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Global Environmental Opportunities: o8
transforming sustainable investment

Thanks to the emergence of a thriving environmental
products industry, investing to safeguard the planet
no longer means sacrificing returns.

Table of contents

o1 Overview

02 A burgeoning environmental products industry

03 A process to unlock the potential of environmental investments

04 Making a demonstrable impact

05 Case study: analysing industries' impact on biodiversity

https://www.am.pictet 119


https://www.am.pictet/en/uk/intermediary

14/07/2020 Investing to safeguard the planet no longer means sacrificing returns - Pictet Asset Management

0O1
Overview

Danica May Camacho was born on October 30, 2011, to the sort of

fanfare rarely seen in Manila’s crowded public hospitals.

That’s because she represented a global milestone — her birth brought

the world’s population to seven billion.

It was at once a joyful occasion and a reminder of the challenges posed

by ever more people competing for finite resources.

In less than 30 years’ time, the planet will be home to nine billion human
beings, a larger proportion of which are likely to be part of the urban

middle class.

This is certain to put even more pressure on the environment, testing it

to breaking point. Investors are increasingly alert to these challenges.

Many now recognise that, as stewards of capital, they have a crucial role
to play in placing the economy on a more sustainable footing. But for
them to become part of the solution, investors need to resolve a

paradox.

How can they become responsible guardians of the environment and

simultaneously secure an attractive return on their investments?

We believe the solution to that conundrum has already begun to take
shape. With governments and businesses responding to growing public
pressure to reverse ecological degradation, a distinct and attractive

group of environmental equity investments has emerged.

These are companies that combine strong environmental credentials

with innovative products and services designed to safeguard the world’s
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natural resources. Such firms form the core of our Global Environmental

Opportunities (GEO) portfolio.

02
A burgeoning environmental products industry

Public shaping the agenda

Once a niche activity, environmental investing is now moving firmly into

the mainstream. There are several reasons for that.

To begin with, society’s attitudes towards protecting the planet have

changed considerably in recent years.

That's partly because a growing proportion of the population has
personal experience of the damage ecological degradation can cause. In
2015, pollution killed nine million people — three times more than AIDS,
tuberculosis and malaria combined.! Floods and droughts have brought

untold misery to millions more.

Social media has also helped shape world opinion. Thanks to platforms
such as Twitter and Facebook, people can now voice and share their
concerns about pollution and sustainability in a way they couldn’t

before.

People power has, in turn, brought about a change in government

priorities. China is a striking example of this trend.

In the run-up to the 2008 Olympics, the US embassy in Beijing started

tweeting hourly air quality data from its roof-top monitor.

This was the first time the public had access to live data on airborne

particles known as PM2.5, which kill more than 4 million people
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Fig. 1how to spend it
Growth in China's environmental spending (in RMB

bln)
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worldwide a year.

As a result, local residents
began voicing their
concerns about air quality,
eventually taking to the
streets to stage large public

demonstrations.?

In response to growing
social discontent, China’s
leadership unveiled a
ground-breaking action plan
in 2013 to tackle
“Airpocalypse” with
investments worth hundreds
of billions of dollars and a

slew of regulations.

China's Premier Xi Jinping
has named environmental
degradation as one of the
three main battles the
country has to fight along

with political and financial

risks and poverty alleviation, adding that: "We will never again seek

economic growth at the cost of the environment."

China’s investment in the environment has in fact risen seven-fold since

the early 2000s (see chart).

But this is unlikely to be the end of its spending boom. Beijing has

promised to invest even more heavily in advanced environmental

science and technology.
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Also giving sustainable investing a shot in the arm is a sharp drop in the
cost of technologies such as renewable energy, water recycling and agri-
tech. In the US, wind power is now cheaper than any other form of
energy, having seen a 40 per cent drop in production costs over the past
decade. The costs of producing utility-scale solar power have declined

by more than 60 per cent over the same period.

Stars aligned for environmental industry

The combination of people power, government policies and economics
has given rise to a thriving — and eminently investable — industry for

environmental products and services.

China's generously-funded anti-pollution drive, for example, is likely to
boost the prospects of firms that develop environmental technologies
such as filters for engines and industrial applications for pollution

control.

More broadly, as corporations worldwide embrace sustainable business
practices, publicly-listed firms specialising in the development of a
broad range of environmental technologies have mushroomed, while the
number of patents filed for environmental products over the past decade

has more than tripled.
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Fig. 2 becoming innovative
Environmental technology patent publications by filing country
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Fig. 3 environmental industry in numbers

The size of the Expected annual
environmental industry today growth
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Fig. 4 planetary boundaries
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Fig. 6 positive impact
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P GV \IGE RP G UNF P GIR | e MOV JAUCRQARKG

P RGP P ONQRTP YEQUANIGP R @$ FIOGP WP URCTEWCTY!
P GO UGQHRTQO QIR | DKFR(GILK] CP FEQD DOWR || XIDONY CTO P |

Water sewage networks

%0 RCP RUGQRGICWR 1l NUKR RV RTQEG URCEKONIGF \GEJP §1) KU
CP PNAK] UGTHEQUQP ©VGTUGYd GP GYQIMJ 6JG2$ OGFAIQrUMG
o RV AJDKFRGILK] HQRTR VWP FIO/OR W Z

G BKP U 5; RGI75& OHYP QHP PONIGCGP W8 6JGYOGTUGYA G
P GY QMUK PV JOURQKG2$ LEQIAUCETQUUN GP R QWP IETKAU
YK JGGZEGRKP 19 NDONY CTOR |

AORQNCP WXH ONP €10 OKP

6JKIOCIMBR FQRWD GPVIUKIUAGF D 2 VG4 UBY CPA GO GPV MKIPQO GT
FRGEVG \Q PQTI\GPFGE HOTFKOVIFOWKP QNW.GD] CP[ RGIUQP QTGP\R] Y JQHKIC
ERK GP QI TAKGPVCH QTFQO K- QTIEEQWG- i OP[ NEEOK] UG EQAPVT QT
IWIKFHKP Y J GIGUNE] FKVIOWKP RADNECKP CXCRIDHK] QNG Y QAR DG
EGPVITT \QITY QI WOWKP 1 Pl \0 GNOEWVXGIUQP GH\VI GIWPFAURTQLREEWW UG
- 8 - § PXAQTPHIO OKP &EWD PV T WOWPU CPPWINGPF UBD KCPPWIN
TERQWUOJ DGTAXEF WRGP QU GDAKIHDT XG0 GPVFEEKKPU 6JAG

FQEWD CPWUCTG CXAHIDNE QP QU0 CPA GO GPVREGY

6J KUIFCEWD GPVKUWLIGF HOTHRHDIO CKCPCNRWIRQUEUGP! CPF FQAUPQVECPURING

P 2E\GH UG/ CPA GO GPVRCV CP HENQDW QTUERLIKROKP QTIRXAVO PV
CFXEG VI QUDEEP AUDKI GF QP \J GDAKIGHFOC RTQGRWKPU HOIGECUW
CPMIEIROKPUCPF J[ RQJGKIY JKE] CTGUNDIGRRG MJCPOYILKICPF EQPENVKPU
CTG\ GEZRTALKP QHP QRPKP DO (P OXHIDIGFOC OVC LIRGRHIE FOG 6JG
CHIEE\RG GXQUWKP QH\VI GEEQPQD HE XCTKKDNBUCPF XONEUQH GHRCPEKOND CIVBWU

EQNRF DG UK PHIECPAl FRIGIGPVHQD M GHRFEECWQPUEQD O WPHEQ\GF o \J KU
FQRWD GPV

PHIIO OKP QRPKPPUCPF QU0 QBUECP\ORGE 1R \J KUFGEWD GPVTGHEEVC

IWFI O GPVONI GQIK PONFOVG GHRWDNECKP CPF CTGUADIGEVQET CPI GY KO QA
PQIEG 2 \G4UBY/ CPA GO GPVICUPQACMEP CP[ UERUNQGPUNIGM OWIG
UEEWIRIGU TGHBTTGF \QHR \J KIFCGBWD GPVCTG UMKCDIG HDTCP] RCVEWCT HOXGUQT CPF
\J KUFGEVWD GPVHUPQAQDG TAKEE VRGP H UNDURINEGP MM\ GGZGIEKIGCH
RFGREPFEPVIWFI O GPV 6CZ VIAO\O GPVFEREPFUCP \J GIRFREVWINEREWD UWCPEQU
CHEEJ IPXAUQTCPF O DGUADIGEVNQE]ICPI GIP \J GHWINIG $ GOIGO QMR CP|
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HXAMO PVFEKKP RPXAMQIUCTG TEEQD O GPFGE \QOLEGIVOR M KIRRXAMO GPVIU
UNCDIGHDT\I GO R I VQH\ G HPCPEONWPQY NEF| GCPF GZRGIKPEG IRXA0 GPV
| QQUCPF HPCPEIONLKINDKP QNQQD\OR LRGEKIE CFXEGHTD CP PV
RIGEUKPON

6J GXOGCPF FREQD GCHOP] CH\V GUERWIRKAU QT HRCPEONRPUIVD GPAUO GP\KPGF
R\ KFEWD VO J HINOUY GNOUTKIGCPF  QUCEQPUSSWEPEG IRXAJUQIUOJ
TEGKGDOEMINEUUN CP QIK POl IPXAUGE 4 KMHIE\QIUCTGMOGF o \J GRWPFAJ

RIQUREEWWCPF CTGPQUIRAGPFGF \QDG TARTGFVEGF H W \J KUFQRWD GPV

2 AWVRGIHIO CPEGKIPQVC | WCTOP\GG QT C TAKIDNG FPFHEOVQT GHYWKNIG RGIHDIO CPEG
2 GHOIO CPEGFO\C FQRUPQUIPENFG\I GEQD O KILKPPUCPF HEAUEICTT GF ONIG

WO GGHIADLETIOR! HTQTTEFGRO I WICTAU 6JKIOCTVBIRI O QGIKINUPQY
F\GPFGE \QDGC UNDUKING HON\J G HPFAJRWINEQRWD GPACKP QTHITCP[
PHDIO QUQP Y JKED HoXGUQIULI QAR QD\VOR HQD \J GRHPCPEKONI\GTO GRICTKAU
CEWRl o TADIQP \Q\I GTHRXAUO GPVIR I GIWPF QTHPFUO GPAKGPGE 1R I KU

FQRWD GPV

"7 BEQAPVIKAU U GTAGCPVAP\KR] KI2IG#HULY GPA OGPV ' WILRG 5 #
OPWG, (- GPPEH . . WZGQD DQAT

S5YKXGINIPF \JGTAGCPVA\K] KI2IG#HULY GPA QO P\V5# 4 QNGFQJ
#ECEQU,, ) PGLC a

* @l - Pl \JKIOQGIKINI QUPQUDGEP TXGY GF D \J GECRWIRIGLICPF (VWU
%QD O KILKP QTCP] QU GITA W\QT OMIQIR] 6 GKIUNGTQH KIO OGIKINU2 FBGY
#UB/ CPA OV * Pl - Pl . IORGF

5K CRAIG W KIO QGIKINUKIAGF O 2HE\G# ULV CPA GO GPV 51 CRAIG 2\G
. \F 6JKIO QVGIKONUHR\NGPFG (PI| HRTHRRVRXYKIPONCPF CEETAFRGF RXAMIIUCPF K/

JOUPQUDGP THGY GF D) UG/ QPOCT #WIQIR] GBI CRQIG

( Qr#WIOKP XAUQIU 2IG# UGB/ CPA GOGPV. IOKGE #4$0
KUGZGO RVFIQD \J G TESVWAGD GPAQJ QF CP #\WITONCP HPCPEKON GIXEQUNEGPLG

WPFGINJ GUQIRQIOKPULEV

(Qr75 PXAMQIU 5] CTAUUQN B \JG7 PRGF S\OGUQNQ7 5 2 GIUPUY KNP DG
QW I RTRO\GRIEGD CPWUNQOEETEFRGE IPXAUQIURWIUNTPVNQ GZGO RIGPUHQD
5' %Td KMOKP WFGI\IGSEEKP  CPF 4@ WOKP & RIROGRIEGO GPV
GZEORKPUWPFGI\IG #EVCOPF SWOMIGE ENGPUCUFGHRGE WPFGN\IG

#EV 6JG5J CTAUQGH G2 IG/MWPFUI OGPQ/DAP Ta KIGIGE WPEGT\IG HEV
CPF O PQV GZECRVIR ICPLEWKPUY J E) FQPQUXIQOG7 PRGF S\OGUUERWIRKGU
NCY U DGFRCE| QTHRFRGEY CHIGIGF QTUQW o\ G7 PRGF S\OGUQNQCP] 75
2GIUP 6JG/ CPA QD GPV( WPF %D RCPKAUGH G2 \GY) TOAR Y KNPQUDG

Ta KWGIGF WFGT\IG HEV
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2I\G/HULY CPA QOGPVAPE 2I\G#H/  PE RITARQPUONGHIT GHEE\RR!
UMEKOKP 1P 0 QN #0 GIKEC\QRTQO QUG M GRQIMOO CPA GO GPVUGTXIEAUCH
2\G/HULY CPA OGPV IOKG- 2I\GH#/ . \F CPF 2INGHULY CPA OV
S5# 2\GH#I S#

PUCPCFC2I\GA4/ PE KITA KWGIGF QU2 QQKY/ CPA GTON QIKIGE \QECPFVEY
OCIVGIRI CERKIGUCP DEIOMIQRI\GA4/ . \F CPF 2l\G#/ 5# P\IGT 5#
20\GH PE KITA KOGIGE QUCP'5' %-PXA0 GPV# FXKIGT CPF KUCE\RKIGLACTG
EQPPVWAGF 1P WNEQD RCPEG Y KD \JG5' % TWEUCRRYECDIGE\QM GO CIVGIRI CH
CHIMOGCP\RIGUCURTALETOGF P \IGHPYXXGTHEVGH  TCH

% 4
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