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Forewords
With the impending climate and biodiversity catastrophe, we cannot wait any longer to
restore the delicate balance within our natural world. Nature needs to be at the centre of our
economic model.
It has become apparent that it is not a lack of capital that is holding us back, but rather the way
we deploy it. Building a sustainable future is in fact the growth story of our time.
If we are to drive global economic growth, it is imperative that we value and invest in our
natural capital.
His Royal Highness, The Prince of Wales

The investment industry represents approximately USD 120tn of capital, and it is always going
to be about returns. What has changed today is that some of the most compelling investment
opportunities lie within the transition – one that puts nature on the centre stage.
What we have found is that companies that have their business model aligned to sustainably
harness nature can not only deliver better profitability today but have also much better growth
opportunities for the future.
Launching our Natural Capital strategy was a natural move. As a founding member of the Natural
Capital Investment Alliance and part of the Sustainable Markets Initiative, we believe that increasing
investment in natural capital requires simpler access to clear opportunities.
Hubert Keller
Senior Managing Partner
Lombard Odier

The Natural Capital Strategy was launched in November 2020 on the foundational thesis of
investing for the benefits of preserving and harnessing natural capital. Our core belief is that
companies aligned to the natural capital strategy’s investment themes typically benefit from strong
secular drivers which translate into attractive growth opportunities and give rise to a potential
for resilient financial performance. The outperformance of the strategy, despite uncertain market
conditions brought in by COVID-19 pandemic, supports our vision and beliefs in the strategy’s
investment thematic and process.

Alina Donets
Portfolio Manager for the Natural Capital Strategy
Lombard Odier Investment Managers
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4.

The driving force towards a CLICTM economy

The transition to a more bio-friendly Circular, Lean,
Inclusive and Clean™ economy is happening now
and is accelerating. When focusing on the Circular

and Lean aspects of the future economy, we can see
an alignment with harnessing and preserving natural
capital.

Figure 1: The transition from WILD to CLIC TM
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Harnessing and preserving Natural Capital

Natural capital includes all the renewable
and non-renewable resources in our biosphere,
including clean air and water, fertile soils and
sediments, ecosystems with their biodiversity,
and finite mineral resources. It also captures
the enabling and protective eco-services (like
pollination and air filtration) that support valuecreating economic processes, and prevent
disruption from climate change, storms, erosion,
and disease.

Source: Lombard Odier Investment Managers.
There can be no assurance that the investment objective will be achieved or that there will be a return on capital or
that a substantial loss will not be incurred.

Please read the important information at the end of the document.
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Natural capital is our most productive asset,
responsible for over half of global GDP.1 Yet, it is
also the asset that is getting depleted, destroyed,
and often under-utilised due to inefficient and
unsustainable use. While this creates risks for our
global economy, and society as a whole – it is
simultaneously creating opportunities in the form
of new businesses and solutions, and overarching
economic and social models.

Global businesses are already recognising the need for
a transformation towards circular and lean operating
models. The profound metamorphosis of our linear
(take, make, waste) economic framework into a new
circular, lean and nature based model is supported by
regulators, markets, consumers, and investors, all of
which are coming together in a perfect configuration
to allow the acceleration of innovation, adoption and
transformation.

Figure 2: Powerful forces are driving the transition
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TNFD3
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2021-2022.
EU-Green Deal
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Awareness increases
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~60% of EU consumers are
willing to pay premiums
for reduced plastic packaging.5
Over 40% of US consumers express
willingness to substitute meat
for plant-based alternatives. 6

USD 440 billion per year
needed to protect nature.
Current invstment USD 55 billion p.a7
Initiative, such as the CBE Alliance
and Ellen Macarthur emphasise
these opportunities.

Sources: 1 World Economic Forum, Nature Risk Rising: Why the Crisis Engulfing Nature Matters for Business and the Economy
(January 2020). 2 The current targets of the CBD (Convention on Biological Biodiversity) are the Aichi targets, which will end
in 2020. 3 Task Force for Nature-related Financial disclosures. For illustrative purposes only. 4 Ellen Macarthur foundation,
Towards the circular economy (2013). 5 2DS Smith (2019). 6 Nielsen. 7 PwC, Nature is to big to Fail (2020).
Source: LOIM. For illustrative purposes only. There can be no assurance that the investment objective will be achieved or that
there will be a return on capital or that a substantial loss will not be incurred.

Please read the important information at the end of the document.
Lombard Odier Investment Managers · Annual Sustainability Report
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Natural Capital strategy
The Natural Capital strategy is built on the founding
blocks of the CLIC™ framework, addressing the
challenges of a wasteful and idle economy. The targeted
transition encompasses progress towards a world
that will instead protect natural capital through lean
industrial processes, and harness nature by establishing
a circular bio-economy. The diligent allocation of
capital toward solutions that create new avenues for
our economy supports the sustainable transition, and
equally represents significant growth potential.
To address these objectives, the strategy is mapped
across four sub-themes that aim to capture thematic
growth opportunities: Circular Bio-economy, Resource
Efficiency, Outcome-oriented Economy, and Zero
Waste. Investments are directed towards companies
that create technologies and solutions along the four
sub-themes, as well as the transition champions that
adjust their product or service design in alignment with
the circular bio-economy and lean industry concepts.
We showcase our in-house sustainability analysis in
the following sections. We believe it is imperative that
our sustainable investment framework covers two

The Natural Capital Strategy has achieved
the Towards Sustainability label.1 This label
recognises the quality of our sustainabilityfocused analysis, exclusions, and stewardship
embedded within the strategy.
dimensions of sustainability: What businesses do (their
business model and activities) and how businesses
operate (their business practices). Based upon indepth, forward-looking intelligence and analysis, we
focus on the issues that are financially material at the
systemic-, sector- or company level to assess how well
companies are positioned to benefit from the transition
to a sustainable economy.
For the Natural Capital Fund, this includes our
Planetary Boundaries and Solutions Providers analysis,
Deforestation assessment, the Implied Temperature
Rise profile, Sustainable Development Goals
Alignments, ESG materiality, and Stewardship.

` Figure 3: Mapping growth opportunities within the Natural Capital Strategy
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Source: Lombard Odier Investment Managers. For illustrative purposes only.
1
The Towards Sustainability label is supervised by the Central Labelling Agency. The fund achieved the label on 4 April 2022.
Labels and awards may change without notice.

Please read the important information at the end of the document.
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Please read the important information at the end of the document.
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Planetary boundaries
Framework description
Our investment thesis for natural capital is based
on the recognition of the need to better preserve, as
well as harness, nature. To help us define the various
dimensions through which economic activity may
impact natural capital, and vice versa, we have adopted
the Planetary Boundaries framework.1
The concept of Planetary Boundaries was first
developed by a group of researchers led by Johan
Rockström of the Stockholm Resilience Centre.
Together, the nine boundaries define the safe operating
space for humanity. Within these boundaries, the
research suggests, “humanity can continue to develop
and thrive for generations to come," whereas their
transgression “increases the risk of generating

large-scale, abrupt or irreversible environmental
changes.” The framework builds on scientific evidence
suggesting that, since the industrial revolution,
human actions have become the main driver of global
environmental change.
The researchers originally found that four out of the
nine boundaries have already been crossed (climate
change, biodiversity loss, forest degradation, and
agrochemical pollution), with risks continuing to
escalate if our economic impact on the environment
is not mitigated and reversed. Recently, a fifth one
(related to plastic waste), was also found to have been
crossed.1 The boundary for freshwater use may have
been crossed at a local level, as well as that for air
pollution, although it is still more difficult to quantify.2

` Figure 4: Planetary boundaries
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Source: LOIM analysis; based on Rockstrom et al (2015), updated based on Transformation is Feasible Report by Randers,
Rockstrom et al (2018).
1
Outside the Safe Operating Space of the Planetary Boundary for Novel Entities | Environmental Science & Technology (acs.org)
2
R eport_Achieving the Sustainable Development Goals_WEB.pdf (stockholmresilience.org)

Please read the important information at the end of the document.
Lombard Odier Investment Managers · Annual Sustainability Report
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Environmental solution providers
Framework description
The Natural Capital strategy seeks to invest in
companies contributing to preserving and harnessing
nature. The solutions it's investee companies either
help avoid and mitigate the adverse impacts of human
activities (through a leaner form of industry), or seek
to leverage and utilise nature-based, regenerative
solutions (through the circular bioeconomy).
To assess exposure of the portfolio to the different
dimensions covered by the framework of the Planetary
Boundaries, we measure the share of the portfolio
revenues that are associated with solution activities of
relevance to each boundary.

Firstly, we assess the exposure of company revenues
to over 2,200 economic activities, ranging from
the production of steel, aluminium and automation
equipment, to the development of plant-based proteins.
We then classify the activities as direct or indirect
environmental solution contributions.
Direct contribution classified as an Environmental
Solution: Activities which make a direct contribution to
mitigating adverse environmental impact, with regards
to at least one of these planetary boundaries. Solutions
related to water supply, for instance, are most
directly related to the planetary boundary concerning
freshwater use, whereas activities related to smarter
and more organic forms of farming would be more
directly related to the planetary boundary concerning
agrochemical pollution.

` Figure 5: Interactions between planetary boundaries
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For illustrative purposes only. Source: LOIM adaptation.
Interactions between the planetary boundaries Net normalized... | Download Scientific Diagram (researchgate.net).

Please read the important information at the end of the document.
Lombard Odier Investment Managers · Annual Sustainability Report
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Indirect contribution: We recognise that solution
contributions are not necessarily confined to a single
issue but are often indirectly linked. For example, an
activity that has a direct contribution to water use can
have an indirect contribution towards the biodiversity
boundary. We assess these interactions using the
analysis by Lade, Steffen, de Vries and Carpenter
(2020),3 as shown in figure 5.
With the portfolio companies’ activities and revenues
clearly labelled, we can evaluate the share of portfolio’s
revenues associated with the solution activities.
As noted above, companies that make a direct, positive
contribution to one environmental dimension may also
have contributed indirectly to various other dimensions.

Figure 6 below shows the percentage of revenues
deemed to contribute directly or indirectly to the
amelioration of one of the planetary boundaries, or to
reduce material extraction and waste.
In addition, some revenues in the portfolio are not
deemed to be directly linked to solutions, but to
transitioning activities. Transitioning activities
include activities that may typically have a significant
environmental footprint today, but where industry
leaders may be emerging to undertake such activities
in a more nature-positive manner. Solution providers
provide the technologies and solutions needed
to transform industries, transition leaders are the
ones embracing these opportunities to address the
challenges their industries face head on.

` Figure 6: Portfolio revenues associated with solutions providers
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Source: LOIM. Data as at 31 December 2021. For illustrative purposes only.
3
Human impacts on planetary boundaries amplified by Earth system interactions | Nature Sustainability.

Please read the important information at the end of the document.
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Fund view: final measures &
comment
We have classified 75% of the fund as solution
providers, which are those with significant exposure to
nature-relevant products and solutions. The remaining
25% of fund holdings comprise of leading names
in industries with a high relevance to nature-related
themes, and where appropriate business models are
vital to mitigate impact. We can these transition leaders.
On a revenue basis, our analysis suggests that 41% of
the revenues of companies in the portfolio (weighted by
portfolio weight) comprise direct solution activities.
Please note that not all revenues are linked to
solutions, as many solution providers are diversified
and are not always pure players.

` Figure 7: Solutions versus Transition

In addition, 14% of the revenues in the portfolio are
deemed to be indirectly linked through transitioning
activities. These include businesses that may not be
directly responsible for the environmental benefits,
but play an important role in the value chain of the
targeted solutions.
Also 8% of the portfolio revenues are considered to
be insulated, meaning their activities and income are
not likely to be meaningfully impacted by sustainability
pressure.
The remaining 27% ("Other") comprise of various,
miscellaneous company activities, which have either
limited information, limited relevance to the natural
capital strategy, or a need to transition further.

` Figure 8: Portfolio revenues
associated with solution providers
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Source: LOIM. Data as at 31 December 2021. For illustrative purposes only.

Please read the important information at the end of the document.
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Forest Management

Since 1990, the world has lost over 1 billion acres of
forest.1 That amounts to about four times the area of
the UK, Spain, and France combined. In 2020 alone, the
Amazon rainforest lost the size of Israel to deforestation.
If tropical deforestation were a country, it would rank
third in carbon dioxide-equivalent emissions, only
behind China and the United States of America.2
Natural Capital strategy’s objectives of preserving
and harnessing nature includes a diligent approach
to improved forest management, also one of the

key planetary boundaries. Among the range of
sustainability and financial metrics, we aim to assess
the fund’s investees on the quality of their approach to
forest management, looking at historical and targeted
performance levels.
Through our in-house expertise, we assess the
materiality (relevance) of forest management
considerations, and the performance of the invested
companies in the Natural Capital Strategy.

� Forest Management within the Natural Capital Strategy
Process
1. Assess a company's forest preservation objectives, along with size of exposure
2. Verify a company’s ambitions using a unique set of tools, including exposure to controversies, or satellite-image
detection of forest management practices (this involves comparing the location of assets against the Intact
Forest Landscapes from 2000, maps which are used as the standard of highly sensitive biodiversity areas).

1

• First, the companies’
revenues are assessed to
consider their relevance
to forest management
considerations, both in
relation to forest-related
commodities and associated
land-use impacts.
• We estimate that forest
management considerations
are material to 26.2% of the
revenues among the fund’s
invested companies.
• The size of the exposure
defines the materiality of
forest management policies
for a specific company.

` Figure 9: Relevance of fund holdings to forest management
criteria
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Portfolio allocation/holdings are subject to change. Any reference to a specific company or security does not constitute a recommendation
to buy, sell, hold or directly invest in the company or securities. It should not be assumed that the recommendations made in the future
will be profitable or will equal the performance of the securities discussed in this document.

Source: LOIM. Data as at 31 December 2021. For illustrative purposes only.
1
State of the World’s Forests 2020 (fao.org).
2
B y the Numbers: The Value of Tropical Forests in the Climate Change Equation | World Resources Institute (wri.org).

Please read the important information at the end of the document.
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2
Secondly, we research
and analyse forest
management and
biodiversity policies, and
possible controversies, of
the exposed companies.

Agricultural commodities

Other drivers

The analysis of companies with
exposure to agri-commodities is
focused on fundamental policies and
linked to specific agricultural products.
Policies should ideally be drafted for the
individual major commodity.

The analysis of companies without
exposure to agri-commodities is
carried using existing biodiversity
policies, which should account for
land-use impacts associated with the
company’s operations.

The next chart shows the management score of the funds’ companies relevant to forest criteria. In the fund, we
only hold companies C+ and above (please see figure 10 for score description), from which the lowest score
corresponds to companies from which we do not have information regarding its policies, but otherwise they are
not involved in any land use controversies through their operations or supply chain. During this year, we will be
engaging with these companies to obtain more clarity regarding its policies and targets for forest management.

` Figure 10: Assessment of the relevance and quality of forest management policies
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The graph shows two components of the metric:
• Exposure (0-100%): the relevance of company revenues to forest management criteria
• Forest management (A+ to F): incorporates an assessment of existing company management policies,
land-use controversies, and improvements/worsening of policies.
Portfolio allocation/holdings are subject to change. Any reference to a specific company or security does not constitute a recommendation
to buy, sell, hold or directly invest in the company or securities. It should not be assumed that the recommendations made in the future
will be profitable or will equal the performance of the securities discussed in this document.

Source: LO SIRSS. Data as at 31 December 2021.

Please read the important information at the end of the document.
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Smurfit Kappa is one of the leading providers of paper-based packaging in the world, with innovation targeting
replacement of traditionally plastic-based packaging to enhance the circularity and sustainability performance for
its customers.
The company has a forest management policy focused on applying best-in-class sustainable practices in its own
plantations, and sourcing wood and paper fibre from suppliers following equivalent standards.
Smurfit Kappa’s own plantations are third-party certified by the Sustainable Forestry Initiative (SFI), the Forest
Stewardship council (FSC) and the Programme for Endorsement of Forest Certification (PEFC). The adherence
to these standards means that establishment and management of plantations is guided by local environmental
regulations and international bodies’ recommendations. This includes careful selection of areas for plantations
avoiding valuable ecosystems, but also the use of one third of the company’s land for conservation, therefore
helping to maintain local biodiversity.
The company sources 100% of its fibre and wood from suppliers certified by the SFI, FSC and PEFC standards or
covering recycled-fibre businesses. To ensure that the suppliers are aligned with these practices, the company has
implemented trainings and auditing procedures.

Marks and Spencer Group is a major British retailer that specialises in selling clothing, home, and food products.
The company has broad policies focused on reducing food waste, through enhanced logistic systems to innovative
approach to extending the shelf life of produce. It also pays an important attention to meeting the demand for dietary
changes, and supports transition to plant-based diets with innovation in prepared foods and white label products.
M&S has a company-wide policy focused on buying agri-commodities from suppliers adhering to sustainable
forest management practices. According to the CDP Forest Survey, M&S already sources 100% of cocoa, palm oil
and coffee from producers adhering to zero-deforestation practices, while for wood and soy there are still some
risks to be managed.
Currently, the 89% and 65% of M&S supply on wood and soy is certified deforestation free. To address the risks
of the agri-commodities that are not certified, the company defined additional strategies, such as supporting
suppliers to shift to certified production and exploring alternatives to soy-based animal feed.
The company further discloses that all suppliers of beef produce in areas with low risk to deforestation (UK and
Republic of Ireland), and that all its beef is traceable to the individual farm level.
M&S receives a B+ rating as the company is still on track of fulfilling its targets to guarantee zero-deforestation
across its suppliers. During this year, we will engage with the company to obtaining more information regarding
the implementation status of these strategies.
Holdings and/or allocations are subject to change. Any reference to a specific company or security does not constitute
a recommendation to buy, sell, hold or directly invest in the company or securities. It should not be assumed that the
recommendations made in the future will be profitable or will equal the performance of the securities discussed in this
document. For illustrative purpose only.
Source: LO SIRSS. Data as at 31 December 2021. Portfolio allocation/holdings are subject to change.

Please read the important information at the end of the document.
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Please read the important information at the end of the document.
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Implied Temperature Rise (ITR)

Implied Temperature Rise (ITR) seeks to compare a
company’s present and projected emissions to the
rates of decarbonisation required of each individual
industry. In doing so, it assesses the alignment of a
given company or portfolio to the objectives of the Paris
Agreement, expressing such alignment in terms of the
degrees of global warming contributed to.
At Lombard Odier, our proprietary metric is used to
measure impact, identify transition risks, and supports
our stewardship efforts. Our metric was recognized
as one of seven leading approaches by the TCFD’s
Portfolio Alignment Team (PAT).1 Our approach is
closely aligned to this team’s recommendations and
has also been peer-reviewed by our partners at Oxford
University, and SystemIQ.2
Our assessment can be broken down into two main
components: firstly, carbon emission projections for
each company, taking into account the ambition and
credibility of their commitments. Secondly, an analysis
of the specific rate of decarbonisation that each
industry should achieve to be aligned to a given climate
outcome.
To construct a carbon emission company forecasts,
we use a blend of historical and forward-looking data,
as recommended by PAT. Historical data is used to
assess the company’s current level of carbon intensity
relative to industry peers as well as recent levels of
carbon emissions growth or reduction. We extract
forward-looking signals from decarbonization targets
or commitments to inform our company emissions
predictions with the most up-to-date information. We
monitor company targets set via a dozen initiatives or
alliances including SBTi, CDP, RE100, etc.

ITR assessments are particularly relevant to highcarbon companies in transition industries, where the
key environmental objective for these companies is to
decarbonise rapidly.
The Natural Capital strategy is, in contrast, primarily
invested in solution providers, offering products and
services that help other companies or parts of the
economy to reduce or improve their environmental
footprint.
The ITR assessments shown here are a reflection of
the ambition with which these solution providers are
managing their own and supply chain emissions. In
general terms, we find that these companies still need
to significantly improve their level of commitment.
The assessment here does not, however, reflect the
relevance of the avoided impacts that these companies
contribute to, which is the main grounds for the
investment of the strategy in these companies.
The Natural Capital Strategy invests in Small and Mid
Cap companies, which overall have less commitments
compared to large caps. We therefore use proxy
information for some holdings when calculating the
implied temperature return. We expect this assessment
to improve as companies continue to release more
data and improve their commitment.
This year, we have taken additional precautions as part
of our assessments, in order to determine whether
companies’ commitments are indeed sufficiently
credible to warrant integration into our dataset. Where
we do decide to integrate, we will discount company
commitments based on remaining concerns around
credibility or feasibility.

In 2021, broadly driven by the discussion around
COP26, we saw a record volume of new commitments
especially from larger companies.3

Portfolio Alignment Team, Measuring Portfolio Alignment, Assessing the position of companies
and portfolios on the path to net-zero (2020).
2
Portfolio Alignment Team, Measuring Portfolio Alignment: Technical Considerations.
3
A Fifth Of World’s Largest Companies Committed To Net Zero Target (forbes.com).
Source: LOIM. Data as at 31 December 2021. For illustrative purpose only.
1

Please read the important information at the end of the document.
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� ITR within the Natural Capital strategy
Based on ITR methodology, as of end of 2021, we estimate that the Natural Capital strategy is aligned to
3.2°C, compared to the reference index MSCI World Small & Mid Cap at 3.5°C.
This, however, relates only to the alignment of invested companies' own and supply chain emissions, and
does not take into account the avoided impacts resulting from the products and services that the companies
in the strategy provide to other companies. As this strategy is primarily invested in environmental solution
providers, these companies' own emissions and ITR assessment are therefore an engagement priority, but not
a deciding investment criterion
Overall (oC)
Portfolio

3.2

MSCI World SMID

3.5

� Temperature alignment and carbon footprint tell us two different things: are

emissions trending in the right direction, and how material are these emissions?
With the Natural Capital strategy’s underlying holdings plotted, we can group companies into one of four categories:

• “Ice cubes” are in high-carbon industries but are fast decarbonising and aligning with the Paris Agreement.
• “Burning logs” are high-emitting and thus far failing to decarbonise, potentially significantly contributing to global
warming.
• “Low-and-lower carbon” are generally located in industries that are already low-emitting and are reducing
emissions further still.
• “Low carbon laggards” are generally located in industries that are already low-emitting but face increasing
emissions.
` Figure 11.Implied Temperature Rise for Natural Capital Strategy
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Source: Lombard Odier Investment Managers, as at 31 December 2021. Any reference to a specific company or security
does not constitute a recommendation to buy, sell, hold or directly invest in the company or securities. It should not be
assumed that the recommendations made in the future will be profitable or will equal the performance of the securities
discussed in this document. Portfolio allocation/holdings are subject to change.
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Some companies in categories of burning logs and low carbon laggards may not yet be showing strong evidence
of reducing their own emissions, but may contribute to helping their customers decarbonise or solve other
environmental challenges, or show signs of expected uptake of ambitious decarbonisation targets in the near term
- and thus are still included in the fund.

� Ice cubes
Norks Hydro is a Norwegian aluminium producer, with ambitious targets in growing its
recycling operations and use of recycled materials in production. Approximately 80% of the
electricity used in their aluminium plants is generated by renewable sources, while around
20% is provided by natural gas. We estimate Norks Hydro’s carbon intensity at present to
be around 30% lower than peers. Moreover, Norks Hydro has set ambitious decarbonisation
targets that cover own direct emissions (Scope 1) as well as indirect emissions relating to
purchased energy (Scope 2). They intend to reduce emissions in these two scopes by 10%
by 2025 and 30% by 2030, based on a 2018 reference year. One of the main levers used by
company to achieve these is taking up more recycled aluminium scrap from post-consumer
cycles to produce low-carbon aluminium. Combined with further adoption of renewable energy
and energy efficiency technology, Norsk Hydro expect they can deliver near-zero aluminium at
commercial volumes as early as 2022.
Saint-Gobain is a French company providing building products. As the construction
industry is responsible for a large share of global emissions, Saint-Gobain leads the way in
decarbonization by producing light and high-value construction materials. The company also
enhances resource efficiencies in relation to the use of raw materials, water or chemicals
through improved formulations and extended life-span of constructions with more durable
materials, and promotes circular economy through materials’ reuse. Saint-Gobain has set
credible decarbonization targets, with a budget of over USD 100 million per year that will be
used to cut emissions by 2030, with 2017 as the baseline, by 33% in scopes 1 and 2 and
16% in scope 3. To align incentives, Saint-Gobain has introduced internal carbon pricing and
increased the share of decarbonization targets within long-term management incentives .
Their decarbonization framework has been externally certified as a science-based target by
the SBTi.

Please read the important information at the end of the document.
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Highlighted burning logs within the portfolio
Alcoa Corporation is the world’s sixth-largest producer of aluminium. Last year, Alcoa
scored poorly in ITR, as their ambiguous decarbonisation target was set in emissions
intensity. This changed in late 2021 when the company announced a new well-defined
net-zero target for scope 1 and 2, causing Alcoa’s temperature alignment to improve
from 5.9 °C to 3.6 °C. Still, as Alcoa’s emissions currently consist of mostly scope 3
(downstream) a decarbonisation target for scope 3 is needed for Alcoa to reduce its
temperature further.
Ebara Corporation is a Japanese manufacturer of pumps and turbines for environmental
and industrial machinery. For Ebara, scope 3 downstream emissions play the most
important role. The company does not disclose their scope 3 emissions, which means
we instead use an industry average as a proxy. We will continue to engage and
encourage the company to increase transparency and set targets accordingly.
Veolia Environment is a utility company operating in water and waste management,
and energy services. Our analysis shows Veolia’s emissions are largely driven by
scope 1, amounting to 80% of the company’s total emissions. We estimate that
Veolia’s scope 1 emissions intensity (t CO2 emissions/million USD revenue) is twice
as high as its industry peers. Veolia has set a decarbonisation target via SBTi to
reduce scope 1 (and 2) GHG emissions by 40% by 2034 from a 2018 base year.
Even though we do recognise Veolia as a key company for waste management, the
company's high emissions intensity prevents it from meeting the goals of the Paris
Agreement, creating an important area for further engagement.

Source: Lombard Odier Investment Managers. Data as at 31 December 2021.
Any reference to a specific company or security does not constitute a recommendation to buy, sell, hold or directly invest in
the company or securities. It should not be assumed that the recommendations made in the future will be profitable or will
equal the performance of the securities discussed in this document.
Portfolio allocation/holdings are subject to change.

Please read the important information at the end of the document.
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Contribution metrics within the Natural Capital
Strategy
We measure a range of positive contribution
metrics. These metrics allow us to measure positive
environmental outcomes, as well as provide an
opportunity for strategy-level aggregated performance.

These figures are calculated using the latest
sustainability metrics published by the company
available, company market capitalization, and portfolio
weighting as of 31 December 2021.

The underlying holdings with the Natural Capital Strategy collectively accomplished

� 51 million tonnes of waste treated
Almost double the annual household waste in the
United Kingdom1

� 16 million tonnes of materials recycled & reused materials
Recycled aluminium produces 95% less air pollution and
97% less water pollution2

� 15 million litres of water supplied and treated
Enough for over 200,000 washing machine loads3

Source: Defra 2021. UK Statistics on Waste (publishing.service.gov.uk).
Source: why_recycle_ brochure.pdf (ecocycle.org).
3
Source: United Utilities – What does the water meter measure?
Source: Lombard Odier Investment Managers. Data as at 31 December 2021.
Any reference to a specific company or security does not constitute a recommendation to buy, sell, hold or directly invest in the
company or securities. It should not be assumed that the recommendations made in the future will be profitable or will equal
the performance of the securities discussed in this document.
1
2

Please read the important information at the end of the document.
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Sustainable Development Goals

The UN Sustainable Development Goals (SDGs) are used by many sustainability-focused investors as a useful
tool for measuring positive contribution to, as well as corporate alignment with, globally accepted social and
environmental objectives. These goals, adopted by all United Nation member states in 2015, are an urgent call
to action by all countries, developed or developing. The 17 SDGs aim to tackle problems ranging from poverty to
climate change by 2030, with 167 underlying objectives.

As identified by the United Nations Conference on
Trade and Development, approximately USD 5 to
7 trillion of investment is needed each year between
2015 and 2030 to achieve the SDGs. Private
investment and corporate R&D can play a profound
role in closing this gap. We believe that the outputdriven model, focusing on the products and services
of companies, is the most effective way of assessing
the contribution of investments to the SDGs.
The density of information contained in 17 SDGs and
167 underlying targets is vast, and the nature of the
targets often complicates any standardised quantitative
assessment of a company’s contributions. Therefore,
we use our judgment-based, internally developed
alignment map that helps to identify both a general
economic activity and a specific company's support of
the achievement of SDGs.
The mapping model looks at the SDG targets and
identifies how each thematic basket screens against
these, assessing whether the products, services,
or solutions of the business move us forward in

achieving sustainability targets. In the second layer
of analysis, we review SDG alignments at a company
level, correcting where the top-down information is
incomplete or imprecise. The final alignment to the
SDG targets, and subsequent link to SDGs, is therefore
based on the adjusted revision that takes into account
the specificity of each company’s business focus, and
product and service offering. Any changes of alignment
which might be submitted by the investment teams,
based on their deep knowledge of a company, are
accompanied by a justification, and further validated
by a separate independent member of our sustainable
investment team.
It is worth noting that some themes contribute to
several SDG targets, and different themes may
contribute to the same SDG target. Some companies
also can belong to several themes. This means that
clear reporting of SDG contribution at the portfolio
level is difficult. To minimise potential double-counting,
each company will only be counted once for every
SDG contribution.

Source: LOIM, United Nations Sustainable Development Goals.
For more information please visit: https://sdgs.un.org/goals

Please read the important information at the end of the document.
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As an example, we can see how Aalberts, thematic
buckets, performance materials and water
consumption align with SDGs.

The exposure assessment of the Natural Capital strategy
looks at the most thematically relevant SDGs, and
includes examples of portfolio holdings. 100% of the
portfolio’s holdings have positive contribution to SDGs.

` Figure 12: SDG alignment of Aalberts
Aalberts
Company

Integrated piping systems, surface technologies and advanced mechatronics

Performance materials

Water companies

Theme

12 Responsible consumption
and production

6 Clean water
and sanitation

11 Sustainable cities
and communities

13 Climate action

SDG

12.2 By 2030, achieve
the sustainable
management and
efficient use of natural
resources

Targets

6.1 By 2030, achieve
universal and equitable
access to safe and
affordable drinking
water for all
6.2 By 2030, achieve
access to adequate and
equitable sanitation
and hygiene for all and
end open defecation,
paying special attention
to the needs of women
and girls and those in
vulnerable situations

11.5 B
 y 2030, significantly
reduce the number of
deaths and the number
of people affected and
substantially decrease
the direct economic
losses relative to global
gross domestic product
caused by disasters,
including water-related
disasters, with a focus
on protecting the
poor and people in
vulnerable situations

13.1 S
 trengthen resilience
and adaptive capacity to
climate-related hazards
and natural disasters in
all countries

6.3 B
 y 2030, improve
water quality by
reducing pollution,
eliminating dumping
and minimizing release
of hazardous chemicals
and materials, halving
the proportion of
untreated wastewater
and substantially
increasing recycling and
safe reuse globally

Source: Lombard Odier Investment Managers. Data as at 31 December 2021. For illustrative purposes only.
Any reference to a specific company or security does not constitute a recommendation to buy, sell, hold or directly invest in the
company or securities. It should not be assumed that the recommendations made in the future will be profitable or will equal
the performance of the securities discussed in this document.
Holdings/allocations are subject to change.

Please read the important information at the end of the document.
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` Figure 13: SDG alignment within the Natural Capital Fund

36.8%
6. Clean water
and sanitation

38.4%

6.1

By 2030, achieve universal and equitable access to safe and
affordable drinking water for all

6.2

By 2030, achieve access to adequate and equitable
sanitation and hygiene for all and end open defecation,
paying special attention to the needs of women and girls
and those in vulnerable situations

6.3

By 2030, improve water quality by reducing pollution,
eliminating dumping and minimizing release of hazardous
chemicals and materials, halving the proportion of
untreated wastewater and substantially increasing
recycling and safe reuse globally

11.3

By 2030, enhance inclusive and sustainable urbanization
and capacity for participatory, integrated and sustainable
human settlement planning and management in all
countries

11.5

By 2030, significantly reduce the number of deaths and the
number of people affected and substantially decrease the
direct economic losses relative to global gross domestic
product caused by disasters, including water-related
disasters, with a focus on protecting the poor and people in
vulnerable situations

11.6

By 2030, reduce the adverse per capita environmental
impact of cities, including by paying special attention to air
quality and municipal and other waste management

12.2

By 2030, achieve the sustainable management and
efficient use of natural resources

12.3

By 2030, halve per capita global food waste at the retail and
consumer levels and reduce food losses along production
and supply chains, including post-harvest losses

12.4

By 2020, achieve the environmentally sound management
of chemicals and all wastes throughout their life cycle, in
accordance with agreed international frameworks, and
significantly reduce their release to air, water and soil in
order to minimize their adverse impacts on human health
and the environment

14.1

By 2025, prevent and significantly reduce marine pollution
of all kinds, in particular from land-based activities,
including marine debris and nutrient pollution

14.2

By 2020, sustainably manage and protect marine and
coastal ecosystems to avoid significant adverse impacts,
including by strengthening their resilience, and take action
for their restoration in order to achieve healthy and
productive oceans

15.1

By 2020, ensure the conservation, restoration and
sustainable use of terrestrial and inland freshwater
ecosystems and their services, in particular forests,
wetlands, mountains and drylands, in line with
obligations under international agreements

15.9

By 2020, integrate ecosystem and biodiversity values into
national and local planning, development processes,
poverty reduction strategies and accounts

11. Sustainable
cities and
communities

72.9%
12. Responsible
consumption and
production

38.6%
14. Life
below water

22.2%
15. Life on land

Source: Lombard Odier Investment Managers. Data as at 31 December 2021.
For illustrative purposes only. Holdings/allocations are subject to change. Any reference to a specific company or security
does not constitute a recommendation to buy, sell, hold or directly invest in the company or securities. It should not be
assumed that the recommendations made in the future will be profitable or will equal the performance of the securities
discussed in this document.
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ESG Materiality

We believe there is a strong correlation between
the long-term financial success and viability of an
investment and its sustainability profile. Therefore,
measurable assessment of the Environmental, Social,
and Governance (ESG) characteristics of the fund’s

investments is an integral part of its investment
process. We consider long-term, short-term, and
impact metrics when building an understanding of
a company’s ESG practices and the sustainability of
those practices.

LO ESG/CAR Materiality
Methodology
We believe it is essential to focus on the ESG issues
that are most relevant to the sustainability of business
practices based on the specific industry companies
operate in. We have created a proprietary framework of
14 dimensions that reflects the main ESG opportunities
and risks that companies can be exposed to across
their value chain and operations.

The mapping framework identifies and ranks the most
material ESG dimensions for Level 4 sub-industries.
For each company, we compute a rating that integrates
materiality by overweighting the information that
matters most based on the industry they operate within.
The final LO ESG Materiality Rating ranges from A+ to D
based on a comparison with its peers.

� Figure 14: Our 14 dimensions across the corporate value chain

Upstream risks
Social supply chain
management

Operational risks

Downstream risks

Resource use

GHG emissions &
Energy consumption

Pollutions
and waste

ESG Integration

Social Impact of
products/services

Impact on local
communities

Human resources
management

Employee health
& safety

Quality & Safety
of product/services

Environmental Impact
of products/services

Business Ethics

Corporate
governance

Data management

Source: LOIM. For more information regarding the LOIM ESG process
please refer to the following link: https://am.lombardodier.com/home/sustainability.html

Please read the important information at the end of the document.
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The final LO ESG Materiality Ratings are used as an
input to building a company-level commitment to these
issues, and to support our stewardship initiatives.
Please note that portfolio holdings with a grade of
C- are subject to specific engagement activities, which
make us comfortable with the ESG risk.

Our LO ESG Materiality Rating also embeds our
proprietary ‘CAR’ methodology, which stands for
‘Consciousness,’ ‘Actions’ and ‘Results’. We place
a greater emphasis on the ‘R’ indicators to give our
investment teams a deeper understanding of genuine
corporate sustainability.

� Figure 15: ESG materiality grade comparison with the benchmark
D

C-

C

C+

B-

B

B+

A-

A

A+

Portfolio

Benchmark
0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Source: LOIM, as at 31 December 2021. For more information regarding the LOIM ESG process, please refer to the
following link: https://am.lombardodier.com/home/sustainability.html

Please read the important information at the end of the document.
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Stewardship

At LOIM, the sustainability transition (articulated
through our CLIC™ model) is a core investment
conviction and, in this transition, stewardship plays a
key role to protect and enhance the long-term value of
the assets entrusted to us. Stewardship is a key lever
to generate positive outcomes in the real economy.
Through stewardship we seek to move companies,
at scale and depth toward alignment with the
sustainability transition.
We have articulated our stewardship priorities and
work alongside three interconnected pillars
• Help companies to align with sustainable transition
pathways: net-zero, nature-positive and fair
• Promote and uphold best-in-class business
practices
• Manage controversies
Our stewardship work in 2021 is a continuation of
the work carried out during 2020, which has been
recognised by the Financial Reporting Council. LOIM
is now a signatory of the UK Stewardship Code that
sets high requirements to demonstrate, inter-alia, the
integration of stewardship in the investment process
and the outcomes of stewardship.5
We discharge our stewardship responsibilities
through engagement and voting. We consider
both tools to belong to a continuum where one
complements the other.

Voting
Through proxy we are able to express our view on
critical matters affecting our LO Funds-Natural Capital
companies, and also their impact on societies and
the environment. In doing so, we have considered
matters such as strategy, corporate governance,
share capital management, shareholders’ rights,
audit issues, transparency, disclosures, remuneration,
governance of climate and natural capital and social
and environmental matters.

Voting in action
We exercised our voting rights for the LO FundsNatural Capital at 56 shareholder meetings, across
16 different markets, with 48% of the meetings being
in the US market. We voted “against” at least one
resolution in 41% of the meetings. Specifically,
35% of our votes against management resolutions
were on directors’ elections, 24% on remuneration
matters and 22% were linked to share capital
management requests (see Figure 16).
There were no high-profile or controversial shareholder
proposals on the Natural Capital ballots. Of the
seven meetings (12.5%) which included shareholder
proposals, six were at American firms, and the
remaining company was based in France. All tabled
shareholder resolutions sought to address matters
of corporate governance and improved shareholder
access rights.

Our stewardship work with the LO Funds – Natural
Capital has been carried out in a fully integrated
manner between the investment and
stewardship teams.

5

L OIM_StewardshipReport_2020.pdf (lombardodier.com)

Please read the important information at the end of the document.
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� Figure 16: Management

� Figure 17: Breakdown of companies

proposals breakdown by category –
votes against

engagement status

1.9%

8

16.7%

12

35.2%

45
22.2%

13
24.1%

Open
On-hold

Remuneration
Directors
Capitalization
Routine/Business
Antitakeover

Engagement in action
The aim of the LO Funds – Natural Capital engagement
framework was to engage with the majority of the
companies held in the portfolio in order to establish
a relationship on sustainability and the challenges
each company faces. these dialogues enhance
investment process and enable deeper reflection on
the key thematics within the Natural Capital strategy.
In 2021 we sent 65 engagement letters on a total of
78 companies invested and had 100 interactions with
the companies, either by e-mails, calls or video calls.
We have also presented the main topics covered
during each engagement. Some companies may have
more than one engagement topic covered.

No engagement
Closed

The relation to natural capital was the primary focus
of most of the engagements conducted in 2021
and encompassed various topics such as activities
and practices along waste management, circularity
or biodiversity preservation. For each engagement,
we conducted a deep ESG analysis of a company’s
business practices, as well as business model
alignment to the natural capital thematic. The carbon
reduction strategy was also reviewed and discussed.
We addressed corporate governance with all the
companies we engaged with (although this was not our
main engagement issue) in order to promote the view
that we expect strong corporate governance practices.

� Figure 18: Voted meetings breakdown
100%
80%
60%
40%
20%
0%

Natural
Capital

Corp.
Net zero/ Environment
General
OMP
Governance ESG

Improved Controversies Social Sustainalytics
disclosures
coverage

Proxy
voting

Source: LOIM. Data as of 31 December 20216
6	
The on-hold category refers to the companies where, despite many attempts, we did not receive a response from
the company. We keep these companies on a watchlist and the engagement process will be reactivated if material
sustainability matters are identified.

Please read the important information at the end of the document.
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Engagement case studies

� Hello Fresh, food & staples retailing company in Germany
Engagement background
We sent a letter to the company
to introduce our stewardship
framework and establish the
relationship and connection to their
sustainability team. Following the
letter, in the run-up to the AGM, we
also asked to engage on matters
relating to their 2021 AGM.
On AGM matters, following the
implementation of Shareholder
Rights Directive II in Germany,
2021 was the first year when
German companies had to submit
a remuneration system (policy)
resolution. Within this context
of emerging disclosures on
remuneration, we were concerned
about variable remuneration, as
it was not based on disclosed
performance metrics.

The company’s explanation of
their remuneration plan was
not deemed satisfactory. We
acknowledged the fact that
remuneration best practices may
differ across regions; however,
we explained that setting specific
metrics and targets increases
transparency and aligns pay with
performance, thereby protecting
shareholders from excessiveness.
Subsequent to our vote and
engagement, the final outcome of
proxy voting by all shareholders
challenged the remuneration policy
of HelloFresh. We expect a certain
degree of change in the 2021
remuneration structure, up for a
vote at the 2022 AGM.
On sustainability matters, our
research indicated that the
company showed ambitions along
their sustainability commitments

but needed to improve its overall
reporting to communicate
adequately their actions and
targets. Further investigation
of company’s exposure to
deforestation risks and policies
addressing these suggest the
company needs to expand these
efforts beyond the reforestation
initiatives. This area of concern
will be targeted with further
engagement through 2022.
On transition pathways, the
company was keen to see and
understand our Lombard Odier
Portfolio Temperature Alignment
(LOPTA) model. We highlighted
the importance of better reporting
and strong public net-zero
commitment. The company has
expressed that it is working
towards achieving some of
these goals.

Source: Lombard Odier Investment Managers. Any reference to a specific company or security does not constitute
a recommendation to buy, sell, hold or directly invest in the company or securities. It should not be assumed that the
recommendations made in the future will be profitable or will equal the performance of the securities discussed
in this document.
Portfolio allocation/holdings are subject to change.
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� Tetra Tech, a consulting and engineering services company in the US
Engagement background
We sent a letter to the company
to introduce our stewardship
framework and discuss the level
and format of ESG disclosures.
The company’s business model is
highly CLIC™ aligned as it provides
consulting and engineering services
for environmental, infrastructure,
resource management, and
energy efficiencies. The company
developed its first sustainability
program in 2010 and does provide
annual ESG reporting that partially
follows the Global Reporting
Initiative framework. Despite this
positive early start, we aimed to
address improved standardisation
of reporting, as well as their lack of
net-zero strategy.

We discussed the company’s
ESG disclosures. The company
confirmed they collect several
datasets and have developed
metrics to assess important
sustainability challenges such as
greenhouse gas emissions avoided
or captured; water treated, saved
or reused; renewable energy
identified, planned, or generated;
land and water habitat protected,
managed and restored.
However, the methodology for
reporting is not standardised,
a factor thoroughly discussed.
The company has agreed with the
importance of showing cumulative
data, to highlight progress against
targets that need to be clearly set.

Governance of sustainability
matters is strong, including a
sustainability council, which gives
us a relative degree of comfort
that they will continue enhancing
their public disclosures and
commitments.
The need for the company to set
a net-zero commitment anchored
in published targets has been
emphasised.
We also identified a controversy
level 37 around false claims on decontamination that was lowering
the ESG score. The company
explained the processes developed
following the event and the
internal audit in place, all deemed
satisfactory to our analysis.

� Hugo Boss, a German developer and distributor of clothes, shoes and accessories
Engagement background
We sent a letter to the company
to introduce our stewardship
framework and establish an
ESG/sustainability relationship.
The engagement was aimed at
discussing their net-zero and
circularity strategy across their
supply chain, product design,
and production.
The company is aware of the
sustainability challenges the fashion
industry is facing, and has clear

targets and metrics for each material
issue. It has developed a few
programs such as 100% sustainably
produced natural raw materials,
use of recycled content in synthetic
textile, and collaboration with startups to develop new sustainable
fabrics. Hugo Boss also actively
addresses circularity of design and
product garments, with continued
regular training of their designers.
We will continue to engage with
them on the topic of circularity in

the reuse, repair, recycle program.
Textile industry contributes to
a sizeable portion of global
emissions today and its emissions
can be abated relatively
inexpensively. Hugo Boss has
certified targets for scope 1 and
2 but according to our ITR, their
temperature is inflated due the
lack of scope 3 certified targets.
We are in discussion with them to
set more ambitious scope
3 targets.

 e look at companies’ exposure to controversies and gauge the severity of these issues,
W
applying a “controversy score” from 0 to 5, where 0 is no concern lowest and 5 is a major concern.
Source: Lombard Odier Investment Managers. Any reference to a specific company or security does not constitute
a recommendation to buy, sell, hold or directly invest in the company or securities. It should not be assumed that the
recommendations made in the future will be profitable or will equal the performance of the securities discussed in this document.
Portfolio allocation/holdings are subject to change.
7
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Company
ESG
materiality

SDG mapping

�

A+

Veolia Environment is a global leader in optimised
resource management. It designs and provides
water, waste, and energy management solutions
that contribute to the sustainable development of
communities and industries. More than 80% of the
company’s revenues come from the improvement of
sustainable resource management, including water and
wastewater network management, waste collection
and management, including recycling and hazardous
waste treatment.

Company
ESG
materiality

Circular
bio-economy
& Zero waste

Regarding forest management, Veolia presents
exposure is 2.55%, considering that only 11 of its 551
assets are in forest areas. The company has policies on
biodiversity, showing goodwill and acknowledgement,
but these could be strengthened further, for instance
by targeting achieve net-zero biodiversity loss.
We joined a collaborative engagement to challenge the
company on their decarbonisation strategy, alignment
of their activities to the EU taxonomy, circular strategy,
and deforestation and biodiversity policies. A letter has
been sent to the company to start the engagement and
we look forward to working with them on this.

SDG mapping

�

B–

Dick's Sporting Goods is an omnichannel sporting
goods retailer offering an assortment of sports
equipment, apparel, footwear, and accessories in its
specialty retail stores, primarily in the eastern United
States.
A growing body of research and empirical evidence is
revealing that people with higher exposure to nature
are more likely to show sustainable behaviour and to
care more about nature-related issues. With a global
trend of rapid urbanisation and declining contact with
nature, developing and supporting outdoor activities is

Outcomeoriented
economy

one way to help support improved human behaviours
and attitudes.
Dick's has disclosed its carbon targets for the first time
in 2021, and expects to align these to SBTs over time,
as discussed during our engagement call in July 2021.
No forest management or biodiversity policies were
identified for the company. The company has its
revenues associated with the class apparel accessories
and other apparel manufacturing, which according to
our materiality model is exposed to deforestation due

Source: Lombard Odier Investment Managers. Any reference to a specific company or security does not constitute a
recommendation to buy, sell, hold or directly invest in the company or securities. It should not be assumed that the
recommendations made in the future will be profitable or will equal the performance of the securities discussed in this
document.
Portfolio allocation/holdings are subject to change.

Please read the important information at the end of the document.
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to the use of leather/cattle products. The materiality
remains as 100% as we don’t have any further
information on the areas of origin of this material. This
subject area is currently the key consideration for next
stages of engagement.
We had an engagement with the company in July
2021, discussing the prospects of the Public Lands

Company
ESG
materiality

stores, as well as Dick’s active involvement with their
suppliers like Nike, Brooks, and Mountain Hardware
on co-branded goods with strong sustainability
attributes alongside sustainably sourced materials
and circularity components in materials and design. In
addition, further clarifications were made regarding the
‘firearms’ historical exposure, and the strategy to exit
this line of products.

SDG mapping
A+

Alcoa Corporation is engaged in the production of
bauxite, alumina, and aluminium of various cast
and rolled products. In recent years the company’s
management has improved the strategic focus on
operating efficiency, innovation, and environmental
performance–enhancing the efforts around the circular
economy, among others.
Accounting for 1.1 billion tonnes of CO2 emissions
per year, the aluminium industry generates around
2% of global manmade emissions. In parallel, demand
for aluminium, an essential material for several key
industries including construction, transportation, and
power transmission, is expected to grow by more than
50% by 2050. Utilisation of recycled aluminium in the
production of new formulations is one of the key levers
supporting the decarbonisation of the material, as well
as supporting the circular economy. This comes on

�

Resource
efficiency
and Zero
waste

top of aluminium being one of the most recyclable and
recycled materials in the global economy.
The company presents materiality to forest
management of 17%, considering that only 15 of its
86 assets were in forest areas. Its policy strength is
best in class as it commits to net-zero biodiversity
loss, but because of the presence of some of its mines
within intact forest landscapes, we triggered a research
desk study to identify deforestation and rehabilitation
occurring around Alcoa’s mines.
After a call on their net-zero strategy in June 2021,
we did a follow-up in December 2021 focusing on
controversies and circularity. We aim to continue in the
conversation in 2022, including a diligent review of the
deforestation topics, and further advancements toward
recycling activities and inputs.

Source: Lombard Odier Investment Managers. Any reference to a specific company or security does not constitute a
recommendation to buy, sell, hold or directly invest in the company or securities. It should not be assumed that the
recommendations made in the future will be profitable or will equal the performance of the securities discussed in this
document.
Portfolio allocation/holdings are subject to change.
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Company
ESG
materiality

SDG mapping

�

A+

Hugo Boss is a German luxury fashion house. The
company is a transition champion within the Zero
Waste thematic - it has strong innovation in sourcing,
including working on the recycling/circular business
proposition for their brand (textiles as well as garment
design), investing in new ventures developing biobased textiles and other materials used in clothing
production, and many other initiatives around
sustainable sourcing and packaging.
No forest management or biodiversity policies were
identified for the company. The company has revenues
associated with the class apparel accessories and
other apparel manufacturing, which according to our
materiality model is exposed to deforestation due
to the use of leather/cattle products and cotton and

Zero waste

other natural materials. While we recognise that the
company only uses by-product of animal farming for
leather sources, and has high standards for sustainable
sourcing, further improvements in transparency and
target setting is subject for our continued engagement.
The materiality remains as 100% as we don’t have
any further information on the areas of origin of this
material.
The engagement in April 2021 went to our highest
satisfaction, having received a confirmation of already
evolved sustainability commitments and targets,
especially in relation to circularity. The remaining gaps
in disclosure, as well as ongoing improvements in
the business strategy will continue being discussed
through out 2022.

Source: Lombard Odier Investment Managers. Any reference to a specific company or security does not constitute a
recommendation to buy, sell, hold or directly invest in the company or securities. It should not be assumed that the
recommendations made in the future will be profitable or will equal the performance of the securities discussed in this
document.
Portfolio allocation/holdings are subject to change.
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The investment team

Alina, Donets, CFA
Portfolio Manager
Alina joined LOIM in November 2020 as the portfolio managers for the Natural Capital fund. Alina is
a globally recognised specialist in water and sustainable investment, having developed a number of
new strategies with proprietary impact, thematic and ESG-centred processes.
Didier Rabattu
Head of Equities, Limited Partner
Didier is head of equities at Lombard Odier Investment Managers (LOIM), as well as a limited
partner of the Lombard Odier Group. Before joining the group in 2011, Didier was a partner at
Amber Capital and portfolio manager of their ARC Fund, focused on agriculture and the consumer
and retail sectors.
Pascal Menges
Head of Research
Pascal is head of investment process and equity research at LOIM, managing the global equity
research team which covers fundamental and quantamental investing over key economic sectors.
He joined in May 2006 from Exane BNP Paribas where he was a sell-side analyst.
Christopher Kaminker PhD FRGS
Group Head of Sustainable Investment Research, Strategy & Stewardship
Chris joined the firm in 2019 having previously worked at SEB as head of sustainable finance
research and senior advisor in capital markets and before that as the lead economist on sustainable
finance at the OECD.
Maxime Perrin
Head of Sustainable Investments
Maxime joined the firm in 2007 and leads the LOIM Sustainable Investment Team. The team works
on a number of aspects of sustainability implementation across the company, including investment
processes, product range expansion, messaging, reporting, and regulation.

Source: LOIM, Date as at 31 December 2021.
The investment management team is subject to change without notice.
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Our focus on nature is embedded
in our investment philosophy and partnerships

1st

Founding
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Member

Natural
Capital
Investment
Alliance

1st
Banking group to be a
Strategic Capital Partner,
accelerating alignment
of investments to the
sustainability transition

Research Partner
Endowed professorship
of sustainable finance
at any major research
university

Founding
Member

Aiming to accelerate
the development of Natural
Capital as an investment
theme & to mobilise
private capital to it

Memberships and
signatories to
sustainability initiatives
including:

Source: LOIM. For illustrative purposes only. Awards and ratings may vary without notice.
1. B Corp Certified 2019. B Corp Certification is a private ESG performance certification of for-profit companies based
on the company’s ability to meet social and environmental performance standards, accountability standards and disclose
information. Annual certification fee. 2) United Nations Principles for Responsible Investment (UN PRI), 2007. Principles for
Responsible Investment is a UN-supported network of investors committed to include environmental, social, and governance
factors. Annual signatory fee.
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Synthetic risk and reward indicator (SRRI)

1

2

3

This indicator (SRRI) represents the annualized
historical volatility of the Sub-Fund over a 5-year
period. Where there are less than 5 years worth
of data, missing returns are simulated using an
appropriate benchmark.
The SRRI may change over time and should not
be used as an indicator of future risk or returns.
Even the lowest risk classification does not imply that
the Sub-Fund is risk-free or that capital is necessarily
guaranteed or protected.
The SRRI related to the share classes under
marketing may vary from 5 to 7. The value of
the share classes exposed to high volatility may
be subject to high variations both upward and
downward that may create important short-term
latent losses.
The Sub-Fund invests mainly in equity and equityrelated securities issued by companies worldwide
(including Emerging Markets).
The following risks may be materially relevant
but may not always be adequately captured by the
synthetic risk indicator and may cause additional
loss:
• Concentration risk: To the extent that the fund's
investments are concentrated in a particular
country, market, industry, sector or asset class, the
fund may be susceptible to loss due to adverse occurrences affecting that country, market, industry,
sector or asset class.
• Emerging market risk: Significant investment
in emerging markets may involve exposure to
difficulties when buying and selling investments.
Emerging markets are also more likely to
experience political uncertainty and investments
held in these countries may not have the same
protection as those held in more developed
countries.

5

4

6

7

• Active management risk: Active management
relies on anticipating various market developments
and/or security selection. There is a risk at any
given time that the fund may not be invested in
the highest-performing markets or securities.
The fund's net asset value may also decline.
Please also pay particular attention to the inherent
risks of the Sub-Fund such as:
• Risks related to Equities;
• Risks related to Small and Medium Sized
Capitalisations;
• Risks related to Currencies;
• Risks related to Regional and Sectorial
Concentration
• Emerging market risk
• Derivatives risks (hedging/efficient portfolio
manage-ment): Derivatives and other financial
techniques used sub-stantially to obtain, increase
or reduce exposure to assets may be difficult to
value, may generate leverage, and may not yield the
anticipated results. All of this could be detrimental
to fund performance. The use of leverage may
increase the risk of po-tential losses or increase
return potential.
For more details about risk, see appendix B
“Risk Factors” of the prospectus.
There can be no assurance that a return will be
achieved or that a substantial loss of capital will not
be incurred.
• Before taking any investment decision, please read
the latest version of the prospectus, the articles
of incorporation, the Key Investor Information
Documents (KIIDs) and the latest annual report
and semi-annual report.
• Please pay attention to the Appendix B
“Risk Factors Annex” of the prospectus.

Please read the important information at the end of the document.
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LO Funds – Natural Capital
Product details
Investment objective
and policy

The Sub-Fund is actively managed. The MSCI World SMID Cap TR ND is used for performance
and internal risk indicators comparison. The Sub-Fund invests in equity and equity related
securities issued by companies worldwide (including Emerging Markets) whose growth will
benefit from regulations, innovations, services or products favoring the transition to a more
circular economy and to an economy that values natural capital. As part of its Emerging Market
exposure, the Sub-Fund may invest up to 20% of its net assets in shares issued by mainland
China-incorporated companies (including China A-Shares). The Investment Manager is
authorized to use financial derivative instruments for hedging purposes or for EPM but not as
part of the investment strategy.

Life of sub-fund

Unlimited

Investor profile/
recommended holding
period

This Sub-Fund may not be appropriate for investors who plan to withdraw their money within 5
years.

Sub-fund launch date

16 November 2020

Legal structure

UCITS - SICAV (Luxembourg)

Custodian bank/
administrator

CACEIS Bank, Luxembourg Branch

Management company

Lombard Odier Funds (Europe) S.A.

Methodological limits

ESG data may be difficult to obtain and may be incomplete, Þstimated, out of date or materially
inaccurate. Even when identified, there can be no guarantee that these ESG data will be
correctly assessed.

Reference index

MSCI World SMID Cap TR ND

Reference currency

USD

Taxation in the EU

Tax treatments depends on the individual circumstances of each client and may be subject to
change in the future. Please consult your tax advisor for more details.

Sustainable objective

The Sub-Fund invests in companies whose growth will benefit from regulations, innovations,
services or products favoring the transition to a more circular economy and to an economy
that values natural capital. The Sub-Fund seeks to invest in high quality companies with
sustainable financial models, business practices and business models showing resilience and
the ability to evolve and benefit from long term structural trends using inter alia our
proprietary ESG and sustainability profiling tools and methodologies.

Please read the important information at the end of the document.
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IMPORTANT INFORMATION
ACCESS TO FUND DOCUMENTS AND COUNTRY INFORMATION For investors in EU/EEA Before
making any investment decision, you must read the Key Investor Information Document (the “KIID”)
and Prospectus to understand the main risks, costs and conditions. The KIIDs are available in an
official language of your country and the Prospectus is available in English, French, German, and
Italian. These documents together with the Articles of Incorporation and the last annual and semiannual financial report are available free of charge on the Management Company’s website: www.
loim.com. A summary of your investor rights including common actions in case of litigation at EU
and national level is available in English/an authorised language in your country at the following link:
https:// am.lombardodier.com/home/assetmanagement- regulatory-disc.html
This document is not intended for any US Persons.
The Fund is authorised and regulated by the Luxembourg Supervisory Authority of the Financial Sector
(CSSF) as a UCITS within the meaning of EU Directive 2009/65/EC, as amended. The management
company of the Fund is Lombard Odier Funds (Europe) S.A. (hereinafter the “Management Company”),
a Luxembourg based public limited company (Société Anonyme SA), having its registered office at
291, route d’Arlon, L-1150 Luxembourg, authorized and regulated by the CSSF as a Management
Company within the meaning of EU Directive 2009/65/EC, as amended. The Fund is only registered
for public offering in certain jurisdictions. The management company of the fund may decide to
terminate the arrangements made for the marketing of the Fund. The articles of association, the
prospectus, the Key Investor Information Document, and the subscription form are the only official
offering documents of the Fund’s shares (the “Offering Documents”). They are available on http//
www.loim.com or can be requested free of charge at the registered office of the Fund or of the
Management Company, from the distributors of the Fund or from the local representatives as
mentioned below.
Austria. Supervisory Authority: Finanzmarktaufsicht (FMA), Representative: Erste Bank der
österreichischen Sparkassen AG, Am Belvedere 1, 1100 Vienna - Belgium. Financial services
Provider: CACEIS Belgium S.A., Avenue du Port 86C, b320, 1000 Brussels - France. Supervisory
Authority: Autorité des marchés financiers (AMF), Representative: CACEIS Bank, place Valhubert
1-3, F-75013 Paris - Germany. Supervisory Authority: Bundesanstalt für Finanzdienstleistungsaufsicht
(BaFin), Representative: DekaBank Deutsche Girozentrale, Mainzer Landstraße 16, D-60325
Frankfurt am Main - Ireland. Supervisory Authority: Central Bank of Ireland (CBI), Facilities Agent:
CACEIS Ireland, One Custom House Plaza, International Financial Services Centre, Dublin 1, Ireland –
Italy. Supervisory Authority: Banca d’Italia (BOI)/ConSob, Paying Agents: Société
Générale Securities Services S.p.A., Via Benigno Crespi, 19/A - MAC 2, 20159 Milano, State Street
Bank International GmbH - Succursale Italia, Via Ferrante Aporti, 10, 20125 Milano, Banca Sella
Holding S.p.A., Piazza Gaudenzio Sella, 1, 13900 Biella, Allfunds Bank, S.A.U., Milan Branch,Via
Bocchetto 6, 20123 Milano, CACEIS Bank S.A., Italy Branch, Piazza Cavour 2, 20121 – Milano Liechtenstein. Supervisory Authority: Finanzmarktaufsicht Liechtenstein (“FMA”), Representative,
LGT Bank AG Herrengasse 12, 9490 Vaduz - Netherlands. Supervisory Authority: Autoriteit Financiële
Markten (AFM).
Representative: Lombard Odier Funds (Europe) S.A. – Dutch Branch, Parklaan 26, 3016BC
Rotterdam - Spain. Supervisory Authority: Comisión Nacional del Mercado de Valores (CNMV),
Representative: Allfunds Bank, S.A.U. C/ de los Padres Dominicos, 7, 28050, Madrid – Sweden.
Supervisory Authoriy: Finans Inspektionen (FI). Representative: SKANDINAVISKA ENSKILDA
BANKEN AB (publ), Kungsträdgårdsgatan, SE-106 40 Stockholm – Switzerland. Supervisory
Authority: FINMA (Autorité fédérale de surveillance des marchés financiers), Representative:
Lombard Odier Asset Management (Switzerland) SA, 6 av. des Morgines, 1213 Petit-Lancy; Paying
agent: Bank Lombard Odier & Co Ltd, 11 rue de la Corraterie, CH-1204 Geneva. UK. Supervisory
Authority: Financial Conduct Authority (FCA), Representative: Lombard Odier Asset Management
(Europe) Limited, Queensberry House, 3 Old Burlington Street, London W1S3AB, NOTICE TO
RESIDENTS OF THE UNITED KINGDOM The Fund is a Recognised Scheme in the United Kingdom
under the Financial Services & Markets Act 2000. Potential investors in the United Kingdom are
advised that none of the protections afforded by the United Kingdom regulatory system will apply to
an investment in Lombard Odier Funds and that compensation will not generally be available under
the Financial Services Compensation Scheme. This document does not itself constitute an offer to
provide discretionary or non-discretionary investment management or advisory services, otherwise
than pursuant to an agreement in compliance with applicable laws, rules and regulations.
A summary of investor rights is available on https://am.lombardodier.com/home/asset-managementregulatory-disc.html.
This marketing document is issued by Lombard Odier Funds (Europe) S.A. a Luxembourg based public
limited company (SA), having its registered office at 291, route d’Arlon, 1150 Luxembourg, authorised
and regulated by the CSSF as a Management Company within the meaning of EU Directive 2009/65/
EC, as amended; and within the meaning of the EU Directive 2011/61/EU on Alternative Investment
Fund Managers (AIFMD). The purpose of the Management Company is the creation, promotion,
administration, management and the marketing of Luxembourg and foreign UCITS, alternative
investment funds ("AIFs") and other regulated funds, collective investment vehicles or other
investment vehicles, as well as the offering of portfolio management and investment advisory
services.
This document has been prepared by Lombard Odier Investment Managers (hereinafter “LOIM” or
“Lombard Odier”).
Lombard Odier Investment Managers (“LOIM”) is a trade name. LOIM is comprised of four operational
entities: Lombard Odier Asset Management (USA) Corp, Lombard Odier Asset Management (Europe)

Limited, Lombard Odier Asset Management (Switzerland) SA, and Lombard Odier Funds (Europe) S.A.
This material is not, nor is it intended to be, marketing material or advertising within the meaning of
the Investment Advisers Act of 1940, the rules and guidance of the Securities and Exchange
Commission (“SEC”) or the Conduct Rules of the Financial Industry Regulatory Authority (“FINRA”),
(iii) is for informational use only by the receiving party for general information purposes only in relation
to overall market views.
This document is provided for information purposes only and does not constitute an offer or a
recommendation to purchase or sell any security or service. It is not intended for distribution,
publication, or use in any jurisdiction where such distribution, publication, or use would be unlawful.
This material does not contain personalized recommendations or advice and is not intended to
substitute any professional advice on investment in financial products. No representation is made that
any investment or strategy is suitable or appropriate to individual circumstances or that any investment
or strategy constitutes a personal recommendation to any investor. Each investor must make his/her
own independent decisions regarding any securities or financial instruments mentioned herein.
Before entering into any transaction, an investor should consider carefully the suitability of a
transaction to his/her particular circumstances and, where necessary, obtain independent
professional advice in respect of risks, as well as any legal, regulatory, credit, tax, and accounting
consequences. The information and analysis contained herein are based on sources believed to be
reliable. However, Lombard Odier does not guarantee the timeliness, accuracy, or completeness of
the information contained in this document, nor does it accept any liability for any loss or damage
resulting from its use. All information and opinions as well as the prices indicated may change without
notice. Before entering into any transaction, an investor should consider carefully the suitability of a
transaction to his/her particular circumstances and, where necessary, obtain independent
professional advice in respect of risks, as well as any legal, regulatory, credit, tax, and accounting
consequences. This document is the property of LOIM and is addressed to its recipient exclusively for
their personal use. It may not be reproduced (in whole or in part), transmitted, modified, or used for
any other purpose without the prior written permission of LOIM. This material contains the opinions
of LOIM, as at the date of issue.
The information presented herein is intended to be a summary only and Lombard Odier makes no
representation as to the accuracy of such information. This presentation may contain targeted returns
and forward-looking statements. “Forward-looking statements,” can be identified by the use of
forward-looking terminology such as “may”, “should”, “expect”, “anticipate”, “project”, “estimate”,
“intend”, “continue” or “believe” or the negatives thereof, or variations thereon, or other comparable
terminology. Investors are cautioned not to place undue reliance on such returns and statements, as
actual returns and results could differ materially due to various risks and uncertainties. In considering
any transactional history or prior performance information contained herein, investors should bear in
mind that transactional history or prior performance is not necessarily indicative of future results, and
there can be no assurance that the Fund will achieve comparable results. Such descriptions are
provided for illustrative purposes only and there can be no assurance that Lombard Odier will be able
to implement its investment strategies in a similar manner or pursue similar transactions or be able
to avoid losses.
The categorizations, estimates, quantifications, sensitivities and other information provided in this
presentation may not reflect the criteria employed by Lombard Odier to evaluate exposure, risks, or
trading strategies. No representation is made that the categorizations, estimates, quantifications,
sensitivities and any other information in this presentation are complete or adequate, or that they
would be useful in successfully limiting exposure or risk, identifying and/or evaluating profitable or
risky trading strategies, or constructing a profitable or limited-risk portfolio. The presentation of the
exposures or risks identified in this presentation is not intended to be complete. There may be other
exposures or risks, of which Lombard Odier may or may not be aware, that would affect the
performance or risks of an investment portfolio. In addition, trading strategies may involve, among
other techniques, leverage, short selling and various derivatives, each of which entails separate and
distinct risks.
Source of the figures: Unless otherwise stated, figures are prepared by LOIM.
Although certain information has been obtained from public sources believed to be reliable, without
independent verification, we cannot guarantee its accuracy or the completeness of all information
available from public sources.
Views and opinions expressed are for informational purposes only and do not constitute a
recommendation by LOIM to buy, sell or hold any security. Views and opinions are current as of the
date of this presentation and may be subject to change. They should not be construed as investment
advice.
Sources: LOIM unless otherwise specified. MSCI information: MSCI and each of its affiliates involved
in with the compilation, calculation or creation of MSCI information (collectively the “MSCI Parties”)
expressly disclaim all war- ranties (including, without limitation, all warranties of originality, accuracy,
completeness, timeliness, noninfringement, market value and fitness for a specific purpose) with
re- spect to such information. Without limiting the foregoing, in no event shall the MSCI Parties be
liable for any direct, indirect, specific, incidental, punitive, consequential (including, without limitation,
lost profits) or other damages. (www.msci.com).
No part of this material may be (i) copied, photocopied or duplicated in any form, by any means, or
(ii) distributed to any person that is not an employee, officer, director, or authorised agent of the
recipient, without LOIM’s prior consent.
©2022 Lombard Odier IM. All rights reserved.
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