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WH AT IS  ESG ?

A set of factors that go beyond conventional financial analysis and seek to capture material issues for equity and 

fixed income investors. These factors typically include: 

COMPANIES SOVEREIGN

Environmental

› Greenhouse gas emissions

› Pollution incidents

› Water scarcity

› Management of natural 

resources

› Transition to a low carbon 

economy

› Adaptation to climate change

Social
› Employees and suppliers

› Public health impacts

› Local communities

› Healthcare

› Education

› Labor rights

Governance
› Board functioning

› Executive remuneration

› Shareholders’ rights

› Political system

› Human rights

› Corruption
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IS  ESG IN  THE BEST INTEREST OF CREDIT  INVESTORS?

1. Can ESG generate performance in a credit 

portfolio?

2. Does ESG enrich traditional credit analysis? 

3. Does a 'tick-box' ESG approach work in credit 

management?
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CAN ESG  G ENERATE  P ERFO RMANC E IN  A  CREDIT  P O RTFO LIO ?

Source: Barclays ‘ESG investing in credit: A broader and deeper look’. Data from August 2009 to April 2018. Bloomberg Barclays Indices, MSCI ESG Research, Sustainalytics

Annual return difference between portfolios with high and low ESG scores in the US & Euro IG Market 
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DO ES ESG  ENRICH TRADIT IO NAL  CREDIT  ANALYSIS?

ESG scores vs. Credit ratings
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DO ES ESG  ENRICH TRADIT IO NAL  CREDIT  ANALYSIS?

Credit spread evolution between Ryanair & Easyjet

Multiple news reports of union 
strikes and cancelled flights

Source: Bloomberg, Pictet Asset Management as of 28.02.2019
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DO ES ESG  ENRICH TRADIT IO NAL  CREDIT  ANALYSIS?

Credit downgrades for high & low governance companies
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Source: Barclays ‘ESG investing in credit: A broader and deeper look’. Data from August 2009  to April 2018. Rolling average number of credit downgrade per issuer and per year on the US IG market. Bloomberg Barclays 
Indices, MSCI ESG Research  
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DO ES A  'T ICK -BOX'  ESG  AP P ROACH WO RK IN CREDIT  MANAG EMENT?

Correlations between scores of 2 ESG providers
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Source: Barclays ‘ESG investing in credit: A broader and deeper look’. Data from August 2009 to April 2018. Monthly rank correlations between the E, S, G and ESG scores of the two providers. MSCI ESG Research, 
Sustainalytics. 
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DO ES A  'T ICK -BOX'  ESG  AP P ROACH WO RK IN CREDIT  MANAG EMENT?

Characteristics of high and low ESG portfolios Average ESG score by market cap
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Source: Barclays ‘ESG investing in credit: A broader and deeper look’. Average differences in characteristics 
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Sustainalytics

Source: ACCF ‘The subjective world of ESG rating agencies’; Data for 4150 companies. Sustainalytics.
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DO ES A  'T ICK -BOX'  ESG  AP P ROACH WO RK IN CREDIT  MANAG EMENT?

Average ESG score by industry

Source: : ACCF ‘The subjective world of ESG rating agencies’. Data for 4150 companies. Sustainalytics

Governance score example

Source: ISS, QualityScore Profile Report
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DO ES A  'T ICK -BOX'  ESG  AP P ROACH WO RK IN CREDIT  MANAG EMENT?

Proprietary ESG framework  tailor-made for 
credit

Alternative solution

Best-in-class sector approach with a Focus on 
BBBs & BBs

ESG aggregate scores

Body language assessment and engagement

Equity tilt

Company size & sector

Higher quality / lower spread

Inconsistencies between ESG providers

Flaws of a purely quantitative assessment

The shortcomings of a ‘tick-box’ approach

› Bias

› Do not rely on Single Provider

ESG indices
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G LO BAL  SU STAINABLE  CREDIT  - P RO P RIETARY ESG  FRAMEWO R K

*KPI: Key Performance Indicator
“The Pictet Group implements an exclusion policy on companies involved in the production of anti-personnel mines, cluster munitions, biological & chemical weapons (including white phosphorous) and nuclear weapons from countries not signatory to the 
Treaty on the Non-Proliferation of Nuclear Weapons (NPT). This policy applies to actively managed strategies (funds and segregated accounts) as well as investments for its own account.”

Excluded sectors
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CONSUMER
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standards

Human rights
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Privacy and 
data security

FINANCIALS

Business ethics

Systemic 
impacts

ENERGY

Energy transition

Corruption
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Water intensity

Social 
responsibility

HEALTHCARE

Innovation 
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Product quality 
and safety

CAPITAL GOODS
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G LO BAL  SU STAINABLE  CREDIT  - P RO P RIETARY ESG  FRAMEWO RK
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Proprietary split between E, S and G KPIs by sector  

Source: Pictet Asset Management, August 2018
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G LO BAL  SU STAINABLE  CREDIT  - CREDIT  EXAMP LES

Source: Pictet Asset Management as at 31.08.2018, for illustrative purposes.
Note: Pictet Asset Management (Europe) SA has not acquired any rights or license to reproduce the trademarks, logos or images set out in this document. The trademarks, logos and images set out in this document are used 
only for the purpose of this presentation. 

1 2GLOBAL 
CREDIT UNIVERSE*

FINANCIALLY 
SUSTAINABLE 
CREDITS

INVESTABLE 
UNIVERSE

3 FINAL 
PORTFOLIO

Deutsche Telekom falls out at step 1 because of its financial profile (it 
actually scores well across our ESG analysis but does not get this far).

Ryanair passes step 1 with good 
financial sustainability scores 
But it fails our ESG analysis at step 2

Henkel passes step 1
At step 2 it gets among the highest ratings from ESG 
providers (Sustainalytics Score: 100, MSCI Score: AA), but 
fails because of our internal weighting of accounting,  
board, shareholder factors

Michelin enters the portfolio: 
- Commitment to financial policy
- Product innovation
- Social policy
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LAFARG EHO LCIM :  AN EXAMP LE  O F  BO DY LANG UAG E

LafargeHolcim’s 2015 Sustainability Report

Source: LagargeHolcim 2015 Sustainability Report p.9 

FT on Lafarge potential connections with Daech

Source: The Financial Times as of 07.12.2017

NOT HELD IN THE 
FUND
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Carbon price evolution

Source: Bloomberg as of 28.02.2019
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ESSILO R:  O NE STEP  FU RTHER WITH ENG AG EMENT

Good overall score with a weakness on 
governance

› Low score on governance mostly due to 
lack of board independence

› Good score on controversies

› Good score on product safety

› Good track record on social and 
environmental factors

› Good quality earning score 

→ Overall above average ESG KPIs vs. peers. 
Bought and engaged on board audit, 
compliance and independence.

Source: ISS, QualityScore Profile Report, Pictet Asset Management

HELD AND 
ENGAGED
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CO NCLU SIO N

› ESG can enhance the performance of a credit 
portfolio

› ESG and traditional credit analysis are mutually 
reinforcing

› The full potential of ESG is better harnessed with a 
holistic approach comprising financial and ESG 
factors

A strong balance sheet is good. 

A strong and sustainable balance sheet is better.
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P IC TET  G LO BAL  SU STAINABLE  CREDIT  - INVESTMENT P RO CESS  OVERVIEW

*Companies on the Pictet Controversial List created by the Pictet Sustainability Board are excluded at this stage

1 2
GLOBAL 
CREDIT UNIVERSE*

FINANCIALLY 
SUSTAINABLE 
CREDITS

INVESTABLE 
UNIVERSE

ESG SCREENINGFINANCIAL SUSTAINABILITY SCREENING

~2000 
Issuers 

~500 
Issuers ~250 

Issuers 

3

QUALITATIVE ASSESSMENT & 

PORTFOLIO CONSTRUCTION / 

MONITORING

FINAL PORTFOLIO

~100
Issuers 

“Best in class” issuers captured 
through proprietary financial 
ratios per sector

“Best in class” issuers captured 
through key ESG indicators per 
sector
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P IC TET -G LO BAL  SU STAINABLE  CREDIT  – CHARAC TERIST IC S  & P O SIT IO NING

Top 10 portfolio issuers

SECURITY NAME SECTOR COUNTRY PTF

Elisa Oyj Telecommunication Finland 1.54%

Fnac Darty SA Consumer Cyclicals France 1.51%

Severn Trent Water Ltd Utilities United Kingdom 1.46%

Iberdrola SA Utilities Spain 1.44%

Total SA Energy United States 1.35%

Tennet Holding Bv Utilities Netherlands 1.33%

Int. Flavors & Fragrances Inc Basic Industries United States 1.31%

Omv AG Energy Austria 1.30%

Albemarle Corp Basic Industries United States 1.30%

Boston Scientific Corp Consumer Noncyclicals United States 1.28%

Source: Bloomberg Barclays, Pictet Asset Management as of 31.01.2019

Rating breakdown (absolute weight)

Source: Pictet Asset Management as of 31.01.2019

Maturity breakdown (Years to maturity - absolute weight)

Source: Pictet Asset Management as of 31.01.2019.

Source: Bloomberg Barclays, Pictet Asset Management as of 31.01.2019.

Portfolio characteristics

PORTFOLIO

Weighted modified duration 4.65

Yield to maturity in USD (%) 4.35

Weighted average coupon (%) 3.12

Average rating Baa2/BBB

Number of holdings 93

Number of issuers 85

Number of sectors 13

Bloomberg code PEXFHIU
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P IC TET -G LO BAL  SU STAINABLE  CREDIT  – CHARAC TERIST IC S  & P O SIT IO NING

Sector breakdown (absolute weight)

Source: Pictet Asset Management as of 31.01.2019. Cash + Forward P&L is excluded and represents 3.12%.

Country breakdown (absolute weight)

Source: Pictet Asset Management as of 31.01.2019. Cash + Forward P&L is excluded and represents 3.12%.
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P IC TET -G LO BAL  SU STAINABLE  CREDIT  – ESG  SCO RES

Corporate governance

Source: ISS as of 31.01.2019
Not Applicable: Cash, FX forwards, index derivatives and bond futures

ESG Controversies

Source: Sustainalytics as of 31.01.2019
Not Applicable: Cash, FX forwards, index derivatives and bond futures
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P IC TET -G LO BAL  SU STAINABLE  CDT  – P ERFO RMANCE ( I  U SD )  AS  O F  JAN.  31 ST 2019 

Past 12-month performance

Monthly performance (%)

PORTFOLIO BENCHMARK EXCESS RETURN

Jan 2019 1.78 1.96 -0.18

Dec 2018 0.73 1.18 -0.45

Nov 2018 -0.30 -0.25 -0.05

Quarterly performance (%)

PORTFOLIO BENCHMARK EXCESS RETURN

Q4 2018 -0.06 0.10 -0.16

Q3 2018 0.86 0.78 0.08

Q2 2018 -0.13 -0.45 0.32

Annualised performance (%)

PORTFOLIO BENCHMARK EXCESS RETURN

1Y 2.19 1.62 0.57

Since inception 1.91 1.45 0.46

Source: Pictet Asset Management as of 31.01.2019.

Calendar year performance (%)

PORTFOLIO BENCHMARK EXCESS RETURN

YTD 1.78 1.96 -0.18

2018 (26.01) 0.13 -0.50 0.63
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ESG  DATA SO U RCES

› Each provider was selected for 

its leading edge on specific ESG 

datasets 

RESEARCH PROVIDERS LEADING EDGE

Corporate governance and proxy voting research

Creative accounting

ESG Ratings & Controversies, Activity-based screening

Controversy news flow

Carbon data, Fossil fuels, Green Economy

Environmental and social indicators

Country ESG data

Corporate Engagement

Pictet 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 
the Pictet and Pictet Funds trademarks. The trademarks, logos and images set out in this document are used only for the purpose of this presentation
Source: Pictet Asset Management – September 2018
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T H E  S I X  FA M I L I ES  O F  R I  ST R AT EG I ES

Avoid negative Seek positive

Exclusions Impact investing
Thematic 

investments
Norms-based 

screening
ESG integration Best-in-Class

Exclude countries, 
companies or other 
issuers based on 
activities  considered 
not investable. 
Exclusions criteria can 
refer to norms, business 
practices or product 
categories (eg. tobacco, 
alcohol, GMO’s etc.)

Screens investments 
against minimum 
standard of business 
best practice based on 
international norms

Systematic 
consideration/ inclusion 
of ESG factors in 
investment decisions

Selection of the top 
percentage of 
companies within each 
sector using ESG criteria

Investment in themes 
contributing to 
sustainable solutions, 
both in environmental 
or social topics.

Intentionally seeks to 
create both financial 
return and positive 
social or environmental 
impact that are actively 
measured

Exclusion of:

- Controversial 

weapons

- Companies with 

certain threshold of 

revenues from 

tobacco, alcohol etc.

Investments must meet 
certain standards eg.:
- UN Global Compact
- UN Principles for 

Responsible 
Investment

- Integration of ESG 
factors into research 
note template used 
by analysts

- Companies at the 
forefront of 
sustainability and 
their peers

- Nutrition
- Clean energy
- Water
- Green bonds

- Microfinance

A
p

p
ro

ac
h

Ex
am

p
le

Active Ownership (Engagement & Proxy Voting)

The six approaches are not mutually exclusive, as more than one approach can be used with the same investment vehicle. 
Source: Pictet Asset Management – September 2018
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For more information

This marketing material is issued 

by Pictet Asset Management 

(Europe) SA. 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. 

Only the latest version of the 

fund’s prospectus, KIID (Key 

Investor Information Document), 

regulations, annual and semi-

annual reports may be relied 

upon as the basis for investment 

decisions. These documents are 

available on 

www.pictetfunds.com or at Pictet 

Asset Management (Europe) SA, 

15, avenue J. F. Kennedy L-1855 

Luxembourg.

The information and data 

presented in this document are 

not to be considered as an offer 

or solicitation to buy, sell or 

subscribe to any securities or 

financial instruments.

Information, opinions and 

estimates contained in this 

document reflect a judgment at 

the original date of publication 

and are subject to change without 

notice. Pictet Asset Management 

(Europe) SA has not taken any 

steps to ensure that the 

securities referred to in this 

document are suitable for any 

particular investor and this 

document is not to be relied upon 

in substitution for the exercise of 

independent judgment. Tax 

treatment depends on the 

individual circumstances of each 

investor and may be subject to 

change in the future. Before 

making any investment decision, 

investors are recommended to 

ascertain 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.

The value and income of any of 

the securities or financial 

instruments mentioned in this 

document may fall as well as rise 

and, as a consequence, investors 

may receive back less than 

originally invested. Risk factors 

are listed in the fund’s prospectus 

and are not intended to be 

reproduced in full in this 

document.

Past performance is not a 

guarantee or a reliable indicator 

of future performance. 

Performance data does not 

include the commissions and fees 

charged at the time of subscribing 

for or redeeming shares. This 

marketing material is not 

intended to be a substitute for 

the fund’s full documentation or 

any information which investors 

should obtain from their financial 

intermediaries acting in relation 

to their investment in the fund or 

funds mentioned in this 

document.

PICTET ASSET MANAGEMENT
www.assetmanagement.pictet


