's 
largest producers of pulp and paper products. The company owns 1.3 mil-
lion hectares of productive Eucalyptus plantations, while safeguarding 
900k hectares of native forests in Brazil. 

One of the key strengths of the company is its diversified product portfolio, 
which includes a range of pulp and paper products, as well as tissue, pack-
aging, and forestry products. We believe that this helps Suzano to rely on 
the strength of other products to continue driving growth in case one seg-
ment performs poorly. Another strength of Suzano is its strong presence in 
growing markets, such as Asia and South America. The increasing demand 
for pulp and paper products in these regions presents significant growth 
opportunities for the company. 

The company focuses on the sustainability of its products, including the 
use of recycled materials in its paper products and the development of 
products with a lower environmental impact. For example, Suzano has de-
veloped a sustainable textile called Eucatex that is made from eucalyptus 
wood fibers and has a lower environmental impact compared to tradi-
tional textiles. Suzano also places a strong emphasis on the sustainable 
management of forests. The company has a commitment to responsible 
forestry practices and works to protect biodiversity and reduce the envi-
ronmental impact of its operations. 

 
Source: Suzano Papel, December 2022.  

 Suzano united with other 
companies to restore,  
conserve and preserve  

4 million  
hectares of native for-

est in Brazil. 

Source: Suzano, 2022. 
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Sustainable development goals 

In September 2015, the United Nations (UN) announced 17 Sustaina-
ble Development Goals (SDGs) as a part of the 2030 Agenda for Sus-
tainable Development. The Sustainable Development Goals, as de-
picted below, are a united set of global aims which balance the social, 
economic and environmental dimensions of sustainable develop-
ment. They recognize “that ending poverty must go hand-in-hand 
with strategies that build economic growth and address a range of so-
cial needs including education, health, social protection, and job op-
portunities, while tackling climate change and environmental protec-
tion”6: 

The United Nations’ 17 Sustainable Development Goals 

Source: United Nations, December 2022. 

Initially designed primarily for policy makers and governments, busi-
nesses increasingly try to show their exposure to SDGs within their 
Sustainability reports, while investors are also starting to request that 
asset managers demonstrate the exposure of their investment to 
SDGs. 

In the absence of a standardised global reporting framework on SDGs 
and given some excessive optimism we observe in terms of reporting 
practices, we believe it is our duty to provide our clients with a trans-
parent and rule-based SDG-exposure analysis of our strategies. We 
have developed an Artificial Intelligence-based quantitative analysis, 
based on input from our experienced investment managers in the The-
matic Equities team, to assess the relationship of companies’ key op-
erations as well as products and services with the 17 Sustainable De-
velopment Goals. 

Our process 

We aim for a systematic, data-driven estimation of companies’ link 
to the SDGs. Our proprietary AI engine uses natural language pro-
cessing (NLP) to analyse various sources of information for each 
company – including transcripts of earnings calls, company reports 
and financial databases. It then identifies a set of keywords which 

 
6 United Nations https://www.un.org/sustainabledevelopment/development-
agenda/ 
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occur the most frequently and which thus sum up that company’s 
DNA. 

Keywords have been selected based on the United Nations SDG 
framework and fundamental analysis of sub-industries to identify 
close relationships with the SDGs. Our analysts were supported by a 
3rd party provider specialized in natural language processing. 

The final SDG score shows the score difference between SDG scores 
of the reference index and our strategy. We aim to demonstrate 
where the strategy has a stronger link to the SDGs than the broad 
global equities market using MSCI ACWI as a proxy. 

The Timber strategy has its highest relative exposure compared to 
MSCI ACWI to SDG 12 (Responsible Consumption and Production) 
with a 58 percentage points higher score than the index. The strategy 
also has significant exposure to SDG 15 (Life on Land) and SDG 13 (Cli-
mate Action). 

More than 98% of the strategy is covered by SDG data. 

The Timber strategy and the SDGs 

 
Source: Pictet Asset Management, as of December 2022 

Please note that the SDG reporting framework has been refined in December 2021. 
Results cannot be compared to the framework that was in place before. We assess 
the relationship of companies' operations, products and services to the SDGs and 
take into account both positive and negative links. The chart shows the positive 
score differential between strategy and the reference index for each SDG based on 
our own methodology. The chart has been scaled to the highest relative SDG score 
of this strategy versus the index. Highest relative SDG score of the Timber strategy 
is: SDG 12 58%. 

Please refer to the SDG disclaimer at the end of the document. 
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Company example  
 
Kimberly-Clark 

Kimberly-Clark is a consumer goods company that is best known for its 
wood fibre-based personal care products, such as Kleenex tissues, 
Huggies diapers, and Cottonelle toilet paper. Many of the Company’s 
products are household names and have a long track record of cus-
tomer satisfaction. Bringing Kimberly-Clark to establish a strong brand 
recognition and customer loyalty, explaining a long history of con-
sistent financial performance, with steady revenue and earnings growth 
over the past decade. 

Kimberly Clark, through its portfolio, has a direct positive social impact. 
The products contribute directly to improve access to health and hy-
giene products.  The Company also has a number of initiatives aimed at 
providing essential products to underserved communities, including 
the distribution of free diapers to low-income families and the donation 
of hygiene products to disaster relief efforts. 

 
Source: Kimberly-Clark, December 2022. 

25% of the world 
population uses one 
of Kimberly Clark’s products 

every day. 
 

Source: Kimberly Clark, 2022. 
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It is our belief that equity investors, in their position as asset owners, 
can bring about positive change through active ownership. Investors 
have a key role to play to achieve sustainability through their voting 
decisions and focused, collaborative, and long-term engagements. In-
deed, we consider active ownership as integral to having an investor 
impact.  

Dedicated investors can have investor impact by successfully raising 
concerns on sustainability matters with companies which can lead to 
significant improvements for their stakeholders over time. 

Thematic investing is particularly effective at generating such inves-
tor impact as thematic investment managers create focused strate-
gies and are long-term investors across their investable universe. 
This establishes lasting relations with companies built on trust, 
which facilitate engagement discussion. In addition, larger thematic 
strategies are often a top twenty shareholders of their investees, 
which adds clout to engagement discussions. 

We believe that engagements can enhance long-term returns for our 
clients. It can also help to fulfil our fiduciary duty and to mitigate 
risk by better understanding business models and targeting improve-
ments on areas of concern. 

Engagement with companies 

Pictet’s Thematic Equity teams aim to pursue targeted engagements 
that are integral to our investment philosophy and driven by our 
bottom-up fundamental research. These engagements could address 
highest ESG concerns, help companies to improve their operations 
and sustainability practices, or focus on companies’ positive impact 
through their products & services.  

The identification of strategic engagement candidates is embedded 
in our engagement process and based on the materiality for stake-
holders and shareholders, and our ability to positively influence the 
company. Main considerations are: 

• Alignment of the engagement issue with a theme-specific engage-
ment topic or alignment with Pictet-group engagement priorities 
in areas where we have credibility 

• The degree of materiality for the company’s stakeholders and/or 
its long-term fundamentals (financials)  

• Our ability to influence the company (either through a significant 
ownership stake in the company or by having good, long-term re-
lationships with the company) 

  

ACTIVE OWNERSHIP 
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Identification of strategic engagement candidates 
 

 

Source: Pictet Asset Management, 2022. 

Idiosyncratic ad-hoc engagements could be triggered by: 

• Direct company requests for feedback or engagement 

• Fundamental analysis identifying potential areas for improvement 

• A red flag raised from ESG screens or data providers pointing to-
wards potential high sustainability risks 

• Proxy voting decisions triggering follow-up discussions with man-
agement 

• Risks or concerns resulting from a corporate event 

Engagements are generally led directly by each investment team for 
the topics they have identified during the analysis phase.  

In order to maximise the impact of our engagements, our teams can 
engage on a collaborative basis if this most likely will result in a posi-
tive outcome. Collaborations can be formed with other Thematic Eq-
uity teams or other equity or fixed income strategies. They could also 
become part of Pictet Group engagements – coordinated by Pictet’s 
ESG team – or be organized with external third parties. In some 
cases, we may outsource engagements to an external engagement ser-
vices provider to achieve our engagement objectives. 

The Timber strategy is involved in the following engagement cases: 

Timber engagements in number of companies 

 
Source: Pictet AM as of 31.12.2022 
Please note that several engagement topics with the same company are double 
counted. 
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Engagement example  
 
The Timber team is constantly seeking ways to add value to the companies 
in which they invest. In this particular case, the team identified an oppor-
tunity to engage with a company active in the timber real estate industry by 
asking them to add a member with forestry competences to their board. 

The team believed that somebody from the industry would be able to pro-
vide valuable insights and industry knowledge to the company, and that 
their presence on the board would increase the company's credibility and 
reputation within the industry. As we are a major shareholder of the com-
pany, the management took our request very seriously, promising to look 
into the question.  

However, shortly after this engagement took place, the company was ac-
quired by another company, and the Timber team is very satisfied with the 
outcome of this partnership as the acquirer is a well-managed timberland 
company, which is also held in the fund and the new owners bring in exactly 
the long-standing forest expertise we felt needed to be strengthened at 
board level. We believe that our engagement helped to improve the com-
pany's operations and position within the industry. 
 

Source: Pictet Asset Management, December 2022. 

 

We used our position 
as a large shareholder 

to press for 
structural im-
provements in 
the company's board 

structure. 
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Proxy voting 

Voting rights are systematically exercised at general assembly meet-
ings for the companies held in the fund in accordance with Pictet 
AM’s voting policy and through the ISS proxy voting platform7. Our 
voting policy takes into account internationally recognised standards 
of corporate governance. Subject to the comments above, we vote 
against resolutions that are not in the interest of shareholders. 

 
7 https://www.issgovernance.com/solutions/proxy-voting-services/ 

 
Source: ISS, Pictet Asset Management, as of 31.12.2022. 
Please refer to the quarterly standard reporting for full proxy voting statistics of the strategy and descriptions of categories. 
Our annual and monthly voting can be viewed here. 

Glossary:  
Breakdown of votable meetings: Number and percentage of General Assembly meetings where votable items were presented 
to shareholders. Meetings are broken down in three categories: (i) meetings where we supported all items, (ii) meetings where 
we voted against, withheld, or abstained on at least one item, and (iii) meetings where we could not vote for technical or legal 
reasons. For Swiss companies, votes against management exclude resolutions seeking shareholder approval to transact other 
business. 
Breakdown of votable items: Number and percentage of votable items presented to shareholders at General Assembly meet-
ings of portfolio companies. Items are broken down in three categories: (i) votes in line with the management (ii) votes against 
the management (iii) items not voted. 

Systematic proxy voting on 
100% of our active equity 
strategies 

https://am.pictet/en/uk/global-articles/2021/expertise/esg/proxy-voting
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Breakdown of votes against management: Number and percentage of votes against management broken down by category. 
This includes votable items proposed by management and excludes votable items proposed by shareholders.  
Breakdown of shareholder resolutions: Number and percentage of votable items proposed by shareholders. Items are broken 
down in three categories. (i) shareholder resolutions that we supported, (ii) shareholder resolutions that we opposed, (iii) 
shareholders resolutions for which we abstained. 
Categories of shareholder resolutions that we supported: Number and percentage of shareholder resolutions that we sup-
ported broken down by category. 
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Investing with sustainability principles through listed equities can 
have a positive impact on society and the environment. Every addi-
tional implementation of such approach by asset managers tilts the 
global investor base further in that direction. Promotional and infor-
mational activities around such approach contributes to accelerating 
that shift.  

Investors can contribute to the greater understanding and adoption 
of impact investing through the management or promotion of im-
pact strategies. This will help accelerate an industry wide shift and 
its associated redirection of capital fostering positive change. This is 
in essence what the Impact Management Project (2018) refers to as 
“signalling that impact matters”.  

Engagement with industry stakeholders  

We include active engagement with industry stakeholders in our en-
gagement framework. This reflects our commitment to drive the ESG 
discussion within the asset management industry and to raise aware-
ness and better understanding of environmental, social and govern-
ance aspects of investment management with our clients.  

UNPRI 

Pictet AM has been a signatory of the UNPRI since 2007 and has been 
awarded an A+ rating under the PRI’s Reporting and Assessment 
Framework. In addition. Pictet AM actively participates to several in-
vestor initiatives aimed at sharing best practices between asset man-
agers and owners and encouraging corporate disclosure on ESG is-
sues. We are notably involved in the IIGCC (Institutional Investors 
Group on Climate Change), SSF (Swiss Sustainable Finance) and simi-
lar organisation in the UK, Germany and Spain.  

Net Zero Asset Managers 

In October 2021, the Pictet Group has joined the Net Zero Asset 
Managers initiative, further strengthening its commitment to sup-
port the goal of net-zero greenhouse gas emissions by 2050 or earlier. 
In order to ensure the firm follows a science-based approach to set-
ting its targets, Pictet is also supporting the Business Ambition for 
1.5 degrees from the Science-Based Targets Initiative (SBTi). As part 
of the asset manager/owner community, the investment activities of 
Pictet have an impact on climate change outcomes and the firm has a 
responsibility to understand how to foster positive and mitigate neg-
ative impact. Solving the major environmental and social challenges 
of our time will require increased collaboration and transparency. 
Joining the Net Zero Asset Managers Initiative and the SBTi Business 
Ambition for 1.5˚ is an expression of these beliefs.  

Scientific Collaboration 

At Pictet AM, scientific collaboration takes many forms. The firm 
produces research and thought leadership on environmental issues 
in collaboration with universities. University professors who are 
leaders in climate science and ecology are also on the firm’s thematic 
strategy advisory boards.  

PROMOTION OF IMPACT 
PRINCIPLES 
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One example is Pictet AM’ collaboration with the Stockholm Resili-
ence Centre (SRC), which established a ground-breaking scientific 
model called Planetary Boundaries, or PB. The model identifies the 
nine most critical environmental dimensions — among them, carbon 
emissions, freshwater use, land use and biodiversity — that are essen-
tial to maintaining a stable biosphere, and it quantifies the safe oper-
ating space within which human activities should take place. Work-
ing with the SRC, Pictet AM has adapted the PB model to quantify 
the environmental impact for every USD 1 million annual revenue 
that a business generates  

Pictet AM supports and actively participates in international and na-
tional initiatives, including: 

ORGANISATION/INITIATIVE/ PART-
NERSHIPS 

INVOLVEMENT OF PICTET ASSET MANAGEMENT 

FNG, SpainSIF Member 
UNPRI Signatory 
Copenhagen Institute for Futures 
Studies (CIFS) 

Member, Research Partnership: Megatrends Research 

CDP  Member 
Swiss Climate Foundation Corporate sponsor 
EFAMA (European Fund and Asset 
Management Association) 

Member of the Stewardship Market Integrity & ESG Investment Standing 
Committee 

UK Stewardship Code Signatory 
Climate Bond Initiative Member of the Standards Board 
IIGCC (Institutional Investors Group 
on Climate Change) 

Steering Committee Member Investment Practices program; Vice-chair 
of the Board (from 2013-2016) 

FTSE Environmental Markets Member of the Advisory Committee 
Swiss Sustainable Finance (SSF) Founding member 
JP Stewardship Code Signatory 
Stockholm Resilience Centre (SRC) Research Partnership: Planetary Boundaries Framework (from 2014-on-

going), Mistra Biodiversity Finance programme (from 2022) 
Investment Association Member of the Sustainability and Responsible Investment Committee 
Climate Action 100+ Collaborative Engagement 
Access to Nutrition Initiative (ATNI) Signatory (Pictet Group) 
EMpower Partnership 
Mining and Tailings Safety Initiative Collaborative Engagement 
UNEP Finance Initiative Signatory (Pictet Group) 
Task Force on Climate-related Fi-
nancial Disclosures (TCFD) 

Signatory 

FAIRR Collaborative Engagement 
ICGN (International Corporate Gov-
ernance Network) 

Member 

Science Based Targets Initiative 
(SBTI) 

Signatory (Pictet Group) 

Net Zero Asset Managers Initiative Signatory (Pictet Group) 
ESG Data Convergence Project Steering Committee member (Pictet Group) 
Institute of International Finance 
(IIF)  

Research Partnership: Bonds that build back better 

Responsible Investing Association 
(RIA) 

Member 

Ceres Valuing Water Finance Initia-
tive 

Signatory (Pictet Group) 

Finance for Biodiversity Foundation Member (Pictet Group); participants in the Impact Assessment and En-
gagement Working Groups. 
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Taskforce for Nature-related Finan-
cial Disclosures 

Member of TNFD Forum (Pictet Group) 

Source: Pictet Asset Management, December 2022.   

Sources:  
https://am.pictet/en/globalwebsite/global-articles/company/truth-about-cli-
mate-change https://www.am.pictet/en/switzerland/global-articles/2020/exper-
tise/thematic-equities/planetary-boundaries-and-environmental-footprint-of-bu-
sinesses https://www.group.pictet/responsible-vision/building-bridges-summit-
geneva https://www.am.pictet/en/switzerland/global-articles/2020/exper-
tise/thematic-equities/role-of-wastewater-and-coronavirus 

https://am.pictet/en/globalwebsite/global-articles/company/truth-about-climate-change
https://am.pictet/en/globalwebsite/global-articles/company/truth-about-climate-change
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Engagement example  
 
The Timber team recently engaged with a company to address their corpo-
rate governance and sustainability practices, with a focus on environmen-
tal, social, and governance (ESG) incentives. Specifically, we engaged with 
the company to incorporate ESG targets related to their 2030 vision into 
executive compensation plans, separate the roles of CEO and Chairman, 
disclose key performance indicators related to waste and effluents, im-
prove the disclosure of their biodiversity dependencies and impacts, and 
ensure sustainable sourcing of wood, including at and from joint ventures. 

We believe that these efforts will help to improve the company's supply 
chain policies, sustainability reporting, and overall corporate governance 
practices. We are committed to working with companies to promote re-
sponsible and sustainable business practices, and we believe that this en-
gagement will be beneficial for all stakeholders involved. This engagement 
is ongoing. 
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Promotion of impact to the wider public  

Environmentally and socially themed strategies require significant 
efforts by asset managers to communicate with clients and prospects. 
This is true of the client acquisition and of the relationship mainte-
nance phase. The reason is that investors typically need to obtain 
enough comfort with this novel approach, the definition of the 
theme, its rationale, and methodological aspects before committing 
capital. Thereafter, since themes evolve over time, thematic updates -
-beyond performance-- are required.  

At a time where the adoption of ESG concepts in general, and of the 
thematic impact perspective in particular, still have a long way to go, 
such informational efforts should be viewed as a mechanism of in-
vestor impact8.  

Thematic teams regularly participate as speakers in industry confer-
ences and seminars for the purpose of promotion, but also education 
and knowledge transfer on thematic impact investing. The presence 
in media and web as well as the publication of white papers and sus-
tainability-themed research helps the promotion and education of 
thematic impact investing.  

 
Hans Peter Portner, Head of Thematic Equities, presents thematic investing at a 
conference in New York in May 2022. 

Extensive sustainability-related research is available on mega.online. 
The purpose of Mega is to explore these seismic developments – to 
provide insights into the problems faced by humanity and the inno-
vations that could one day solve them. With articles and videos fea-
turing leading academics, scientists and entrepreneurs active in the 
fields of sustainability, technology, health, alternative energy, and 
agriculture, Mega seeks to energize and enrich the debate over how 
to create a better-functioning economy and society. 

  

 
8 See Buffle (2017) or Roessing and Freedman (2020) for examples of informational 
/ educational contributions in investment industry publications. 
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Examples of recent activities by Pictet AM’s thematic equities team.  
 

  
 
 
 
 
Sources:  
https://am.pictet/en/globalwebsite/global-articles/company/truth-about-climate-
change 
https://www.am.pictet/en/switzerland/global-articles/2020/expertise/thematic-
equities/planetary-boundaries-and-environmental-footprint-of-businesses 
https://am.pictet/en/uk/global-articles/2022/expertise/thematic-equities/unders-
tand-emissions-for-climate-risk#overview 
https://am.pictet/en/globalwebsite/mega/2022/forest-fires-and-ai  
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The Pictet Group is a committed advocate of responsible investing 
and wants to play an active role by encouraging sustainable finance. 
The industry must be steered towards more inclusive thinking 
around people, planet and strategies, because over the long term, 
they are inextricably linked. Responsibility starts with what we do 
with our own assets.  

1. How we invest our balance sheet: This includes our corporate 
treasury as well as seed investments. As we have full control over 
our balance sheet, we have committed to portfolio decarbonisa-
tion and investing in activities that contribute to accelerating the 
transition to a low-carbon economy.  

2. Employee engagement to foster responsibility: Our employees are 
our most crucial asset and a key amplifier when it comes to sus-
tainability and responsible behaviour. We will continue to engage 
with our colleagues on sustainability topics and encourage them 
to be involved in local actions, especially where we have a strong 
presence.  

3. How we manage our direct environmental impacts: In our own 
business activities we are taking every possible step to cut our car-
bon footprint by employing the most advanced building technol-
ogy, reviewing every aspect of our operations and reducing the en-
vironmental impacts of our infrastructure and employee mobility.  

4. Philanthropy for environmental and social benefit: As the ulti-
mate “risk capital”, philanthropy can be an important part of tack-
ling some of the world’s most intractable problems. Through our 
initiatives and supported projects, we seek to stimulate action on 
environmental and social issues.  

5. Advocacy and partnerships: We strive to encourage all our stake-
holders and partners to implement sustainability and responsible 
investment. We have therefore signed the UN Principles for Re-
sponsible Investment for all business lines, including our pension 
fund, and committed to the UN Principles for Responsible Bank-
ing. 

In addition, Pictet puts a particular focus on four priority themes for 
engagement across all asset classes: 

 

These principles have led to the following results:  

• The firm has reduced its own CO2 emissions per employee by 73% 
between 2008 and 2020.  

• Pictet’s balance sheet is invested in activities that help speed up 
the transition to a low-carbon economy.  

IMPACT ACROSS PICTET  
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• Pictet has eliminated balance-sheet exposure to fossil fuel produc-
ers and extractors.  

• Pictet takes a fair and equitable approach to recruitment, promo-
tion and pay, including a yearly gender-pay gap analysis.  

• The Pictet Group Foundation was established to fund impact-
driven solutions that build resilient communities and ecosystems 
in the areas of water and nutrition.  

• Pictet is supporting volunteering programs where employees can 
take part in social or environmental projects. The activities in-
clude lake cleaning or mentoring unemployed people.  

Prix Pictet Founded in 2008 by Pictet  

The Prix Pictet aims to harness the power of photography to draw 
global attention to issues of sustainability, especially those concern-
ing the environment.  

Founded in 2008 by the Pictet Group, the Prix Pictet has become the 
world’s leading award for photography and sustainability. To date, 
there have been eight cycles of the award each of which has high-
lighted a particular facet of sustainability. The nine themes are Wa-
ter, Earth, Growth, Power, Consumption, Disorder, Space, Hope and 
Fire. 

Philanthropy/Charity Foundation Established in 2009 

The Pictet Group Charitable Foundation provides financial support 
to charitable organisations and public-interest projects, both in Swit-
zerland and abroad. The Foundation strives to improve the lives and 
well-being of the most vulnerable, fostering a more resilient and sus-
tainable future for all. It supports projects that help mitigate press-
ing challenges for the environment and youth. 

Water and Nutrition together are two of the most basic needs for hu-
man life. Yet with climate change and a growing population, fulfil-
ment of these needs is becoming a major challenge in many parts of 
the world. The Pictet Group Foundation supports projects and im-
pact driven solutions that build resilient communities and ecosys-
tems in the field of Water and Nutrition, with a view to further ex-
pand into other areas in line with the Group’s responsible vision. 

By partnering with entrepreneurial social and environmental 
changemakers, the Foundation seeks to have maximum impact at 
grassroots, community and policy level. 
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Pictet Foundation examples 
 
 

AFRICA WATER SOLUTIONS 

Access to clean water in rural Uganda 

Africa Water Solution improves access to 
clean water, sanitation and hygiene infra-
structures in rural communities of Uganda. 
Africa Water Solutions trains the local popu-
lation and facilities staff (schools and health 
centers) to adopt best practices of hygiene, 
water-harvesting, handwashing and water 
disinfection solutions in the long run. 

Rivers of food 

How healthy are central to feeding the world 

Pictet Group Foundation supported the study by WWF, 
analysing four critical components for food production 
that rely on rivers: freshwater fisheries and aquaculture, 
deltas, irrigation, and flood recession agriculture, The 
study highlights the considerable value that rivers pro-
vide in terms of nutrition and food security. Preserving 
the rich biodiversity found in and around rivers and 
managing the resources of these fragile ecosystems is es-
sential, given the challenges regarding access to water 
and healthy nutrition. 

WaterAid 

Foundations for the Future in Nepal 

WaterAid was founded by British water compa-
nies in 1981 to bring sustainable water, sanitation 
and hygiene (WASH) to the world’s poorest and 
most marginalised communities. Access to clean 
water and to decent sanitation improves health 
and life expectancy, keeps girls in education and 
unlocks the potential of entire communities.  

In Nepal, WaterAid aims to create a blueprint for future in-
frastructure and improved water security in remote and dif-
ficult terrain. WaterAid helps communities lobby their lo-
cal governments to improve their service provision, while 
also training community members to maintain the service 
and pass their skills on to future generations. 

Fondazione Italia Uganda 

Seeds of Hope in Uganda 

Through its Seeds of Hope project, Fondazione Italia Uganda aims to ad-
dress the problems of hunger and food insecurity – which have only wors-
ened during the Covid-19 emergency – in some of the most disadvantaged 
urban slums of Kampala, Uganda, where 70% of the poorest people eat only 
one meal a day, the prices of basic food and water keep rising and casual 
workers are finding it harder to make a living. Working directly with fami-
lies, Fondazione Italia Uganda provides training in urban farming and helps 
households develop their own urban gardens. It also improves access to wa-
ter and assists communities with building resilience using their own local 
resources and solutions. 

Food 4 Education 

Feeding the Future in Kenya 

Food 4 Education is a social enterprise whose mis-
sion is to ensure that no child has to learn while 
hungry. Chronic and acute under-nutrition and 
micronutrient deficiencies continue to be a persis-
tent critical issue in many regions of Africa owing 
to low food production and broken food systems. 
In Kenya, Food for Education leverages commu-
nity, parent and government partnerships at scale 
to expand national school feeding programmes. 
Led by African women, Food for Education uses 
technology and smart supply chains to source 
fresh, nutritious and local ingredients from small-
holder farmers, while simplifying distribution and 
enabling parent and community participation to 
bring high-quality daily meals to children with the 
aim of improving their health and educational 
outcomes. 

Source: Pictet Group Foundation, 2022 

https://www.pictet.com/ch/en/responsible-vision/pictet-group-foundation
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Company Segment Positive Impact Contribution of the Company's Products & 
Services 

Purity Portfolio 
Weight 

Rayonier Inc Timberland 

Owns and manages 2.7 mn acres of forestland predomi-
nantly in the US South, Pacific NW & New Zealand. Sustain-
able forest manager and wood-based product producer - 
maintain global forest supply, a CO2 sink, protect biodiver-
sity 

Very 
High 6.4% 

Potlatchdeltic 
Corp Timberland 

Owns and manages close to 2mn acres of sustainable tim-
berland in Idaho and the U.S. South. Wood-based product 
producer - maintain global forest supply, a CO2 sink, protect 
biodiversity 

Very 
High 6.3% 

Weyerhaeuser 
Co Timberland 

Sustainable forest manager (owns >11mn acres of for-
estland) and producer of lumber and wood-based materials 
- maintain global forest supply, a CO2 sink, protect biodiver-
sity 

Very 
High 6.0% 

Svenska Cellu-
losa Ab Sca-B Timberland 

Manages >2 mn ha of sustainable forests in Sweden, pro-
duce pulp, kraftliner, paper and wood products - maintain 
global forest supply, a CO2 sink, protect biodiversity, cater 
to global demographic development 

Very 
High 3.0% 

Upm-Kymmene 
Oyj Paper 

Sustainable paper and other wood product manufacturer 
and supplier. Forest operations maintain global forest sup-
ply, a CO2 sink and protect biodiversity 

Very 
High 3.0% 

Stora Enso Oyj-
R Shs Packaging 

Large Scandinavian forest company, integrated in packag-
ing, pulp, paper and wood products. Owns >1m hectares in 
Sweden, Finland and LATAM. Environmentally-friendly 
packaging materials and wood-based products producer. 
Forest operations maintain global forest supply, a CO2 sink 
and protect biodiversity 

Very 
High 2.9% 

Kimberly-Clark 
Corp Hygiene 

Leading global health and hygiene company producing fi-
bre-based diapers, feminine care, tissues, paper towels, in-
continence care products, and disposable face masks. Ca-
ters to growing ageing populations and middle class con-
sumers 

Very 
High 2.9% 

West Fraser 
Timber Co Ltd 

Wood 
Products 

Largest North American lumber producer with sawmills in 
B.C., Alberta and the US South. Sustainable producer of 
lumber and wood-based materials, promotes use of sustain-
able materials. Forest operations maintain global forest sup-
ply, a CO2 sink and protect biodiversity 

Very 
High 2.8% 

Suzano Papel E 
Celulose Sa Pulp 

Suzano Papel is a sustainable pulp and paper company. 
They are providing solutions to replace plastic-based mate-
rials and help transition towards renewable resources and a 
more circular economy. Their products include bio-based 
textiles and raw materials for packaging and paper products. 
They are committed to biodiversity and combat deforesta-
tion. Suzano owns one of Brazils largest private natural ar-
eas, spanning over 965,000 hectares across the Atlantic For-
est, the Amazon rainforest and Cerrado biomes. The com-
pany owns 1.3 million hectares of planted and certified eu-
calyptus plantations. All the wood used in their production 
process comes from eucalyptus planted for this purpose 
and they do not grow plantations or acquire eucalyptus 
planted in areas that were previously occupied by native 
vegetation and that were legally or illegally deforested. 

Very 
High 2.8% 

PROCESS & DATA 
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Essity Aktiebo-
lag-B Hygiene 

Essity is a provider of hygiene solutions across three seg-
ments: Medical care, professional hygiene solutions and 
personal hygiene products. Their products span a wide 
range from incontinence products, wound care or orthope-
dics, cleaning & sanitizing products for healthcare and hos-
pitality sectors to consumer products such as tissues, baby 
care or feminine care. Hygiene and health are more im-
portant than ever, and Essitys purpose is to improve well-
being and contribute to a healthy, sustainable and circular 
society. Essity is the global market leader in incontinence 
products with the TENA brand and in professional hygiene 
with the Tork brand. Essity has an SBTi approved carbon re-
duction target and targets 85% share of packaging manufac-
tured from renewable and/or recycled materials by 2025. 

Very 
High 2.6% 

Source: Pictet AM as of 31.12.2022; Purity is classified as follows: Low 20%- 39% purity, Medium 40-59% purity, 
High 60%-89% purity, Very High is above 90% purity. 

ESG integration in investment process  

The investment team in charge of the Timber strategy is embedded 
in Pictet AM’s Thematic Equities team. Our investment teams are 
specialized and dedicated to their thematic strategies. Investment 
managers have dual responsibilities for both fundamental stock anal-
ysis and portfolio construction.  

Fundamental stock analysis and portfolio construction activities are 
performed by Christoph Butz and Mickael Jafs, who act as co-manag-
ers and are the main decision-makers of the strategy. They are sup-
ported by Gillian Diesen, who is mostly responsible for interactions 
with key clients and contributes to investment meetings. The team is 
also supported by Sandy Wolf and Salomé Vergne on ESG, engage-
ment and impact topics as well as Steve Freedman on long-term sus-
tainability & thematic research. Pictet AM's ESG Team leads and co-
ordinates implementation of the responsible investment policy, in-
cluding ESG integration in investment processes, ownership prac-
tices, risk management and reporting tools.  

Detailed fundamental analysis and primary research are prerequi-
sites for successful stock selection in global markets. A considerable 
amount of time is spent by the investment managers to conduct 
company visits to assess the operations and management quality of 
companies in our universe.  

By thinking strategically about the ESG issues facing society, govern-
ments, and companies, we aim to identify material risks that may 
not show up on an issuer’s balance sheet today but loom over tomor-
row. In addition, we can also identify opportunities in the compa-
nies rising to address these challenges. These companies may be the 
best opportunities on the risk mitigation and return spectrum in the 
years ahead. 

ESG is included in our investment process and informs the bottom-
up company analysis, helping to formulate investment decisions and 
the scale of any portfolio allocation. The ESG metrics taken into ac-
count in our investment process when determining the target 
weights include traditional ESG metrics (such as Governance, Con-
troversies), but consider also purity to sustainable activities and a 
wide range of theme-specific material data. This tilts the portfolio to-
wards more sustainable companies.  
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ESG analysis also helps us to identify oversights or failings that 
should be brought to the company's attention and serves as a basis 
for effective engagement and proxy-voting. 

In addition to the in-depth primary research, ESG scoring revolves 
around a proprietary ESG Scorecard. The scorecard provides a fo-
cused view of the ESG risks and opportunities associated with an is-
suer and is based on a curated set of the most material data points 
across four pillars. 

Four pillars of Pictet AM’s ESG Scorecard 

 
Source: Pictet AM, *SDG: Sustainable Development Goals 

1. Corporate governance: Considers factors such as board compe-
tence and independence, executive remuneration, audit and risk 
controls.  

2. Products and Services: Examines how the company is generating 
its revenue. For example, are its products or services addressing 
public health or environmental issues? Is the company offering 
“clean and safe” products and services?  

3. Operational Risks: Provides a gauge of a company’s operational is-
sues, including the carbon intensity of its operations and whether 
it is exposed to extreme weather events or other climate risks. It 
also analyses factors such as whether the company is managing the 
environmental and social impacts associated with its supply chain.  

4. Controversies: Examines and includes any negative issues that a 
company has been involved with, such as bribery and corruption, 
market abuse or product recalls.  

As a result of our fundamental company analysis and the integration 
of environmental, social and good governance criteria into the scor-
ing process, we expect the portfolio to have a better ESG score than 
the reference index.  

Risk considerations 

The strategy may be exposed to the following risks which may nega-
tively impact its value:  

- Financial Derivatives risk: the leverage resulting from deriv-
atives amplifies losses in certain market conditions. 

- Currency risk: the risk which arises from potential move-
ments of currency exchange rates.  Where your reference 
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currency differs from the currency of the share class, you will 
receive payments in a different currency, so the final return 
you will get depends on the exchange rate between the refer-
ence currency and your local currency. 

- Liquidity risk: markets with low volumes result in difficul-
ties valuing and/or trading some assets. 

- Counterparty risk: losses occur when a counterparty does 
not honour its obligations related to contracts such as over-
the-counter derivatives. 

- Investments in emerging markets: are generally more sensi-
tive to risk events, such as changes in the economic, political, 
fiscal and legal environment, as well as fraud.  

- Investment in Mainland China: may be subject to capital 
restrictions and trading quotas (e.g. QFII and RQFII regimes). 
In the event of disputes difficulties or delays might be en-
countered in enforcing its own rights. 

- Chinese “Stock Connect” trading programmes: may be 
subject to ownership rights, clearing & settlement, trading 
quotas and operational issues. 

- Operational risk: losses resulting from human errors, sys-
tem failures, incorrect valuation and safekeeping of assets. 

- Sustainability risk: ESG related risk events or conditions 
that could cause a material negative impact on the value of 
the investment if they were to occur.  

All forms of investment involve risk. The value of investments and 
the income derived from them is not guaranteed and it can fall as 
well as rise and you may not get back the original amount invested.  
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ESG controversies 

The controversies indicator measures the extent to which companies 
are exposed to news flow related to ESG controversies such as brib-
ery, corruption, product recalls, pollution incidents and conflicts 
with local communities. Controversies are evaluated based on their 
degree of severity and recurrence, as well as company accountability 
and reliability of information sources. We use Sustainalytics as our 
main source to identify controversies. We have grouped the results 
into six categories to represent none, low, moderate, significant, high 
and severe ESG standings. Results are based on stock weights in the 
strategy and in the reference index. “Not covered” corresponds to se-
curities for which no score is available from Sustainalytics. 

ESG controversies (by weight, in %) 

 
Source: Sustainalytics as at 31.12.2022, Timber strategy, Reference index: MSCI AC 
World. 

Corporate governance score 

Beyond the discussions our investment managers are having with 
companies’ senior management, there are multiple additional 
sources for Governance analysis. The investment team has access to 
HOLT, Sustainalytics, ISS and CFRA analysis. Above chart shows ISS 
corporate governance scores, which range from robust (decile scores 
1 to 3), average (decile scores 4 to 7) and weak (decile scores 8 to 10). 
Results are based on aggregate stock weights in each category for the 
strategy and the benchmark. “Not covered” corresponds to securities 
for which no score is available from ISS. 

Corporate governance (by weight, in %) 

 
Source: ISS as of 31.12.2022, Timber strategy, Reference Index: MSCI AC World. 
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Environmental controversies 

Environmental controversies are a proxy to estimate the potential ex-
tent to which companies may be engaged in questionable environ-
mental practices. Here we show Operations Incidents and Environ-
mental Supply Chain Incidents. 

Social controversies 

Social controversies are a proxy to estimate the potential extent to 
which companies may have been engaged in questionable social 
practices. Here we show employee incidents, customer incidents, 
pollution incidents, conflicts with local communities and others of 
our strategy vs a global reference index. 

Environmental incidents 

 
Source:  Source: Timber strategy, Reference index: MSCI AC World Sustainalytics as at 31.12.2022, Sustainalytics data is avail-
able for more than 98% of the reference index and strategy respectively. 

 

Social incidents 

 

Source: Timber strategy, Reference index: MSCI AC World Pictet AM, Sustainalytics as at 31.12.2022, Sustainalytics data is 
available for more than 98% of the reference index and strategy respectively. 
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Board diversity 

Diversity is an important factor for operational success. Some indica-
tors such as board membership can be a proxy of diversity and a 
topic of engagement. Here, we show female board membership for 
our strategy. 

Female board membership within the Timber strategy 

 
Source: ISS, Bloomberg, Pictet AM as at 31.12.2022, No data is available for 3.9% of 
the strategy (including cash). 
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Exposure to controversial activities 

  

Exposure to controversial activities 

 
Source: Sustainalytics, Pictet AM as at 31.12.2022, More than 98% of the strategy and index is covered by Sustainalytics data. 

Please note that the strategy weight indicated is that of the sum of the weight of holdings that have some exposure to such 
activities. As the holdings’ revenue exposure to controversial activities are extremely small, the weighted exposure of the strat-
egy to revenues from controversial activities is therefore smaller than the strategy weight mentioned. 
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Other regulatory ESG disclosures 

We have highlighted below some additional ESG metrics that have 
been requested in some markets by ESG labels. These should be con-
sidered as additional information on significant ESG indicators that 
can be used in our investment process and can be a basis for engage-
ment with companies9. 

INDICATOR STRATEGY REFERENCE INDEX 

Governance: Weighted aver-
age of independent board 
members 

72.9% 75.2% 
Source: ISS, Bloomberg as of 31.12.2022, no data for 0% of strategy and 0.3% of ref-
erence index. 

Social: Weighted average of 
female board members 

30.9% 31.8% 
Source: ISS, Bloomberg as of 31.12.2022, no data for 0% of strategy and 0.2% of ref-
erence index. 

Social: Weighted average ex-
posure to UN Global Compact 
Signatories 

42.6% 41.2% 
Source: ISS as of 31.12.2022, no data for 14.7% of strategy (including cash) and 0.4% 
of the reference index. 

Environmental: Weighted av-
erage scope 1 and 2 carbon 
intensity  

 

206 tons of CO2eq  196 tons of CO2eq  
per million USD invested per million USD invested 

Source: Sustainalytics, Pictet AM as of 31.12.2022. 
Data coverage: 98% for the strategy, 88% for the reference index. 

Direct GHG emissions (also referred as "Scope 1”) arise from activities such as heat 
& power generation, transportation and production processes that are directly 
owned or controlled by companies. Indirect GHG emissions (also referred as “Scope 
2”) arise from energy and heat purchased and used. These emissions can be signifi-
cantly different from reporting based on full lifecycle analysis which takes into ac-
count the wider supply chain and the emissions caused by the products & services 
of the company. 

Environmental: Potential 
emissions from fossil fuel re-
serves  
 
 

None 2’213 tons of CO2eq per 
 million USD invested 

Source: S&P, TruCost, Pictet AM as of 31.12.2022. 
Data coverage: 100% of the strategy and 99% of the reference index is covered by 
S&P Trucost data, Potential greenhouse gas (GHG) emissions from fossil fuel re-
serves in tons CO2eq per million US$ invested in the strategy or benchmark. 

Environmental: Weighted av-
erage exposure to estimated 
EU taxonomy data: 

 

Environmental Objectives: 69.68%  12.98% 
Thereof, taxonomy aligned: 24.82% 3.65% 

Social Objectives: 26.45% 19.08% 

Source: FTSE Green Revenues as of 31.12.2022, no data for 3.52% of strategy, un-
covered companies have been assigned an EU Taxonomy alignment of zero.  
Whilst data is retrieved and analysed from sources deemed to be reliable by the 
Manager, their accuracy may be affected by the fact that the Taxonomy Regula-tion 
has been enacted only recently. As a consequence, the percentage of align-ment 
may evolve upwards or downwards over time and does not constitute any legal obli-
gation EU Green taxonomy-aligned investments were calculated on a revenue-
weighted basis (i.e., security weights are multiplied by the proportion of revenues 
from such economic activities) and cannot be consolidated with other numbers 

 
9 Further information on Pictet AM’s responsible investment strategy is available 
here. 

https://am.pictet/en/uk/global-articles/company/responsibility
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INDICATOR STRATEGY REFERENCE INDEX 

provided using a pass/fail methodology. Screening criteria were applied on a best 
effort basis to mitigate significant harm and uphold minimum social safeguards. 

Environmental: Number of 
companies with high or se-
vere environmental contro-
versies 

0.0% 0.2%  
Source: Sustainalytics as of 31.12.2022, no data for 0.6% of strategy and 0.2% of ref-
erence index. 

Social: Number of companies 
with high or severe social 
controversies 

0.0% 0.3% 
Source: Sustainalytics as of 31.12.2022, no data for 0.6% of strategy and 0.01% of 
reference index. 

Social: Exposure to alcohol 
and tobacco production 

Alcohol: 0% Alcohol: 1.15% 

Tobacco: 0% Tobacco: 0.7% 
 
Source: Sustainalytics as of 31.12.2022, 5% revenue threshold, no data for 0% of 
strategy and less than 1% of the reference index With respect to the ISR label, the 
strategy is expected to beat the index on this social metric. 
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Disclaimer 
This marketing material is issued by Pictet Asset Management S.A. It is neither 
directed to, nor intended for distribution or use by, any person or entity who is 
a citizen or resident of, or domiciled or located in, any locality, state, country 
or jurisdiction where such distribution, publication, availability or use would 
be contrary to law or regulation.  
This document is used for information purposes only and does not constitute 
an offer or solicitation to buy, sell or subscribe to any securities or financial in-
struments or services or investment advice.  
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 ac-
curacy or completeness of those sources. Information, opinions and estimates 
contained in this document reflect a judgment at the original date of publica-
tion and are subject to change without notice.  
Before making any investment decision, investors are recommended to ascer-
tain if this investment is suitable for them in light of their financial knowledge 
and experience, investment goals and financial situation, or to obtain specific 
advice from an industry professional. 
All forms of investment involve risk. The value of investments and the income 
derived from them is not guaranteed and it can fall as well as rise and you may 
not get back the original amount invested. Past performance is no indication of 
current or future performance. 
The investment guidelines are internal guidelines which are subject to change 
at any time and without any notice within the limits of the fund's prospectus. 
 
The companies listed were selected from the universe of companies covered 
by the portfolio managers to assist the reader in better understanding the 
themes presented. Top 10 holdings do not represent the full portfolio. There is 
no guarantee that these securities will be held in the future, and you should 
not assume that investment in the securities listed was or will be profitable. 
The mentioned financial instruments are provided for illustrative purposes 
only and shall not be considered as a direct offering, investment recommenda-
tion or investment advice. Reference to a specific security is not a recommen-
dation to buy or sell that security. Effective allocations are subject to change 
and may have changed since the date of the marketing material. This material 
does not contain sufficient information to support an investment decision and 
it should not be relied upon by you in evaluating the merits of investing in any 
products or services offered or distributed by Pictet Asset Management. 
As part of its sustainable investing efforts, Pictet Asset Management (“Pictet”) 
utilises the SDG logos, icons and colour wheel as illustrations to advance the 
firm’s sustainable targets and goals. The SDG logos, icons and colour wheel 
are and remain the intellectual property of the United Nations. The United Na-
tions is in no way affiliated with Pictet. This material contains certain artistic or 
designed elements for which copyrighted materials shall be used for illustra-
tive purposes only. The United Nations did not endorse the content or data be-
hind the SDG logos, icons and colour wheel. All content and data are compiled 
by Pictet for the advancement of the goals and should not be considered as a 
direct offering, investment recommendation or investment advice. Pictet 
makes no ownership claims for the colours, shapes, or names as shown in the 
illustrations. All design rights remain the design rights of the United Nations. 
 
This document has been issued in Switzerland by Pictet Asset Management SA 
which is authorised and regulated by the Swiss Financial Market Supervisory 
Authority (FINMA), and in the rest of the world by Pictet Asset Management 
(Europe) SA, and may not be reproduced or distributed, either in part or in full, 
without their prior authorisation. Pictet Asset Management has not acquired 
any rights or license to reproduce the trademarks, logos or images set out in 
this document except that it holds the rights to use any entity of the Pictet 
group trademarks. For illustrative purposes only. 
 
For further information please contact Pictet Asset Management SA on asset-
management.pictet or at Pictet Asset Management SA, 60 Route des Acacias – 
1211 Geneva 73. 
 
© Copyright 2023 Pictet 


