
FOR PROFESSIONAL INVESTOR USE ONLY © All rights reserved. Lombard Odier Investment Managers. 

MAY 2017 

ENERGY AND INVESTING WITH IMPACT 

  

 



2 · Lombard Odier Investment Managers. Please see important information at the end of the document. 

Evolution of investing with impact 

Impact is the sum of 

positive and negative, direct 

and indirect effects that a 

company’s operations and 

products have on the 

environment and on society  

HOW WE GOT TO WHERE WE ARE TODAY 

T
im

e 
an

d
 s

o
p

h
is

ti
ca

ti
o

n
 

Investing with impact 

Sustainable investing 

Responsible investing (SRI) 

Ethical investing 

Focus:  Business' impact 

Approach: Fundamental analysis of the true impact of 

  businesses on society and the environment 

Focus:  Business' sustainability 

Approach: Fundamental analysis of sustainability 

  of business 

Focus:  Business' practices 

Approach: Positive screening 

  (=ESG ratings) and/or engagement 

Focus:  Investor's values 

Approach: Negative screening (=exclusions) 

Source: Lombard Odier. 

Bringing back purpose to investments, impact is the new dimension of investing 
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Energy sector: complex and far-reaching 
Exclusions and capital starvation is not a solution 

Source: International Energy Agency 
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Staying Engaged with clear objectives 
Managing risks while accompanying transition   

Source: International Energy Agency 

 Structural regulatory risk 

 

 Controversies 

 

 Worst behaviour 

 

AVOIDING KEY RISKS 

 

ACCOMPANYING TRANSITION 

 

 Favouring best practices 

 

 Rewarding results 
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Regulatory issues: Lombard Odier Global Carbon Solutions 

LOMBARD ODIER CLIMATE GLOBAL SOLUTIONS 

 Estimation 

 Asset classes 

 Aggregation 

 Attribution 

Coal 

Oil & gas 

Utilities  

1 
EMISSION  
MEASUREMENT 2 

REPORTING THE 
INFORMATION 

3 
STRANDED ASSETS  
RISK MITIGATION 4 

LOW CARBON  
STRATEGY 

TIGHTENING REGULATORY ENVIRONMENT 

 Regulatory framework changes 

 Compulsory disclosure of portfolio CO2 emissions 

 Other possible constraints issued from any new international agreement 

on climate concerns (e.g., COP 21) 

ASSET OWNERS’ AND MANAGERS’ OPINIONS  

 “Norway Will Divest From Coal in Push Against Climate Change” (New 

York Times, 5 June 2015) 

 “Axa to divest from high-risk coal funds due to threat of climate change” 

(The Guardian, 22 May 2015) 

 “FTSE joins Blackrock to help investors avoid fossil fuels” (Financial 

Times, 28 April 2014) 

 “Goldman Sachs declared in January that fuel had reached ‘retirement 

age’ ”. (The Guardian, 15 June 2015) 
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BREACHES OF MAIN INTERNATIONAL ESG STANDARDS (UNITED NATIONS GLOBAL COMPACT PRINCIPLES) 

How do we analyse a company? 
Lombard Odier’s controversy radar 

Bribery and corruption 

Business ethics 

Accounting and taxation 

Intellectual Property … 

Child & forced labor 

Health & safety 

Society & Communities Privacy 

Products quality & safety… 

Pollution 

Energy & water use 

Environmental impact of products 

Env. impact in the supply chain… 

E S G 

Level 5 
Crime 

Level 4 
Several controversies with 
major stakeholder impact 

Level 3 
Major impact on  

stakeholders but no structural issue 

Level 2 
Recurring controversies, minor impact on stakeholders, 

weak operational procedures 

Level 1 
Minor controversies 

Level 0 
No evidence  

Sentencings 

Accusations 

REPUTATIONAL  

RISK AREA 

FINANCIAL RISK  

AREA 
Convictions 

Suspicions 
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 We believe ESG analysis says little about the real-

world consequences of companies’ products and 

services  

 We have developed an additional analytical 

framework for the 5,000 listed companies that we 

cover: “CAR” (Consciousness, Actions, Results) 

 CAR complements our ESG approach by looking 

beyond intentions and into concrete actions taken 

by companies to get measurable results 

 This helps us identify companies that are taking 

action and those that are simply writing nice reports 

– “greenwashing” in the environmental sector 

How do we analyse a company? 
Lombard Odier’s unique CAR approach 

Consciousness 

Action 

Results 
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How do we analyse a company? 
Lombard Odier’s unique ESG/CAR approach 

 Emission reduction 

 Natural resource reduction 

 Product innovation 

PRESERVE THE ENVIRONMENT 

 Setting ESG general policies 

 Participation to international organisations  

and workshops 

 Marketing 

E 

IS THE COMPANY CONSCIOUS? C 

WORK FOR SOCIAL PROGRESS 

 Respect of human rights 

 Impact on communities 

 Client/Product responsibility 

 Diversity in workforce 

 Health and safety 

 Training and career development 

 Developing reporting tools 

 Implementation of ESG policies in the 

mainstream business 

 Increasing transparency and reporting 

 Fitting ESG into the corporate strategy 

S 

WHAT ACTIONS ARE TAKEN? A 

 Reducing environmental impact 

 Improving social balances 

 Improving governance structure 

PRACTICE FAIR GOVERNANCE 

 Board of directors functions and structure 

 Directors compensation policy 

 Shareholder rights 

 Strategy integration 

G 

WHAT RESULTS ARE ACHIEVED? R 

MEASURING PERFORMANCE (ESG) 

MEASURING PROGRESS (CAR) 
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Our CAR approach can identify who is communicating  

well and who is progressing 

COMPANY “A” (UNITED STATES) COMPANY “B” (SWITZERLAND) 
GOOD COMMUNICATOR… SILENT ACHIEVEMENTS… 

 Company “A” shows a good ESG score but when broken down into the CAR score  

it shows that Company “A” is a good communicator with a Conscious score of  80.8  

but has not demonstrated high Results with 56.5 

 On the contrary, Company B has relatively poor communication as measured by  

40.3 for Conscious, but is a silent achiever with a high score for Results at  83.4 

CONSCIOUS ACTION RESULTS ESG SCORE 

ENVIRONMENT 80.0 100 46.3 69.1 

SOCIAL 75.0 91.7 50.4 67.7 

GOVERNANCE 87.5 66.7 72.8 73.9 

CAR SCORE 80.8 86.1 56.5 70.2 

CONSCIOUS ACTION RESULTS ESG SCORE 

ENVIRONMENT 40.0 65.0 85.7 70.4 

SOCIAL 31.0 37.5 88.9 61.9 

GOVERNANCE 50.0 100 75.6 77.8 

CAR SCORE 40.3 67.5 83.4 70.0 

ESG DIMENSION CAR DIMENSION ESG DIMENSION CAR DIMENSION 

For illustrative purposes only. These examples are for illustrative purposes only and are not actual results. If any assumptions used do not prove to be true, results may vary substantially.  
Source: LOIM (March 2017). 
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Our Responsible Investment process  

An integrated and systematic approach 

GLOBAL RESPONSIBLE RESEARCH UNIVERSE  

Exclude non-responsible companies that are: 

 Engaged in non-ethical businesses 

 Exposed to structural regulatory risks 

 The subject of severe controversies 

 Seen to display sub-standard behaviour within their industry 

GLOBAL RESPONSIBLE INVESTMENT UNIVERSE 

 

Emphasise companies with best sustainable practices 

 Reward progress in sustainable practices 

 Reward lowest CO2 emitters within their industry 

 

 

Focus on companies with best investment characteristics 

 Strongest financial and business fundamentals with potential for 
future growth (factor exposures: Quality, Small Size and Low Risk) 

 Most attractive valuations (factor exposures: Value and Momentum) 

Balance risks in terms of sectors and stocks Limit exposure to most carbon-intensive sectors  

GLOBAL RESPONSIBLE EQUITY PORTFOLIO  

STARTING POINT: MSCI WORLD INDEX  

≈ 650 
companies 

≈ 200 
companies 

 ≈ 1,600 
companies 

RESPONSIBLE CRITERIA FINANCIAL CRITERIA 

For illustrative purposes only. 
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 Investing with impact is becoming increasingly important; existing ESG policies are being intensified using 

measurable sustainability targets 

 Empirical evidence suggests that investing with impact can have a positive effect on performance 

 LOIM has a strong heritage in sustainability and investing with impact  

 For LOIM, the preservation of capital, innovation and responsibility to society have always been of key importance  

 We believe that investing methodologies should take an integrated approach to ESG in order to avoid green 

washing and to ensure a focus on results 

 LOIM’s unique ESG/CAR approach can help to identify companies achieving tangible results 

 LOIM can help investors to make a meaningful impact by offering solutions in equities and fixed income 

Conclusions 
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This document has been prepared by Lombard Odier Funds (Europe) S.A. and is issued by Lombard Odier 

Asset Management (Europe) Limited, authorised and regulated by the Financial Conduct Authority (the “FCA”), 

and entered on the FCA register with registration number 515393. Lombard Odier Investment Managers 

(“LOIM”) is a trade name. 

This document is provided for informational 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 document does not 

contain personalised recommendations or advice and is not intended to substitute any professional advice on 

investment in financial products. 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 recipients 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. The contents of this document are intended for persons 

who are sophisticated investment professionals and who are either authorised or regulated to operate in the 

financial markets or persons who have been vetted by LOIM as having the expertise, experience and 

knowledge of the investment matters set out in this document and in respect of whom LOIM has received an 

assurance that they are capable of making their own investment decisions and understanding the risks 

involved in making investments of the type included in this document or other persons that LOIM has expressly 

confirmed as being appropriate recipients of this document. If you are not a person falling within the above 

categories you are kindly asked to either return this document to LOIM or to destroy it and are expressly 

warned that you must not rely upon its contents or have regard to any of the matters set out in this document in 

relation to investment matters and must not transmit this document to any other person. This document 

contains the opinions of LOIM, as at the date of issue. The information and analysis contained herein are 

based on sources believed to be reliable. However, LOIM 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. Neither this document nor any copy thereof may be sent, taken into, or distributed in the United States 

of America, any of its territories or possessions or areas subject to its jurisdiction, or to or for the benefit of a 

United States Person. For this purpose, the term “United States Person” shall mean any citizen, national or 

resident of the United States of America, partnership organised or existing in any state, territory or possession 

of the United States of America, a corporation organised under the laws of the United States or of any state, 

territory or possession thereof, or any estate or trust that is subject to United States Federal income tax 

regardless of the source of its income. 

Source of the figures: Unless otherwise stated, figures are prepared by LOIM. 

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 at the date of this presentation and 

may be subject to change. They should not be construed as investment advice. If the funds are denominated in 

a currency other than that in which the majority of the investor’s assets are held, the investor should be aware 

that changes in rates of exchange may affect the value of the funds’ underlying assets. The portfolio risk 

management process includes an effort to monitor and manage risk, but does not imply low risk. 

The strategy may include the use of derivatives. Derivatives often involve a high degree of financial risk 

because a relatively small movement in the price of the underlying security or benchmark may result in a 

disproportionately large movement in the price of the derivative and are not suitable for all investors. No 

representation regarding the suitability of these instruments and strategies for a particular investor is made. 

Emerging markets securities may be less liquid and more volatile and are subject to a number of additional 

risks including, but not limited to, currency fluctuations and political instability. 

Securities of issuers held by the Fund may lack sufficient market liquidity to enable the Fund to sell the 

securities at an advantageous time or without a substantial drop in price. 

Because of the smaller number of stocks held in the portfolio, the Fund may be subject to greater risks than 

a more diversified fund. A change in value of any single holding may affect the overall value of the portfolio 

more than it would affect a diversified fund that holds more investments. 

The case studies provided in this document are for illustrative purposes only and do not purport to be 

recommendation of an investment in, or a comprehensive statement of all of the factors or considerations 

which may be relevant to an investment in, the referenced securities. The case studies have been selected  

to illustrate the investment process undertaken by the Manager in respect of a certain type of investment,  

but may not be representative of the Fund's past or future portfolio of investments as a whole and it should  

be understood that the case studies of themselves will not be sufficient to give a clear and balanced view of 

the investment process undertaken by the Manager or of the composition of the investment portfolio of the 

Fund now or in the future.  

All information and opinions as well as the prices indicated may change without notice. Neither this document 

nor any copy thereof may be sent, taken into, or distributed in the United States of America, any of its 

territories or possessions or areas subject to its jurisdiction, or to or for the benefit of a United States Person. 

For this purpose, the term "United States Person" shall mean any citizen, national or resident of the United 

States of America, partnership organised or existing in any state, territory or possession of the United States  

of America, a corporation organised under the laws of the United States or of any state, territory or possession 

thereof, or any estate or trust that is subject to United States Federal income tax regardless of the source of its 

income.  

[Continued on next page]. 
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Important information (cont'd) 

 

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 (SA), having its registered office at 291, route d’Arlon, L-1150 Luxembourg, authorised 

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 articles of association,  

the prospectus, the Key Investor Information Document, the subscription form and the most recent annual and 

semi-annual reports 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, Graben 21, A-1010 Wien - Belgium. Supervisory Authority: Autorité des services et marches 

financiers (FSMA), Representative: 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 – 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 S.p.A. Via Ferrante Aporti, 10, 

20125 Milano, Banca Sella Holding S.p.A., Piazza Gaudenzio Sella, 1, 13900 Biella, Allfunds Bank S.A., filiale 

italianaVia Santa Margherita 7, 20121 Milano, - Liechtenstein. Supervisory Authority: Finanzmarktaufsicht 

Liechtenstein (“FMA”), Representative: Verwaltungs- und Privat-Bank Aktiengesellschaft, Aeulestrasse 6,  

LI-9490 Vaduz, LGT Bank AG Herrengasse 12, 9490 Vaduz, Liechtenstein - Netherlands. Supervisory 

Authority: Autoriteit Financiële Markten (AFM). Representative: Lombard Odier Asset Management (Europe) 

Ltd, Netherlands Branch Herengracht 466, 1017 CA Amsterdam, The Netherlands- Spain. Supervisory 

Authority: Comisión Nacional del Mercado de Valores (CNMV). Representative: Allfunds Bank S.A. C/Nuria,  

57 Madrid - 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 LO 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. 

An investment in the Fund is not suitable for all investors. There can be no assurance that the Fund's 

investment objective will be achieved or that there will be a return on capital. Past or estimated performance  

is not necessarily indicative of future results and no assurance can be made that profits will be achieved or that 

substantial losses will not be incurred. Where the fund is denominated in a currency other than an investor's 

base currency, changes in the rate of exchange may have an adverse effect on price and income.  

All performance figures reflect the reinvestment of interest and dividends and do not take account the 

commissions and costs incurred on the issue and redemption of shares/units; performance figures are 

estimated and unaudited. Net performance shows the performance net of fees and expenses for the relevant 

fund/share class over the reference period. 

This document does not contain personalised recommendations or advice and is not intended to substitute  

any professional advice on investment in financial products. Before making an investment in the Fund,  

an investor should read the entire Offering Documents, and in particular the risk factors pertaining to an 

investment in the Fund, consider carefully the suitability of such investment 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. It is not intended for 

distribution, publication, or use in any jurisdiction where such distribution, publication, or use would be 

unlawful. This document contains the opinions of LOIM, as at the date of issue. The information and analysis 

contained herein are based on sources believed to be reliable. However, LOIM 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.  

©2017 Lombard Odier IM. All rights reserved. 
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Lombard Odier IM is the asset management business of Lombard Odier, focused on institutional investors, third-party distributors 

and financial intermediaries. Lombard Odier has always been wholly owned and managed by its partners who are responsible for 

the day-to-day management of the firm. This independent structure means that we are able to focus 100% on our clients rather  

than shareholders. And our size and focus mean that we can respond with agility to market events.  
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