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WHY SUSTAINABILITY MATTERS FROM AN INVESTMENT PERSPECTIVE?
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Our current growth model is unsustainable

Consumption

Resource extraction

Pollution

Waste

Wealth distribution
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Global population forecast

Sources: United Nations, Department of Economic and Social Affairs, Population Division (2019). World Population Prospects 2019.
For illustrative purposes only.
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Need for decoupling, a key theme
Favoring well-being and growth while limiting footprint

For illustrative purposes only. Source: UNEP (2011), Figure 1, p. xiii.

The concept of decoupling represented in an idealised manner (UNEP)1

1 Resource use increasing at a slower pace than GDP (relative resource decoupling), with environmental impacts actually declining (absolute environmental decoupling).

Human well-being

Economic activity (GDP)

Resource use
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Time
Impact decoupling

Resource decoupling

Inclusive growth
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Clean                            
economy

Inclusive
economy

Lean 
economy

Economic transition, from a “WILD” to a “CLIC” model

Idle
economy

Wasteful 
economy

Dirty 
economy

Lopsided 
economyIW DL

Circular 
economy

Source: LOIM. For illustrative purposes only.
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Drivers for change

Policy and regulations Consumer behaviours

Investors Technological innovations

Source: LOIM. For illustrative purposes only.
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Policy and regulations are increasing

ETS or carbon tax implemented, scheduled or under consideration (60)

For illustrative purposes only. Note: Carbon pricing initiatives are considered “scheduled for implementation” once they have been formally adopted through legislation and have an official, 
planned start date. Carbon pricing initiatives are considered “under consideration” if the government has announced its intention to work towards the implementation of a carbon pricing 
initiative and this has been formally confirmed by official government sources. The carbon pricing initiatives have been classified in ETSs and carbon taxes according to how they operate 
technically. ETS not only refers to cap-and-trade systems, but also baseline-and-credit systems as seen in British Columbia and baseline-and-offset systems as seen in Australia. The authors 
recognize that other classifications are possible.

New Regulations on polluters: 
Countries are Putting a Price on Carbon

Global regulations by subject and region

Latin America
Asia Pacific

North AM
EMEA

20
18

18000

16000

14000
12000

10000

8000

6000

4000

2000

0

20
08

Batteries

Substances

ClimateEnergy
PackagingWaste

Product safety

25000

20000

15000

10000

5000

0

20
08

20
18

Source: World Bank Group, State and Trends of Carbon Pricing, June 2019 Source: World Bank Group, State and Trends of Carbon Pricing, June 2019 



7 · Lombard Odier (Hong Kong) Limited - Please read important information at the end of the document.

Investors are forced to consider climate risk

For illustrative purposes only. Source: 1 Network for Greening the Financial System, A call for action: Climate Change as a source of financial risk, April 2019. 
2 Source: EC Sustainable Finance Action Plan. 

421 central banks and supervisors working
to improve risk exposure to climate change and
drive capital towards green and low-carbon
investments

Steering 
Committee 

Members and 
Observers

Central banks and financial regulators take action

Foster Sustainable Corporate Governance

Create Standards and Labels

Institutional investors duties

Sustainability in prudential requirements

ESG in Ratings and Market Research

Investment in Sustainable Projects

Incorporate Sustainability in Investment Advice

Sustainability Benchmarks

EU Sustainable Taxonomy Sustainability in 
Disclosure & Accounting

Fostering transparency and
Long-termism

Mainstreaming Sustainability into 
Risk Management

Reorienting capital flows
towards sustainable investment

Europe deploying its sustainable finance action plan
THE 10 ACTIONSOBJECTIVES
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The rise of the connected and mindful consumer

A more digital consumer

For illustrative purposes only. 
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Rank of consumers priorities UN goal

#1 Ensure responsible consumption and production

#2 Build resilient infrastructure, inclusive and sustainable 
industrialization

9

#3 Protect, restore and promote life on land (protecting plant 
and animal life)

15

#4 Good health and wellbeing (including air quality) 3

#5 Make cities and communities inclusive, safe, resilient and 
sustainable

11

2/3 of consumers are willing to pay more for sustainable goods1

A more mindful consumer

Source: Global Advertising Forecast, Magna, December 2017. 
Data for 2017 and beyond are estimates

Source: Nielsen. Innovation Group, J. Walter Thompson Intelligence.
1 Study of 30,000 consumers across 60 countries.



TRANSFORMING SUSTAINABLE CHALLENGES IN OPPORTUNITIES
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Re-thinking established norms

Source: LOIM. For illustrative purposes only.

Sustainable Food

Produce & transform & distribute

Sustainable Lifestyle

Mobility & fashion

Sustainable Supply Chains

Waste & recycling & sharing

Sustainable Urban Systems

Renewables & efficiency

Sustainable Finance

Cashless & access

Sustainable Health

Access & affordability & efficiency

Digitalisation
Supporting progress in all themes
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Transforming sustainable challenges in opportunities (1)

Source: FAO, United Nations
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Population growth & agricultural land Global food waste

USD 250bn opportunity from Precision Farming: fertiliser, compaction reduction, irrigation, seeds
USD 700bn opportunity in supply chain optimisation: expiration date, water usage, frozen/local food, food distribution
Nearly 2/3 of consumers globally are willing to pay more for sustainable goods — and that is on the rise

Sustainable 
Food
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Transforming sustainable challenges in opportunities (2)

Source: United Nations, World Urbanisation Prospects 2018
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Global urban and rural population Importance of cities

USD 8.4tn opportunity in new generating capacity in wind and solar over 2018-2050
USD 480-750bn opportunity in public mass transportation by 2050
USD 130bn pa market in energy efficiency for buildings, growing approx. 10% pa

Sustainable 
Urban 

Systems
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Transforming sustainable challenges in opportunities (3)
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Global materials extraction

USD 380-630bn annual net material cost savings opportunity for manufacturing sectors in Europe
USD 90bn value unlocked by AI for sustainability of consumer electronics pa by 2030 (automation, robotics)
USD 335bn potential revenue for key sharing sectors by 2025 (travel, car sharing, finance, staffing, music, video)

Sustainable 
Supply Chains

Global waste treatment and disposal
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Transforming sustainable challenges in opportunities (4)
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Personal car fleet to double by 2020 with electric/hybrid vehicles to rise from 5% to 15%-30% of sales by 2030
GBP 240m yearly opportunity in recycling/reusing textiles destined for landfill in the UK
Number of non-cash transactions to double by 2025

Sustainable 
Lifestyle
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Transforming sustainable challenges in opportunities (5)

A quarter of the US population will be over 65 in the 
next 50 years

US healthcare spending has grown faster than GDP 
in recent decades

McKinsey “Accounting for the Cost of U.S. Health Care” (2011), Center for American 
Progress. 1 2019 United Nations, DESA, Population Division. Licensed under Creative 
Commons license CC By 3.0 IGO. United Nations, DESA, Population Division. World 
Population Prospects 2019. http://population.un.org/wpp/

Sustainable 
Healthcare

US healthcare spending is projected to grow at an annual rate of 5.5%, reaching $6tn by 2027
AI Healthcare applications can generate savings of $150bn annually by 2026
Robo-assisted surgery is estimated to grow to a $40bn industry by 2026
Health and wellness food markets are forecasted to growth to $812bn by 2021
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Transforming sustainable challenges in opportunities (6)

Source: The Global Findex Database, 2017. Measuring financial inclusion.

Bangladesh
3%

China
13%

India
11%

Indonesia
6%

Mexico
3%

Nigeria
4%Pakistan

6%

Rest of world
54%

Financial services consumption set to increase
(adult population USD billion)

Globally, 1.7 billion adults lack a bank account

0

10

20

30

40

50

60

70

80

90

2014 Potential 2014 Potential 2014 Potential 2014 Potential

<USD 1k p.a. USD 1 - USD 3k p.a. USD 3 - USD 8k p.a.

Asia Pacific Latin America 
& Caribbean

Eastern Europe 
& Central Asia

Africa & 
Middle East

+53.2
+26.2

+15.7 +15.2

Sustainable
Financials

Financial inclusion is a US$ 380bn global opportunity for banks
Number of non-cash transactions to double by 2025
Middle-class spending to increase to $56tn by 2030, and $84tn in 2050

Source: Accenture based on World Bank Global Consumption, Global Findex, IFC Enterprise 
Finance. Gap databases. Source: The World Bank data catalogue, 2017.
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Transforming sustainable challenges in opportunities (7)

Rise in global data Internet of things
Spending on internet of things worldwide by vertical in 2015 and 2020 
(in billions od US dollars)

Source: IDC’s Data Age 2025 study, sponsored by Seagate, April 2017. *A zettabyte (ZB) is a unit of digital information storage used to 
denote the size of data. It is equivalent to 1,024 exabytes or 1,000,000,000,000,000,000,000 bytes. 
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Digitalisation
Big data revenues could reach $103bn in 2027
Between 2019-2024, the global semi-conductor market is forecasted to grow at a CAGR of 17.9%
64 billion Internet of Things devices by 2025, up from 10 billion in 2018
Global Cyber Security is projected to reach $345 billion by 2026



INTEGRATING SUSTAINABILITY INTO INVESTMENT



19 · Lombard Odier (Hong Kong) Limited - Please read important information at the end of the document.

Integrating sustainability into investment

ESG framework

FOCUS ON MATERIALITY

Sustainable
business practices

How businesses operate

1 2 3
Sustainable

business models/activities
What businesses do

Source: LOIM. For illustrative purposes only. 1 EER = Excess Economic Returns

WHATHOW

Sustainable 
financial models

EER1
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Pillar I - Sustainable financial models
We measure value creation through our EER1 approach

Digital
Focused IP

Strong capital efficiency (ROE2, ROCE3)

Limited dependency on external capital

Strong cash generation (maintenance free cash flow)

1 EER = Excess Economic Returns 2 ROE = Return on Equity. 3ROCE = Return on Capital Employed. 

Excess

Economic 

Return

1
EER1

Pillar
2

HOW

Pillar
3

WHAT

Pillar
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Pillar II - Sustainable business practices
How businesses operate 1

EER1

Pillar
2

HOW

Pillar
3

WHAT

Pillar

Short-term 
metric

Long-term 
metric

Impact 
metric

For illustrative purposes only. 

ESG Controversies Carbon

Focus on tangible results:
‘C’onsciousness
‘A’ction

‘R’esults

Avoiding the worst
How do the firm’s carbon 

emissions (per revenue unit) 
compare to peers?

Level 5
Level 4
Level 3
Level 2
Level 1
Level 0

PENALIZED

EXCLUDED
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Pillar III - Sustainable business models
What businesses do 1

EER1

Pillar
2

HOW

Pillar
3

WHAT

Pillar

Structural trends
Our aim
To select business models with a strong and long-lasting position.

We ask
 Is the sector at risk of major disruption?
 How high is the exposure to regulation? 
 Is the company well-positioned to be a long-term solution-provider? 
 How capable is the company of transitioning?

demographics.

environment.

inequality.

Means
Fundamental, forward-looking research of pre-screened companies to ensure:
 Repeatability and sustainability of Excess economic return
 Ability to adapt to market/country/sector cycles and dynamics
 Positioning relative to structural trends (see left)
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Our approach to a robust ESG framework

WHAT

HOW HOW

WHAT
Source: LOIM. For illustrative purposes only.
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Sustainable 
Food

Sustainable 
Urban Systems

Sustainable 
Supply Chains

Sustainable 
Lifestyle

Sustainable 
Health

Sustainable 
Finance Digitalisation

Communication Services

Consumer Discretionary

Consumer Staples

Energy

Financials

Health Care

Industrials

Information Technology

Materials

Utilities

Source: LOIM, Bloomberg (July 2019). For information purposes only. Investments and/or allocations may change. The opinions and opinions expressed herein are for information purposes 
only and do not constitute a recommendation by LOIM to buy, sell or hold a security. 

Growth opportunities across all sectors
Positive ++ +
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Selection based on fundamental, 
forward looking analysis

Disciplined analysis focused on financials (Excess Economic Returns) 
and business practices (ESG)

Construction of our Eagles portfolio

1 Minimum USD 3 billion market cap, minimum USD 5mn average daily liquidity. Source: LOIM For illustrative purposes only. Allocations are subject to change.
It illustrates 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. 

Stewardship

Solution-driven incumbents
Companies partially exposed to solutions which are transitioning their 

business model or facilitating efficient implementation of solutions

Solution pure-players
Companies enabling implementation of focused solutions

or with an innovative solution potentially disrupting existing activities/products.

From the equity universe (2’500 stocks) 
to the ‘Solution’ universe 1 (1,300 stocks)

‘Sustainable’ universe (450 stocks)

High Conviction portfolio (c. 50 stocks)       focused on EAGLES

Stewardship

Sustainable 
Food

Sustainable 
Urban Systems

Sustainable 
Supply Chains

Sustainable 
Lifestyle

Sustainable 
Health

Sustainable 
Finance Digitalisation

Selection based on fundamental, 
forward looking analysis
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Important information (1/2)

This is a marketing communication issued by Lombard Odier (Hong Kong) Limited, a licensed entity regulated and supervised by the Securities and Futures Commission in Hong Kong for the
general information of professional investors and other persons in accordance with the Securities and Futures Ordinance (Chapter 571) of the laws of Hong Kong (hereinafter “Lombard
Odier”).

It is not intended for distribution, publication, or use in any jurisdiction where such distribution, publication, or use would be unlawful, nor is it aimed at any person or entity to whom it would be
unlawful to address such a marketing communication. This marketing communication is provided for information purposes only. It does not constitute an offer or a recommendation to
subscribe to, purchase, sell or hold any security or financial instrument. It contains the opinions of Lombard Odier, as at the date of issue. These opinions and the information contained herein
do not take into account an individual’s specific circumstances, objectives, or needs. No representation is made that any investment or strategy is suitable or appropriate to individual
circumstances or that any investment or strategy constitutes personalised investment advice to any investor. Each investor must make his/her own independent decisions regarding any
securities or financial instruments mentioned herein. Tax treatment depends on the individual circumstances of each person and may be subject to change in the future. Lombard Odier does
not provide tax advice. Therefore, you must verify the above and all other information provided in the marketing communication or otherwise review it with your external tax advisors. Some
investment products and services, including custody may be subject to legal restrictions or may not be available worldwide on an unrestricted basis. The information and analysis contained
herein are based on sources considered to be reliable. Lombard Odier makes its best efforts to ensure the timeliness, accuracy, or completeness of the information contained in this
marketing communication. Nevertheless, all information and opinions as well as the prices, market valuations and calculations indicated herein may change without notice. Investments are
subject to a variety of risks. Before entering into any transaction, an investor should consult his/her investment advisor and, where necessary, obtain independent professional advice in
respect of risks, as well as any legal, regulatory, credit, tax, and accounting consequences. The investments mentioned in this marketing communication may carry risks that are difficult to
quantify and integrate into an investment assessment. In general, products such as equities, bonds, securities lending, forex, or money market instruments bear risks, which are higher in the
case of derivative, structured, and private equity products; these are aimed solely at investors who are able to understand their nature and characteristics and to bear their associated risks.
On request, Lombard Odier will be pleased to provide investors with more detailed information concerning risks associated with given instruments. Past performance is no guarantee of
current or future returns, and the investor may receive back less than he/she invested. The value of any investment in a currency other than the base currency of a portfolio is subject to the
foreign exchange rates. These rates may fluctuate and adversely affect the value of the investment when it is realised and converted back into the investor’s base currency. The liquidity of an
investment is subject to supply and demand. Some products may not have a well-established secondary market or in extreme market conditions may be difficult to value, resulting in price
volatility and making it difficult to obtain a price to dispose of the asset. This marketing communication is not issued by the organisational unit of the Bank Lombard Odier & Co Ltd responsible
for the production of financial research, as defined under the Swiss Bankers Association Directives on the Independence of Financial Research. Consequently, it is not prepared in
accordance with the provisions of the referred Directives or any other legal requirements designed to promote the independence of the production of financial research. Opinions expressed in
this marketing communication may differ from the opinions expressed by other divisions of Lombard Odier, including Bank Lombard Odier & Co Ltd’s Financial Research Department.
Nevertheless, if opinions from financial analysts belonging to the Financial Research Department are contained herein, such analysts attest that all of the opinions expressed accurately
reflect their personal views about any given instruments. In order to ensure their independence, financial analysts are expressly prohibited from owning any securities that belong to the
research universe they cover. Lombard Odier may hold positions in securities as referred to in this marketing communication for and on behalf of its clients and/or such securities may be
included in the portfolios of investment funds as managed by Lombard Odier or affiliated Group companies.
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Important information (2/2)

Hong Kong: This marketing communication has been approved for use by Lombard Odier (Hong Kong) Limited, a licensed entity regulated and supervised by the Securities and Futures
Commission in Hong Kong for the general information of professional investors and other persons in accordance with the Securities and Futures Ordinance (Chapter 571) of the laws of Hong
Kong;

Singapore: This marketing communication has been approved for use by Lombard Odier (Singapore) Ltd for the general information of accredited investors and other persons in accordance
with the conditions specified in Sections 275 and 305 of the Securities and Futures Act (Chapter 289). Recipients in Singapore should contact Lombard Odier (Singapore) Ltd, an exempt
financial adviser under the Financial Advisers Act (Chapter 110) and a merchant bank regulated and supervised by the Monetary Authority of Singapore, in respect of any matters arising from,
or in connection with this marketing communication. The recipients of this marketing communication represent and warrant that they are accredited investors and other persons as defined in
the Securities and Futures Act (Chapter 289). This advertisement has not been reviewed by the Monetary Authority of Singapore.

United States: Neither this document nor any copy thereof may be sent, taken into, or distributed in the United States or given to any US person.

This marketing communication may not be reproduced (in whole or in part), transmitted, modified, or used for any public or commercial purpose without the prior written permission of
Lombard Odier.

© 2019 Bank Lombard Odier & Co Ltd – all rights reserved
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