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Foreword

Responsibility is one of Pictet’s five guiding principles and
when managing our clients’ wealth, our responsible-investing
vision is a cornerstone of our purpose. We are committed to
preserving and growing the wealth of our clients for both cur-
rent and future generations, and believe that integrating sus-
tainability considerations throughout our investment process
helps supports this.

Our responsible-investing vision is a strategic priority be-
cause it represents a significant investment opportunity. It is
underpinned by our commitment to allocate capital aligned
with our investment-led convictions and engage with issuers
to generate returns on investments for the long-term benefit
of our clients.

We are among the first wealth managers to actively vote
and engage on behalf of clients. Shareholders have two op-
tions when invested in companies exposed to sustainability
risks: dissociate and divest, or engage in dialogue to encourage
best practices, including both risk mitigation and opportuni-
ty capture. We believe responsible stewardship of our clients’
investments requires engagement and voting, both critical
components of our active-ownership strategy. Divesting and
exclusion deprives us of the ability to influence real outcomes,
while remaining invested provides a seat at the table. We
stand firm in this approach and see it as even more important
during times when investors’ role regarding sustainability
challenges is called into question. We also leverage our influ-
ence as shareholders through engagement collaborations with
other investors who share our objective of driving long-term
value creation.

Through our active ownership activities, we communicate
our expectations transparently, affirm a company's progress,
and highlight areas where sustainability risks could be better
managed. Our proxy voting decisions rely on strong guidelines
for corporate governance, emphasizing good practices in board
and management, executive remuneration and risk control.

Our long-term focus and investment expertise help to pro-
tect, grow, and transmit wealth responsibly, while our engage-
ment and voting practices differentiate us in the evolving
wealth-management landscape.



“We are among the first wealth
managers to actively vote and
engage on behalf of clients.
Our responsible-investing vision
1S a strategic priority because
it represents a significant
investment opportunity. It 1s
underpinned by our commitment
to allocate capital aligned with
our investment-led convictions
and engage with issuers to
generate returns on investments
for the long-term benefit
of our clients.”

JILLIAN REGNIER
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Introduction

Since the Pictet Group was founded in 1805, we have
aimed to ensure the prosperity of our clients over the
long term. At Pictet Wealth Management, this means
preserving and growing our clients’ wealth for both the
current and future generations. Consistent with our
fiduciary duty to act in the best interests of our clients,
we are committed to integrating material environmental,
social and governance (ESG) criteria in our investment
processes and active ownership practices to enhance re-
turns and mitigate risks over the medium to long term.

For Pictet, the transition to a more resilient and sus-
tainable economy is a strategic priority. It represents both
an urgent challenge and an investment opportunity.

As an investment-led service company, our role is to
allocate capital to stimulate innovation, contribute to
financial stability and generate returns on investments
for the long-term benefit of our clients.

Our sustainability strategy is grounded

()

Invest in companies
providing solutions that
enable the transition to a

more resilient and
sustainable economy

in three pillars of action
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Direct capital Engage for change
towa{ds investments with issuers, our clients,
with credible and our communities

transition plans

Investors have the potential to drive impact in their in-
vestments through active ownership. For corporate share-
holders, this starts with proxy voting. For both corporate
shareholders and corporate or sovereign bondholders,
investors can engage through direct dialogue with key
management and decisionmakers, be they corporate
leadership, external fund managers or sovereign issuers.

Pictet Wealth Management is among the first wealth
managers to actively vote and engage on behalf of clients.

The overarching purpose of our proxy voting and en-
gagement activities is to protect and promote the long-
term interests of our clients as shareholders. We consider
it our responsibility to engage with companies’ manage-
ment to ensure that their businesses are run with
a long-term vision, adhere to their strategy and deliver



shareholder value. Pictet aims to support a strong
culture of corporate governance and effective manage-
ment of environmental and social issues material for
business sustainability.

Pictet Wealth Management is among
the first wealth managers to actively vote
and engage on behalf of clients.

Engage vs exit

Responsible shareholders have
two options when invested in a
company that is exposed to sus-
tainability risk or creates nega-
tive environmental or social ex-
ternalities. The first option is to
dissociate and divest. The sec-
ond is to engage in dialogue to
initiate positive change. Al-
though active ownership in-
creases administrative and indi-
rect costs, this has been shown
to lead to higher returns, espe-
cially when engagement is suc-
cessful and conducted in col-
laboration with other investors.

Read more in an E4S study we
supported “Active Ownership:

for what impact?”.

Being an active owner enables Pictet not only to de-
fine expectations for business performance, but also to
catalyse organisational and strategic change when need-
ed. Engaging with issuers and external fund managers
enables a partnership relationship between investor and
investee and mutually beneficial outcomes. This is par-
ticularly the case when investors are long term, which
deepens credibility and trust with engagement targets.
Where possible, we also vote at annual general meetings
(AGM) of companies we engage with, using voting as an
additional lever in engagement dialogues.


https://e4s.center/resources/reports/active-ownership-for-what-impact/
https://e4s.center/resources/reports/active-ownership-for-what-impact/
https://e4s.center/resources/reports/active-ownership-for-what-impact/

Voting

Proxy voting enables shareholders to influence corpo-
rate actions and ensure that management decisions align
with their interests. Over the years we have built a strong
framework to align our voting practices with best practic-
es. It is based on the expert views of fundamental analysts,
portfolio managers and sustainability experts guided by
dedicated guidelines regarding corporate governance.

Thoughtful and considered voting remains a critical stew-
ardship tool for investors to communicate their asks in a
transparent way, affirm a company’s progress and highlight
areas where ESG risks could be better managed. PRI

VOTING GUIDELINES ON GOVERNANCE
AND FAMILY FIRMS FOCUS

Our proxy voting decisions rely on strong guidelines
for corporate governance, emphasising the importance
of good practices in board and management, executive
remuneration and risk control.

BOARD STRUCTURE

We believe there should be at least a majority of inde-
pendent non-executive representation on the board that
can give investors a degree of protection and assurance
by ensuring that no individual or non-independent
grouping has unlimited powers or authority. Individual
independence is assessed on a case-by-case basis, taking
into consideration tenure, relationships with major
shareholders and any previous connections to the com-
pany. Our preference is for leadership of the board
(chair) and leadership of the company (CEO) to be sepa-
rate. This reflects the important role the board plays in
monitoring and challenging senior management. Where
the chairman and CEO are not separate there should be
a lead independent director identified to act as an effec-
tive conduit for investors to raise concerns.

The specific case of Family owned Companies

We have a specific approach for family-owned compa-
nies. Research highlights that, for family businesses,
while the presence of a major shareholder can reduce
board independence, it can also bring other advantages
to minority shareholders, namely a more conservative
approach to decision making, greater prudence and a
board whose objective is the company’s long-run success
rather than quarterly targets. Our own family-based
model enables particular insight into how family busi-
nesses are optimally run for the long term.


https://www.unpri.org/pri-blog/six-takeaways-from-the-2024-proxy-season-and-why-voting-remains-a-critical-tool-for-investors/12674.article#:~:text=Specifically%20for%20responsible%20investors%2C%20it,environmental%2C%20social%20and%20governance%20issues.
https://www.pictet.com/content/dam/www/documents/publications/pictet-model-witten-institute/Pictet-Model-EN.pdf.coredownload.pdf
https://www.pictet.com/content/dam/www/documents/publications/pictet-model-witten-institute/Pictet-Model-EN.pdf.coredownload.pdf

Family-owned businesses have survived and thrived
over decades because they are adaptable and resilient.
Average economic spread for family-owned businesses
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'The performance of 600 publicly listed FOBSs was analysed and compared
with that of 600 publicly listed companies that are not family owned.
Another 600 primarily private FOBs around the world were also surveyed.

Family-owned businesses, which
include well-known companies like
Levi Strauss and L'Oréal, play a
signficant role in the global econo-
my, contributing over 70% of glob-
al GDP and 60% of global employ-
ment. McKinsey research analysing
600 publicly-listed family-owned
businesses and comparing them
with 600 non-family-owned mod-
els, revealed some interesting in-
sights regarding performance.
Family-owned businesses have
demonstrated remarkable resil-
ience and adaptability, often out-
performing their non-family-
owned counterparts. This success
is attributed to a combination of
“critical mindsets” and strategic
actions that significantly enhance
their value over time.

Source: McKinsey & Company

The critical mindsets that distin-
guish high-performing family-owned
businesses are a focus on purpose be-
yond profits, a long-term perspective
with an emphasis on reinvestment,

a conservative financial stance and
efficient decision-making processes.
These mindsets enable family-owned
businesses to maintain a competitive
edge and sustain their performance
across generations.

High-performing family-owned busi-
nesses also implement strategic ac-
tions: diversifying their portfolios,
dynamically reallocating resources,
being efficient investors and opera-
tors, focusing relentlessly on talent,
and continually reviewing govern-
ance mechanisms. For instance, these
businesses often diversify beyond
their core operations, with many
pursuing mergers and acquisitions to
access new technologies, industries
and geographies.

Along-term perspective allows
family-owned businesses to priori-
tise sustainable growth over short-
term gains. This is facilitated by
ownership structures that often
involve significant family control,
enabling them to make patient and
strategic investments. Additionally,
a conservative financial approach,
characterised by lower leverage
ratios, can help to better weather
economic shocks.



Owner managers prioritise projects and investments
that create long-term value for the company and typically
do so while maintaining strong balance sheets. The finan-
cial health and sustainability of the company comes be-
fore short-term profits. Research has shown that this dif-
ferentiated approach can create sustainable competitive
advantages for family run and founder led businesses.

That is why at Pictet Wealth Management, we feel it is
sufficient for family-owned companies to have at least
33% board independence, rather than the minimum 50%
mandated by some ESG agencies. Even if independence
thresholds are not met, our philosophy is not to vote
against the founder, as we believe that their expertise is
extremely valuable, although we are aware of the power
and influence that comes with that.

Remuneration
Remuneration frameworks should:

« Strike an appropriate balance between fixed and vari-
able, short and long-term elements of pay, placing a
premium on reward for genuine sustained perfor-
mance. Satisfy long-term incentives through shares
which have a performance period of at least three
years with an additional holding period applied. Such
bonus should be subject to malus/clawback rules
which are provision that allows an employer to re-
claim previously awarded bonuses from an employee
in cases of misconduct, financial restatement, or fail-
ure to meet specific performance criteria.

« Encourage appropriate levels of long-term share own-
ership amongst the company leadership and, where
possible, foster share ownership throughout all layers
of the organisation.

+ Avoid arrangements that would encourage the de-
struction of long-term investor value or one-off incen-
tive arrangements concerning specific ventures that
may distort alignment with total corporate perfor-
mance and returns. For example, transaction-based
incentive arrangements.

Risk Control & Reporting

Transparency and integrity in financial reporting are
a key topics for us as we expect companies to produce
quality accounts and communicate clearly with inves-
tors. Our guidelines also calls for independent audits,
regular auditor rotation, and clear distinctions between
audit and non-audit fees.
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OUR 2024 VOTING ACTIVITIES

In 2024, Pictet Wealth Management voted at 104
Annual General Meetings on a total of 1,813 resolutions
(1,662 proposed by management and 151 proposed by
shareholders). Of these, we voted at least once against
management recommendations in 60% of the time.

Our approach to voting is articulated around the im-
plementation of a case-by-case assessment of each voting
item. Our selective approach to voting allows us to sup-
port shareholder proposals where we deem appropriate.
However, we have denied support to management-led
proposals on several strategic occasions. We also sup-
ported the shareholder resolutions displaying clear and
detailed rationales, aligned with long-term value crea-
tion. We specifically supported those that integrated in-
dustry-specific criteria and sought to enhance the scope
of existing strategies and targets such as one related to
the reduction of emissions of the use of energy products
(Scope 3) for an energy company.

Total AGMs voted and % with vote
against management

® Number of AGMS
With at least one vote against management reco

2023 2024

Source: PWM Research

Over the past three years, we have significantly ex-
panded our coverage, both in terms of the number of
company AGMs we vote in and the assets under manage-
ment covered by our votes. This growth has enabled us
to serve a broader base of our client assets, ensuring that
we support long-term value creation via all levers at our
disposal. In order to do so, we review and build our vot-
ing universe every year to make sure we vote for the most
of our clients assets.
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As we have matured in our voting practices, we have
observed a notable shift in our approach towards voting
decisions. Specifically, there has been a notable increase in
the proportion of instances where our votes did not align
with management recommendations. This evolution re-
flects our sharpened stance on key issues that are of grow-
ing importance for us. We see difference in alignment
mostly related to corporate governance matters on share-
holders rights as well as board composition and on specif-
ic ESG issue where we tend to support more disclosure
from companies on specific area (Climate, plastics, DEI...).

Our approach to voting is articulated
around the implementation of a case-by-case
assessment of each voting item, allowing
us to support shareholder proposals where
we deem appropriate.

Several factors have contributed to this change.
Firstly, there has been a rise in shareholder resolutions,
which often bring to light critical issues that may not al-
ways be supported by company management. These res-
olutions have played a pivotal role in guiding our voting
decisions, as they often highlight concerns related to en-
vironmental, social and governance (ESG) criteria.

Additionally, our increased scrutiny on the re-election
of directors and executive compensation has also influ-
enced this rise in dissention with management recom-
mendation. As defined per our guidelines, we recognise
the importance of ensuring that corporate leadership is
held accountable and that executive pay structures align
with the long-term success and ethical standards of the
company. By adopting a more rigorous approach, we aim
to drive positive change within the companies we invest
in, fostering a culture of transparency, responsibility and
sustainable growth.

Through these efforts, we continue to act with convic-
tion as stewards for our clients, by enhancing the integri-
ty and performance of the companies we engage with.

2024 MARKETS TRENDS

Governance Takes Center Stage

in 2024 Proxy Season

The 2024 proxy season underscored a significant shift
towards prioritising governance as a cornerstone of cor-
porate success. This trend was evident in the increased
support for governance-related proposals, which saw a
notable rise in average backing from shareholders.

12
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One of the most striking developments was the suc-
cess of proposals aimed at eliminating supermajority
vote requirements. These proposals, which simplify gov-
ernance structures and enhance shareholder rights, saw
a dramatic increase in support. For example, In 2024,

43 such proposals were on the ballot on Russell 3000
companies, with 31 receiving majority support, compared
to just 8 in 2023. This shift indicates a strong push to-
wards more democratic and transparent corporate gov-
ernance. We supported all the resolution related to the
elimination of supermajority or else the adoption of
simply majority votes within our voting universe.

Governance proposals overall received an average
support of 39% in 2024, up from 29% in 2023. This in-
crease was largely driven by proposals advocating for the
rights of minority shareholders, such as those calling for
special meeting rights and independent board chairs and
we have supported most of these resolutions. Investors
also continued to emphasise the importance of board
composition, director independence and accountability.
Concerns about board responsiveness and governance
structures were significant drivers of low support for di-
rector elections, with issues like problematic capital
structures and poison pill adoptions without sharehold-
er approval being key points of contention.

E&S Proposals Lose Ground in the us

In contrast to the focus on governance, support for
environmental and social (E&S) proposals in the US
continued to wane. This decline, observed over the past
few years, was particularly pronounced in 2024.

13



Average support for E&S proposals continued to de-
cline, with major institutional investors like BlackRock
and Vanguard showing minimal support. According to
Morningstar data, BlackRock supported only 4% of E&S
proposals, a sharp drop from 47% in 2021, while Van-
guard did not support any E&S proposals in the year
leading up to June 2024. This decline can be attributed to
several factors, including the overly prescriptive nature
of many E&S proposals, their high implementation
costs, lack of economic value and redundancy with exist-
ing policies. Additionally, companies have made substan-
tial improvements in E&S disclosures, reducing the per-
ceived need for such proposals.

Average support for significant E&S resolutions
Resolutions voted at uU.S. companies, last five proxy years

== U.s. firms’ average u.s. sustainable funds average =)= European firms’ average
100
-— —o * > *

75

50 &
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0
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Source: Morningstar proxy voting database, Morningstar Sustainalytics
stewardship research. Data as of Jan.15, 2025. Note: Data shown is for
u.S. environmental and social resolutions with significant independent support
for proxy years ended June 30. See Appendix 2 for full methodology.

The decline in support for E&S proposals in the US
also coincides with the growing politicisation of these is-
sues and political backlash against corporate E&S initia-
tives. This has led to increased scrutiny and criticism
from regulators and policymakers, further influencing
investor voting behaviour.

While we understand the drivers behinds this decline
in the Us, the review of our voting guidelines has not led
us to change our approach in the same way. We have
stayed focus on being selective of the ESG resolution and
did not observe any specific decline in our support to
these items.

14



"Management Say on Climate"
resolutions are initiatives pro-
posed by a company's manage-
ment, seeking shareholder ap-
proval or feedback on the
company's climate strategy.
These resolutions invite share-
holders to vote on and provide
input regarding the company's
plans to address climate change,
including its targets for reducing
emissions and its overall ap-
proach to sustainability. The aim
is to foster transparency and ac-
countability, allowing sharehold-
ers to play a role in shaping

the company's environmental
policies and ensuring alignment
with broader climate goals.

Climate-Related Proposals: A Mixed Bag

Climate-related proposals remained a significant fo-
cus during the 2024 proxy season, with varying levels of
support and success across different regions.

In Europe, the number of Management Say-on-
Climate proposals remained steady at 23, with average
support relatively stable at 89.3%. However, oil and gas
companies continued to face high levels of dissent, with
Repsol, Shell, and TotalEnergies receiving lower support
compared to previous years . Shareholders tabled 13
climate-related proposals in Europe, primarily in Nordic
countries. These proposals focused on aligning company
strategies with the Paris Agreement and setting
science-based targets for greenhouse-gas emissions.
Support for these proposals varied, with some receiving
low support, such as the fossil-fuel financing proposals
at Nordic banks.

Common concerns with climate-related proposals
included limited information on decarbonization meas-
ures, lack of disclosure on financial impacts related to
climate risks, and insufficient clarity on intermediate tar-
get alignment with climate scenarios. These issues high-
light the ongoing challenges companies face in meeting
investor expectations for robust climate strategies and
are included in our voting guidelines.

Overall, the 2024 proxy season highlighted a strong
focus on governance improvements, a decline in support
for E&S proposals in the Us while Europe remains sta-
ble, and continued scrutiny of climate-related initiatives,
reflecting the evolving priorities and concerns of inves-
tors. While we acknowledge that some part of the inves-
tors base might become more polarized on E&S we
remain very independent to act in the best interest of
our clients over the long term. We support management
by voting in line with resolutions that enable the compa-
ny to pursue a successful value-creation path. While we
are aware that progress takes time and effort, we consid-
er voting as an opportunity to influence change. Failing
to do so risks a missed opportunity to actively urge
companies to adopt better ESG standards and protect
investors’ best interests in so doing.
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Engagement

At Pictet, we believe engaging for change is funda-
mental to responsible investment stewardship. Active
engagement allows us to influence companies to align
with the long-term best interests of our clients. This
approach supports better long-term investment out-
comes, as promoting improvements in how companies
manage their exposure to environmental, social, and
governance (ESG) risks and opportunities can reinforce
durable value creation.

OUR 2024 ENGAGEMENTACTIVITIES
AND PROCESS

Engagement involves a purposeful dialogue between
investor and investee, with a specific and targeted
objective to achieving change. At Pictet our engagement
efforts are both bottom up, informed and driven by
investment teams’ ESG analyses, and top down, in
collaboration across Pictet business lines. Top-down
engagements focus on the most material issuers primed
for engagement, based on three criteria: exposure to
the themes where we have expertise and credible invest-
ment experience; involvement in activities with high
sustainability risk exposure; and companies involved
in controversies.

FOURTHEMES AND EIGHTANGLES

HIGH ESG RISK ACTIVITIES

Energy Thermal coal - Extraction

Thermal coal - Power generation

Oil and gas - Arctic drilling oil and fracking

Oil and gas - Production

Nuclear power generation

Climate 1. Low carbon transition
2. Sustainable forests
Water 3. Water conservation
4. Water quality
Nutrition 5. Healthier food
6. Biodiversity
Governance 7. Long-term performance culture
8

. Talent development and retention

Weapons Controversial weapons

Small arms civilian customers

Small arms law enforcement and key components

Military contracting weapons

Military contracting weapons related products

Food and Tobacco production

health GMoO development and growth

Pesticides retail and production

Others Adult entertainment

Gambling

16



The objectives of these interactions are to assess an
organisation, monitor that its strategy is being imple-
mented in line with our expectations and ensure that is-
suers are on track to meet their goals and objectives.

For each engagement conducted by the Bank, we aim
to set or support defined objectives, and track progress
against these objectives.

ENGAGEMENTTHEMES/ANGLES COMPANIES EXTERNAL FUND
MANAGERS
Climate - Low Carbon Transition 15 10
Governance - Long Term Performance Culture 8
Food and health - Tobacco Production 4
Weapons - Military contracting weapons 1

Business Ethics Incidents

Food and health - Pesticides

In 2024, our engagement efforts were mostly driven by
low-carbon transition and governance considerations.
This reflects our strong conviction that climate resilience
and governance are highly material for companies and
applying best practices in these areas is key to drive long-
term value creation.

OUR COMMITMENTTO CLIMATE STEWARDSHIP

Engagement can be effective in encouraging change,
like the transition low-carbon practices. In addition to
positive environmental and social impacts, transitioning
to more sustainable business practices can translate into
financial returns. As companies respond to calls to re-
duce their exposure to climate-related physical and tran-
sition risks, their stock and bond issuances can gain val-
ue, potentially translating to capital gains for investors.
Over time, as corporations’ exposure to climate risks
(both physical and transition) are reduced, investors will
require lower compensation for holding climate-aligned
firms in their portfolios. Through a systematic evalua-
tion of a company’s climate change practices and perfor-
mance, investors can engage meaningfully with the firms
they invest in.

At Pictet, we have numerous engagement goals relat-
ed to Climate. They include encouraging companies to
set science-based emissions reduction targets, incorpo-
rate climate change considerations into business and risk
management strategies, setting governance frameworks
to manage responses to the financial risks and opportu-
nities of climate change, and improving climate
change-related disclosures.

17
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In 2024, we witnessed the exits of several US finan-
cial institutions from climate-related investor initiatives.
We believe these are largely driven by the politicisation
of climate change in the US, where fossil fuel lobbying
exerts significant influence on policymakers.

Pictet remains steadfast in our climate engagement
efforts. Collaborative initiatives like CA100+ and Ceres
Valuing Water Finance Initiative enables us to reduce in-
vestment risk exposure through joint engagement efforts
with other investors.

In 2024, we developed several engagements on cli-
mate-related topics to assess and support companies’
energy-transition ambitions. The majority of our 27
direct engagements with companies where related to the
topic, as were all our engagements with external fund
manager engagements.

Our in-house climate scorecard, built on well-recog-
nised market standards, helps us identify companies’
areas for improvement and target specific points where
we believe material exposure lies. This illustrates how we
assess a company’s climate strategy and identify gaps we
want to focus on during our engagement dialogues. Here
below a table summarize how we approach analysis of
Climate risks for corporates:

18



RISK EXPOSURE
(sector /company)

RISK MANAGEMENT
(company)

Risk reported Typology

Governance  Board oversight

by company 5 clihood

Senior management incentives

Magnitude

Decarbonisation targets

Time horizon

Risk Influence on strategy

Primary financial impact

management

Scenario analysis
and strategy

GHG emissions intensity

Influence on financial planning

Exposure to high-risk activities

Use of internal carbon piece

1. Fossil Fuel company Engagements

Our strong preference for engagement over exclusion
is driven by a belief that active dialogue with companies,
including those in the fossil fuel sector, is more
effective in driving positive outcome than giving up our
influence through disinvestment or exclusion. By engag-
ing, we can also seek to influence similar transformative
approaches used in private equity, in which as General
Partners, investors can create value in transforming a
company’s operations.

In 2024 our engagement with fossil-fuel companies
included refining expectations and objectives around cli-
mate target setting, given that Science Based Targets
(sBTi) does not provide a transition framework for the
sector. We established company-specific objectives on
topics like methane emissions, say on Climate, remuner-
ation linked to decarbonisation, use of carbon offsets
and coal exit timelines. We believe this is a key moment
for investors to engage with these companies as many are
undergoing strategic changes.

With one mining company, our engagement centred
on its commitment to phasing down thermal coal assets
and avoiding reliance on carbon offsets for emissions
reductions. Despite the company's aim for net-zero emis-
sions by 2050, it lacked a scientifically validated reduction
target. Our focus was on understanding how the compa-
ny plans to responsibly phase down thermal coal assets
and reach net zero without using carbon credits. Our en-
gagement timeline started with initial communication in
July 2023, dialogue through email exchanges in October
2023 and direct discussions with company representa-
tives in autumn 2024, following the release of the miner’s
revised climate strategy. While we have concerns regard-
ing the alignment of the company's strategy with best
decarbonisation standards, we believe we have a role in
tracking its progress and holding it accountable to its
commitments over time.

One engagement with an oil & gas company focused
on its “Say on Climate” vote. Despite the company’s ro-
bust governance and decarbonisation targets, recent

19



strategy revisions have created uncertainties regarding
specific climate-related targets. The company has scaled
back some of its earlier commitments to reduce oil and
gas production, raising concerns about its long-term
climate goals. We emphasised the importance of compre-
hensive scenario analysis and reinstating a “Say on
Climate” mechanism at their annual meeting. Our en-
gagement began in May 2024, with updates from CA100+
in December 2024, and we plan to continue regular en-
gagements to ensure its alignment with its climate goals.

Our strong preference for engagement
over exclusion is driven by a
belief that active dialogue with companies
is more effective in driving positive
outcome than giving up our influence
through disinvestment or exclusion.

Another engagement with a fossil-fuel company fo-
cused on disclosure related to carbon offsets and the gov-
ernance of climate-related issues. The company’s climate
strategy, while advanced, has raised concerns due to
recent revisions. With company representatives, we
addressed the exclusion of Scope 3 emissions from its
remuneration scheme and its significant reliance on
carbon offsets. While offsets can play a role in mitigat-
ing emissions, over-reliance on them can detract from
the imperative to reduce absolute emissions. We empha-
sised the need for greater transparency regarding the
quality and verification of these offsets, especially given
recent controversies for this specific company. Our en-
gagement timeline includes initial communication and
the first meeting in September 2024, with ongoing moni-
toring and review during the voting period in 2025.

Our engagement with another oil and gas producer
focused on its methane reduction targets. While the
company is recognised for its comprehensive energy
transition strategy and transparent decarbonisation tar-
gets, we felt it could do more to reduce these emissions.
Our engagement began in June 2023, with ongoing dis-
cussions in 2024, and notable improvements announced
in February 2025. Indeed, In February 2025, the company
announced that it had exceeded its methane emissions
reduction targets and set a new target for 2025. We will
continue our engagement with the company regarding
its climate strategy to ensure it delivers on its plan.
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In summary, our engagements with fossil fuel compa-
nies illustrate our active involvement in various areas, in-
cluding coal asset phase-down, “Say on Climate” initia-
tives, carbon offset disclosures, and methane emissions
reduction. Through consistent communication, voting
actions, and collaborative efforts, we strive to hold these
companies accountable and drive meaningful progress
towards their climate goals. We undertake these engage-
ments because we recognise that these companies face in-
creasing risks that could hamper long-term value creation.

2. Other Climate-related Engagements :

Given its systemic nature, climate risk exposure goes
beyond the fossil fuel sector to touch every industry in
our global economy.

We engaged with a leader in global exchanges and
clearinghouses that has made commendable efforts in
addressing climate change. However, we believe further
enhancements in its climate strategy could create sub-
stantial benefits for both the environment and share-
holders, as the company could strengthen its position to
navigate the clean energy transition. Our engagement
has focused on three key areas: adopting Science-Based
Targets (SBTi), implementing internal carbon pricing,
and linking executive remuneration to climate goals.

The company has committed to various climate initia-
tives but has not yet aligned its targets with the Science
Based Targets initiative (SBT1). Adopting SBTi would
provide a more rigorous and credible framework for its
climate goals. Additionally, the company has yet to fully
integrate an internal carbon pricing mechanism into its
decision-making processes. Establishing an internal car-
bon price to guide investment and operational decisions
would help evaluate and prioritise projects based on
their carbon intensity, thereby reducing transition risks
and strengthening its business line related to trading of
carbon certificates. This would also relate to how they
see their offerings evolving within the energy space. Fur-
thermore, the company has not yet linked executive re-
muneration to climate performance. Aligning manage-

Climate risk exposure goes beyond
the fossil fuel sector to touch
every industry in our global economy.
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ment incentives with long-term sustainability goals
ensures leadership is accountable for delivering on cli-
mate commitments and driving meaningful progress.
We had a call with the company representatives in
Q4 2024, and they were receptive to our proposals. We
will follow the development of the company’s strategy
to make sure it is in line with our recommendations.

3. External funds climate related engagements :

Engaging with third-party fund managers has its
own particular nuance, given it typically involves engag-
ing with our industry peers, which can support broader
financial systems change to a more sustainable model.
In 2024, we improved our assessment and engagement
strategies with third-party fund managers in the context
of the selection of responsible investment funds. A spe-
cific engagement framework was developed in order to
better assess fund managers’ climate risk management
and development plans. This initiative enabled us to en-
gage with 10 fund managers to assess and support im-
provement on the way they integrate climate considera-
tions within their investment process.

Engaging with external fund managers on their cli-
mate strategies is crucial for Pictet Wealth Management
to ensure the long-term sustainability and resilience of
our clients’ portfolios. By engaging with fund managers,
we ensure they integrate climate risks and opportunities
into their decisions, protecting our clients’ investments
from transition risks and extreme weather events related
loss. As we believe systemic climate risks cannot be
hedged or easily diversified away, engaging with fund
managers helps to ensure that these risks are compre-
hensively addressed, supporting the resilience of our in-
vestment strategy.

While this process is rather new for us, we are
convinced that engaging with external fund managers
is key to ensuring climate-risk best practices are adopted
across our industry and that our clients’ assets are
protected against the present and longer term climate-
related risks.
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Conclusion

In 2024, our Active Ownership activities have been driven
by our continuous effort to align our approach to the future
with humility, striving to create lasting value for all stakehold-
ers and contribute to a more sustainable world, always with
our long-term perspective.

Our efforts in climate stewardship have focused on sup-
porting initiatives that promote proper integration of Climate
risks at corporate and fund manager level as well as disclosure
around these topics. We have the conviction that in times
where Climate related initiative within the financial sector are
challenged, we need to remains steadfast in our climate active
ownership efforts.

Corporate governance remains crucial for us in order to
foster transparency and accountability. In uncertain times,
strong governance practices have helped organizations navi-
gate challenges, and we are committed to supporting ethical
decision-making that ensures resilience over the long term.

Looking ahead, we are eager to explore nature stewardship,
emphasizing the value of biodiversity and ecosystems. By inte-
grating nature-based solutions into investment strategies, we
hope to contribute to a future where nature plays a central
role in sustainable growth, guided by our long-term vision.

23



Glossary of risks:
Available on this link or QR Code:
pictet.com/macroeconomic-risks

Glossary of terms:
Available on this link or QR Code:

pictet.com/glossary-of-terms

Index and data provider
disclaimers: Any index data referenced
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Legal disclaimer:
This marketing communication
(hereinafter the “Document”) may only
be read and/or used by its addressee. It
is not intended for and must neither be
provided to nor used by persons that are
citizens of, domiciled or resident in, or
entities registered in a country or a
jurisdiction in which its distribution,
publication, provision or use would
violate current laws and regulations. It
does not constitute advice, an offer, an
invitation to offer or solicitation to buy,
sell or subscribe to any securities,
commodities, derivatives, or other finan-
cial instruments (collectively referred to
as “Investment(s)”) or to enter into any
legal relations or agreement, nor does it
constitute an advice or recommendation
with respect to any Investment(s). The
Instrument(s) mentioned in this
Document might not be registered with
or approved by the relevant regulatory
authority. Public distribution may
therefore not be permitted, and private
placements may be restricted to specific
types of investors. Detailed selling
restrictions of the relevant Invest-
ment(s) may apply and need to be
considered. This Document does not set

forth a personal recommendation
tailored to the needs, knowledge and
experience, sustainability preferences,
if any, objectives, and financial situation
of any individual or company. This
Document and/or the Investment(s)
mentioned herein might not be suitable
for the addressee and should not be
considered as a suitability report as the
bank has not received all the necessary
information on the addressee to
complete its suitability assessment that
covers the addressee’s knowledge and
experience, tolerance to risk,
sustainability preferences, if any,
investment needs and the addressee’s
ability to absorb financial risk. The bank
may have issued or distributed other
reports or documents that are
inconsistent with and reach different
conclusion from, and may act
inconsistently with, the information and/
or opinions presented in this Document,
and the bank may have material
interests that conflict with the interests
of the addressee of this Document.
Investor should seek independent
financial advice regarding the
appropriateness of investing in any
Investment(s) or adopting any
strategies discussed in this Document.
Should the investor decide to proceed
with any transaction in relation to an
Investment(s) referred to herein, this
will be their sole responsibility, and the
suitability /appropriateness of the
transaction and other specific financial
risks as well as any legal, regulatory,
credit, tax and accounting consequenc-
es should be assessed by an expert.
Furthermore, the bank makes no
representations and gives no advice
concerning the appropriate accounting
treatment or possible tax consequences
of any Investment(s). The information,
tools and material presented in this
Document are provided for information
purposes only and were obtained in
good faith from sources believed to be
reliable. Such information may change
without notice. The bank cannot be held
liable for any fluctuation of the price of
the securities. Prices, values, or returns
of any Investment(s) mentioned in this
Document are based on the bank’s
customary sources of financial data. The
bank is under no obligation to update
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the information contained in this
Document and no representation or
warranty, express or implied, is made as
to its accuracy or completeness.
Accordingly, the bank accepts no
liability for loss arising from the use of
or reliance on this Document presented
for information purposes only. The
market value of Investment(s) may fall
or rise without notice, on the basis of
economic, financial or political changes,
the remaining term to maturity, market
conditions, the volatility and solvency of
the issuer or the benchmark issuer.
Some Investment(s) may not be readily
realisable as the relevant market may
be illiquid. Moreover, exchange rates
may have a positive or negative effect on
the value, the price or the return of the
respective Investment(s) mentioned in
this Document. The political and
economic situation in emerging
countries is significantly less stable
than in industrialised countries and
related Investment(s) are exposed to
higher risks and volatility. Forecasts and
past performance are not reliable
indicators or guarantees of future
results. No representation or warranty
expressed or implied in this Document
is made by the bank regarding future
performances. Accordingly, the investor
must be willing and able to assume all
risks and may receive back less than
originally invested. Any performance
shown does not take into account
commissions and costs (which negative-
ly impact the performance). The investor
must only make investment decisions
when they fully understand the relevant
Investment(s) and the involved risks. In
particular, the relevant Investment(s)
documentation (such as the issuance
program, final terms, prospectus,
simplified prospectus, private
placement memorandum and key
(investor) information document) must
be read. Structured products are
complex financial products and involve
a high degree of risk. The value of
structured products depends not only
on the performance of the underlying
asset(s), but also on the credit rating of
the issuer. Furthermore, the investor is
exposed to the risk of default of the
issuer/guarantor. If this Document
contains a link to Investment(s)

documentation including a Swiss Key
Information Document or a Key
Information Document of a Package
Retail and Insurance-based Investment
Products (“KIDs"), please note that the
respective Investment(s) documentation
may change without notice. In order to
access the most recent version of the
respective KID/other Investment(s)
document, the investor must click on
the link immediately before confirming
to the bank their decision to invest. If
the investor has not been provided with
a link to access the relevant document,
orif they are in any doubt as to what the
latest version of the respective KID/other
Investment(s) document is, or where it
can be found, they can ask their usual
bank contact. If the bank is not the
manufacturer of the Investment(s), the
KID/other documents is/are provided by
a third party (the “Third Party
Document”). The Third-Party Document
is obtained from sources believed to be
reliable. The bank does not make any
guaranty or warranty as to the
correctness and accuracy of the data
contained in the Third-Party Document.
The bank may not be held liable for an
investment decision or other transaction
made based on reliance on, or use of,
the data contained in the Third-Party
Document. Should the investor
subscribe to the Investment(s)
marketed herein, they acknowledges
that they have (i) received, in good time,
read and understood any relevant
documentation linked to the
Investment(s), including, as the case
may be, the respective KID/other
documents; (ii) taken note of the
Investment(s) restrictions; and (iii) met
the applicable subjective and objective
eligibility conditions to invest in the
Investment(s). The bank may, if
necessary, rely on these acknowledge-
ments and receive the investor’s orders,
to transmit them to another
professional, to execute them and sign,
on the investor’s behalf, any documents
or certificates needed to subscribe to
the Investment(s), according to the
relevant clauses of the investor’s
mandate as well as the General
Conditions or Terms and Conditions of
the bank. Further, by subscribing to the
Investment(s), the investor agrees to
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indemnify and hold harmless the bank
for any and all claims, losses and
damages they may incur in connection
with their Investment(s). Any form of
reproduction, copying, disclosure,
modification and/or publication of this
Document in any form or by any means
whatsoever is not permitted without the
prior written consent of the bank and no
liability whatsoever will be incurred by
the bank. The addressee of this
Document agrees to comply with the
applicable laws and regulations in the
jurisdictions where they use the
information provided in this Document.
All right reserved. Copyright 2025
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is not directed to, or intended for distri-
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that are not accredited investors, expert
investors or institutional investors as
defined in section 4A of the Securities
and Futures Act 2001 of Singapore
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bank branch regulated by the Monetary
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an exempt financial adviser under the
Financial Advisers Act 2001 of Singa-
pore and an exempt capital markets
licence holder under the SFA.
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