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1. 
Security as an investment theme? Why? 
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FROM MEGATRENDS TO INTERSECTIONS POINTS – SECURITY THEME  

Themes sit at the interception of different megatrends which creates focused investment opportunities.  
An investment theme integrates a group of companies that create value, driven by their common exposure 
to megatrends.  
 

Network Economy 

Sustainability 

Knowledge & Production Society 

Demographic Development 

Focus on Health 

Immaterialization Polarization 

Democratization 

Acceleration & Complexity 

Globalization 

Commercialization 

Individualization Technology Development 

Economic Growth 

Security 

Source: Copenhagen Institute for Futures Studies, CIFS 
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SECURITY AS AN INVESTMENT THEME  

Demographic Development 

Globalization 

Doubling of Urbanisation by 2050 

will require massive infrastructure 

investment, driving deployment 

of security solutions (guarding, 

CCTV camera, access control 

technologies…). 

 

Increased circulation of people, 

goods and services  around the 

world is creating new safety 

challenges (various trafficking, 

terrorism, cyber attacks, health 

outbreak). 

Security Opportunity 

Tech Innovations (cloud, 

mobility, mobile payment, 

virtual networks) requires 

more security propositions.  

Technology Development 

Economic Growth 

Demand for security is growing faster 

than WW GDP (2x or 3x GDP). 

Polarization 

Growing gap between the top and 

bottom segments of a given 

demographic, such as : political 

polarization, economic inequality, 

migration, with potential consequences 

such as social unrest or political 

upheaval. 

Source: CIFS 

http://www.google.ch/url?sa=i&rct=j&q=gdp+growth&source=images&cd=&cad=rja&docid=5IDA503ExtuueM&tbnid=kyqSF327JHRZ8M:&ved=0CAUQjRw&url=http://innovation.blogactiv.eu/2012/05/10/europe-needs-a-real-growth-agenda/&ei=KZEsUcnIHcmdtQbUuoDoAQ&bvm=bv.42965579,d.ZG4&psig=AFQjCNHDvQ16TTkem__5hRpjxrMFrGmDhQ&ust=1361961631924091
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WE ARE ALL «DAILY CONSUMERS» OF SAFETY SOLUTIONS  

Morning Noon Night 

Activate the 

Alarm System 

to sleep safely 

Gas for heating 

and shower 

water provided 

by secured 

utilities  

Use of passive and 

active safety 

solutions in cars 

and public 

transportation 

At the airport,  

safety is ensured 

by both agents 

and systems 
A healthy meal 

thanks to food 

testing and 

traceability 

Shopping done via 

electronic payment 

E-mail exchanges 

and web browsing 

on your smartphone 

/ tablet done via 

secured networks 

Download of the 

day’s pics on your 

PC and availability 

anywhere through 

the cloud 

Bisphenol 

free «tested» 

baby bottle  

http://www.google.ch/url?sa=i&rct=j&q=cloud+computing&source=images&cd=&cad=rja&docid=kBoDeqhgKhsQGM&tbnid=lH7qqs_l1jpmCM:&ved=0CAUQjRw&url=http://www.directinfoservice.com/en/cloud-computing/&ei=DuEsUZGJHM3KsgbX8YGgBA&bvm=bv.42965579,d.Yms&psig=AFQjCNFUvwz_tLz7uhRxCMf6xn54XNXdvw&ust=1361982071365987
http://www.google.ch/url?sa=i&rct=j&q=infrastructure&source=images&cd=&cad=rja&docid=FA_Q5FryxjtZIM&tbnid=8xjABTHg1onVdM:&ved=0CAUQjRw&url=http://buildipedia.com/aec-pros/public-infrastructure/us-roads-infrastructure-safety-congestion-and-road-condition&ei=8t4sUcTwAtGFhQefzoHADw&bvm=bv.42965579,d.Yms&psig=AFQjCNFimZGGq42ZNRsvauZTvJsTBy-OBQ&ust=1361981511651419
http://www.google.ch/url?sa=i&rct=j&q=alarm+system&source=images&cd=&cad=rja&docid=kS6J5p_HKGyuYM&tbnid=fyY4uDOP-SOMMM:&ved=0CAUQjRw&url=http://www.mtp-usa.com/category-s/363.htm&ei=R98sUYvfM9S3hAfVsYC4AQ&bvm=bv.42965579,d.Yms&psig=AFQjCNG17wvwKm4JBKAchLRLkdS6wIyqUQ&ust=1361981613445509
http://www.google.ch/url?sa=i&rct=j&q=car+passive+safety&source=images&cd=&cad=rja&docid=63AIU5FKcd8CtM&tbnid=BnVCjKiJCZfk5M:&ved=0CAUQjRw&url=http://machinedesign.com/article/coming-cars-smarter-than-their-drivers-0902&ei=kN8sUaaOHcXQhAf1qYEY&bvm=bv.42965579,d.Yms&psig=AFQjCNFZPNuVulKDni2QlnSS5Ndi7iCSwg&ust=1361981699433676
http://www.google.ch/url?sa=i&rct=j&q=electronic+payment&source=images&cd=&cad=rja&docid=Ian8U6qTfKsKwM&tbnid=593nxVj_q1TysM:&ved=0CAUQjRw&url=http://www.africatelecomit.com/government-electronic-payments-reduce-costs-by-75/&ei=CuAsUZeAF4S3hQfkvoCgDg&bvm=bv.42965579,d.Yms&psig=AFQjCNHfHP7adfczDlbfU1_BVhTY0_O2RA&ust=1361981823393331
http://www.google.ch/url?sa=i&rct=j&q=food+testing&source=images&cd=&cad=rja&docid=guQR06dS2tXvsM&tbnid=3FQx0WZNhbIPeM:&ved=0CAUQjRw&url=http://www.orientalmedicine.co.uk/food-intolerance-testing/&ei=bOAsUfaQA8aZtAb49YAQ&bvm=bv.42965579,d.Yms&psig=AFQjCNHeaM9DHkNMpuszpmuRsyINCqH68w&ust=1361981896141239
http://www.google.ch/url?sa=i&rct=j&q=network+security&source=images&cd=&cad=rja&docid=_Z22PAo2gFrAzM&tbnid=hXiWzwyEGfoHyM:&ved=0CAUQjRw&url=http://www.plixer.com/blog/scrutinizer/network-security-issues-detectable-using-netflow/&ei=wuAsUbLWLMKotAb38YDoAQ&bvm=bv.42965579,d.Yms&psig=AFQjCNH2xMzto5xczbR4whj89wHizPECGg&ust=1361981990069815
http://www.google.ch/url?sa=i&rct=j&q=biberon&source=images&cd=&cad=rja&docid=Q1Tpk5AMB9E8GM&tbnid=rudxTnFzGUS2nM:&ved=0CAUQjRw&url=http://www.futura-sciences.com/fr/question-reponse/t/bebe/d/quel-biberon-choisir-verre-plastique_1972/&ei=KpJaUfWKNcehO73EgcAK&bvm=bv.44442042,d.ZGU&psig=AFQjCNGI-_v8PnU_FUoTnVJrMado2YRnlA&ust=1364976513105612
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Enabling a safer world: which opportunities? 
2. 
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LONG-TERM FAVOURABLE DRIVERS IN SECURITY  

Evolution of risks and threats support long-term trends 

1 Innovation 
(Technology Development) 

new technologies open new IoT security needs 
(cloud computing - safety of personal data - electronic payments - 

advanced driver assistance systems (ADAS)) 

2 
Urbanization 
(Demographic Development, 

Economic Growth, Polarization) 

EM opportunities : faster trend of urbanization, social differences 
exacerbating security needs 
(mass transit, critical infrastructures and major public events are 

increasingly secured) 

3 Regulation 
(Globalization) 

security is benefiting from strengthening regulation across the 
board (which favors testing, analysis, and inspection needs) 
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1. INNOVATION -  INCREASINGLY CONNECTED DEVICES AND CYBER -THREATS  

The IoT represents the next big computing cycles. Over the next 6 

years, the number of connected devices will triple 
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… And it is getting more costly for enterprises 

Exponential number of connected devices … 

Source: IBM Institute for Business Value, “Device democracy”,  September 2014 

… meaning more possibilities for data breaches  

Source: PwC Global State of Information Security Survey  2015  & 2016 
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IT  SECURITY –  PALO ALTO NETWORKS 

Cybersecurity 

Company profile 

Provides network security solutions 

The company offers firewalls that identify and control applications, scan content to 

stop threats, prevent data leakage, integrated application, user, and content 

visibility 

INDUSTRY DYNAMICS BUSINESS FRANCHISE & STRATEGY  FINANCIAL ANALYSIS VALUATION 

› A growing number of malicious 

threats coupled with ramping user 

demand for mobile devises, cloud-

based apps and IoT have driven a 

growing priority of cybersecurity 

› Cybersecurity market should continue 

to outpace growth in IT spend 

› Broader platform providers will likely 

be winners as they roll up best of 

breed technology, offering a broader 

set of products and services 

 

› Market share to be less than 10% now, 

and could reach roughly 25% by 2025 

as corporations continues to migrate 

their network security over the next-

generation firewalls 

› First company to establish itself as a 

security platform vendor (WildFire, 

Traps, Firewall) 

› Endpoint security provides another leg 

of growth 

› 20%+ sustainable long-term revenue 

growth 

› Generating increasing operating 

leverage that is expanding operating 

margins and throwing off an ever 

increasing level of FCF 

› Deferred revenue benefit from the 

growing subscription base produces 

free cash flow margins 

 

 

› P/S (NTM): 5.9x 

› PER (NTM): 33.8x 

› PEG: 1.1x 

Share price 

Source: Pictet Asset Management, FactSet  and Bloomberg 30/04/2017 



11 Pictet-Security Enabling a safer world 

For professional investors only 

Pictet Asset Management 

2. URBANIZATION HAS A MASSIVE IMPACT ON SECURITY NEEDS  

Costs of insecurity are too important to bear 

 

By 2050, 66% of the world’s population is 

projected to be urban, megacities will 

require massive investments to secure 

infrastructure (mass transit, airports, power 

plants…) 

 

 

 

 

Developing economies security market 

growths will be around 9%, more than 2x 

those in developed markets 

 

Urban and rural population of the world, 1950-2050 

Security market estimated annual growth CAGR 2016 to 2021 by region* 

*Freedonia 2013, G4S,  Guarding, & monitoring , market does not include Facility  Management, Immigration, other outsourcing 

Sources: United Nations, Department of Economic and Social Affairs, Population Division: World Urbanization Prospects, the 2014 Revision, 2014  

0% 2% 4% 6% 8% 10% 12% 

EASTERN EUROPE 

ASIA PACIFIC 

AFRICA/MIDDLE EAST 

LATIN AMERICA 

NORTH AMERICA 

WESTERN EUROPE 
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PHYSICAL SECURITY -  ASSA ABLOY  

Self help initiative with the manufacturing footprint, value-enhancing acquisitions strategy 

 
Company profile 

World's leading manufacturer and supplier of access control solutions, entrance 

automation and identification technology.  

More than 10% of the world market and more than 100 companies operating in 40 

countries 

INDUSTRY DYNAMICS BUSINESS FRANCHISE & STRATEGY  FINANCIAL ANALYSIS VALUATION 

› Potential for a recovery in key 

mature markets 

› Transition from mechanical to 

electro-mechanical locks 

› Convergence of access control 

systems and energy efficiency 

› Emerging market focus on 

urbanization 

› Leader in access control and 

automatic door solutions 

› Restructuring potential and SG&A 

reduction 

› Highly acquisitive and strong 

integration track record 

› Resilience of top line with large 

aftermarket exposure 

› Self help story with potential for 

operating margin leverage 

› PER (NTM): 21.9x 

› PEG (NTM): 2.3x 

Share price 

Source: Pictet Asset Management, FactSet  and Bloomberg 30/04/2017 
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3.REGULATION – TESTING, INSPECTION & CERTIFICATION INDUSTRY (TIC)  

› Highly fragmented industry 

› Low level of outsourcing penetration 

› High EM growth opportunity 

TIC : an immature 
industry 

› Regulation 

› Technological innovation 

› Globalisation 

Strong structural 
growth drivers 

› Quality of service 

› Reputational risk 

High barriers to 
entry 

› Need for more integrated solutions 

› Consolidation 
M&A opportunities 

Source: Goldman Sachs Research, Jefferies 
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SECURITY SERVICES -  EUROFINS SCIENTIFIC 

Regulation strength 

Company profile 

Global leader in bioanalytical testing in the food, environment and pharmaceutical 

sectors 

Network of more than 190 laboratories in 36 countries 

INDUSTRY DYNAMICS BUSINESS FRANCHISE & STRATEGY  FINANCIAL ANALYSIS VALUATION 

› Solid structural drivers: 

– strengthening regulation 

– increase in global trades 

– increase food testing in 

response to scandals            

› Fragmented industry with strong 

consolidation potential 

› Massive investment in laboratory 

network  

› Strengthen and expand market 

leadership in food, environment and 

pharmaceutical testing 

› M&A activity should fuel growth 

› Organic revenue growth of 5% 

› Operational efficiency program should 

drive higher margins 

› Strong financial position 

› EPS growth expected: 15% 

› PER (NTM): 30.1x 

› PEG (NTM): 2.4x 

Share price 

Source: Pictet Asset Management, FactSet  and Bloomberg 30/04/2017 
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4. MAJOR M&A TRANSACTIONS  

Source: Bloomberg 

Wincor Nixdorf ( IT Security)   

The company entered into a business combination agreement with Diebold. The transaction 

value Wincor Nixdorf at EUR 1.7bn or EUR 38.98 per share in cash plus 0.434 Diebold shares. 

Combined companies will have a focus on growing services and software and target to deliver 

about USD160m of cost synergies. At the time of announcement, the premium paid was around 

41% with an EV/EBITDA of 11.6x. 

Reason:      

Consolidation 

ADT Corp. (Security Services)   

The company agreed to be acquired by Apollo Global Management for a total consideration of 

12.3bn or $42/share in cash, a 50% premium on the previous day closing. The deal is expected 

to create futures growth of the business through the combination of Protection 1. Multiple 

associated with the transaction on are 7.0x EV/EBITDA or 3.4x sales. 

Reason:      

Financial 

Tyco International (Physical Security)   

Tyco and Johnson Controls agreed to merge into a company (Johnson Controls) domiciled in 

Ireland, for a total revenue base of 32bn. Tyco shareholder will own 44% of the combined 

company. This is a tax inversion deal that will create shareholder value through annual synergies 

of USD150m. The exchange ratio of the merger represents a 11% premium on the last closing.  

Reason:      

Financial 

Consolidation 

Mobileye (Physical Security)   

Intel offered USD 15.3bn to acquire Mobileye, the world leading developer of software 

algorithms for camera based ADAS (advanced driver assistance systems), allowing pattern, 

motion and object recognition. The combination of the two companies is creating a leader in 

autonomous driving. Intel is offering a 34% premium on Mobileye previous day close. The deal 

is expected to close within the next nine months after the announcement. 

Reason:      

Technology 
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WHY INVEST IN SECURITY?  

Pillar 2 

Security 

Strong financials 

Strong op margin 

High cash flow generation 

Solid balance sheet 

 

Thanks to  

High barriers to entry 

Premium pricing 

Pillar 1 

Well define LT drivers 

Innovation 

Urbanization 

Regulation 

 

Leading to strong 
revenue growth 

Sales CAGR 7-9%¹ 

Security is seen as «a must 

have» vs. «a nice to have» 

M&A opportunities 

Solutions integration 

Search for growth  

Technology transfer synergies 

and economy of scale 

Pillar 3 

¹ Source: Pictet Asset Management  estimate, December 2016 
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3. 
Investment process & portfolio construction 
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SECURITY DEFINED  

Providers of physical and IT based 

products & services help maintain the 

integrity, health, safety and protection of 

individuals, companies and governments 

 

 

Security  
Services 

 

IT Security 
Products 

Physical Security 
Products 

 

USD 
500+ 
billion 
market 

Universe is cleaned up of any companies with more than 5% sales tied to 

weapons and military contracting activities 

Broad investment themes, strong growth and low accessible stocks  

Source: BoAML, «Safer world primer – global safety & security», February 2014, excluding «oil & gas» and «defense», «military» related markets 
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INVESTMENT OPPORTUNITIES  

New applications and evolutions are driving growth 

› Airbags, night vision systems 

› CCTV and video surveillance camera 

› Helmets and protective lenses 

› Police and forensic tools and kits 

› Guard-services and person protection 

› Hazardous waste management 

› Recall management 

› Testing and controlling 

› Internet security 

› Biometry 

› Secured electronic payment 

› Surveillance & access control systems 

PHYSICAL SECURITY 
PRODUCTS 

SECURITY SERVICES 

IT SECURITY PRODUCTS 
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SECURITY INVESTMENT TEAM  

Periodic board to review 

industry developments 

 

Doron Bergerbest-Eilon 
President, CEO of ASERO 

Worldwide 

Jules Trocchi 
CEO of Security Direction 

International  

James Arroyo OBE 
Director of the Renowed 

Ditchley Foundation 

 

 

ADVISORY BOARD 

PICTET AM STRATEGY 
UNIT 

RISK MANAGEMENT 

Yves Kramer 
Senior Investment Manager 

 

Frédéric Dupraz, CFA 
Senior Investment Manager 

 

Alexandre Mouthon, CFA 
Senior Product Specialist 

 

 

 

 

 

 

 

 

 

Daily meetings and 

exchange of ideas via 

internal chat system 

 

 

 

 

 

PICTET AM EQUITY 
RESEARCH 
 
EMERGING MARKETS 
 
DEVELOPED MARKETS 
  
SMALL CAP TEAM 

Physical Security 
Frédéric Dupraz 

IT Security 
Yves Kramer 

Security Services 
Yves Kramer  

Frédéric Dupraz 
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PICTET-SECURITY INVESTMENT PROCESS  

 

IDENTIFICATION 
OF  
SECURITY  
UNIVERSE 

Database screening 
 
› Identification of 

companies with 

relevant theme-related 
activities 

› Qualitative screening of 
world equity database 

of 40’000 companies 

› One formal review of 

the investment universe 
each year    

 

c. 330 
companies 

c.$3.5tn market cap 

 

 

CREATION & 
MAINTENANCE  
OF INVESTABLE 
UNIVERSE  

Quantitative 
screening  
 
› >20% of security 

related sales, EBITDA, 
or Enterprise Value 

 

› SRI exclusion* 

c. 210 
companies 

c.$1.2tn market cap 

RISK 
MANAGEMENT 

Purity & portfolio  
construction 
factors  
 
› Screen & calibrate 

investable universe for 

purity, trading 
liquidity and share 

price  volatility  

c.210 
stocks  
 

ACTIVE  
MANAGEMENT 

Company factor & 
industry factor 
 
› Analyze  and score 

Business and 
Management 

franchise 

› Run valuation model 

(DCF, Holt) 

c.210 
stocks 
 

PICTET- 

SECURITY  

c.65 - 75 
holdings 

DETERMINATION OF 
INITIAL WEIGHTS 

ESTABLISHING  
PORTFOLIO WEIGHTS 

MANAGEMENT OF INVESTMENT PORTFOLIO  

Conviction portfolio 
 
High thematic purity 
 
Active management 
 
Sell discipline 
 

* Exclusion filter for activities related to:  weapons and military contracting, production, development, testing, and maintenance of nuclear power, human rights violation, child labour 
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INVESTMENT FOCUS  

IT Security 

Physical Security 

High growth, low accessibility 
› Fragmented industry structure 

› Difficult to access on single stock 

basis 

› Innovation business 

› Significant R&D expenditures 

 

Attractive growth & accessibility 
› Consolidation is happening to generate 

economies of scale 

› Starting to provide solutions instead of 

products  

› High sales & marketing  expenditures 

Security Services 

Low growth, high accessibility 
› Contains weapons for military 

purposes, private prisons, insurance, 

pharmaceuticals, biotechnology 

Small 
 Cap 

Mid Cap 

Mega Cap 

Target zone 

M
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t 
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Focus on high growth and low accessibility niches 
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4. 
Portfolio characteristics  



24 Pictet-Security Enabling a safer world 

For professional investors only 

Pictet Asset Management 

REVIEW OF PERFORMANCE  

The performance disclosed in this document is net of commissions charged to the Fund.  

The data does not take into account the subscription and redemption fees that can be charged by our intermediaries within the limits set forth in the prospectus of the Fund. 

Source: Lipper monthly data, created with MPI Stylus as of  30/04/2017 

YTD 1 M 3 M 6 M 1 Y  ANN. 3 Y ANN. 5 Y ANN. SINCE INCEPTION 

Pictet – Security P USD  10.53% 2.23% 5.75% 9.87% 10.04% 7.81% 9.47% 7.01% 

MSCI World NR USD  7.95% 1.48% 5.41% 12.12% 14.65% 5.68% 9.94% 4.84% 

From 31/10/2006 to 30/04/2017 
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Indexed Performance 

PICTET SECURITY P USD MSCI WORLD 
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REVIEW OF PERFORMANCE  

The performance disclosed in this document is net of commissions charged to the Fund.  

The data does not take into account the subscription and redemption fees that can be charged by our intermediaries within the limits set forth in the prospectus of the Fund. 

Source: Lipper monthly data, created with MPI Stylus as of 30/04/2017 

YTD 1 M 3 M 6 M 1 Y  ANN. 3 Y ANN. 5 Y ANN. SINCE INCEPTION 

Pictet – Security I USD  10.81% 2.29% 5.96% 10.30% 10.92% 8.68% 10.35% 7.89% 

MSCI World NR USD  7.95% 1.48% 5.41% 12.12% 14.65% 5.68% 9.94% 4.84% 

From 31/10/2006 to 30/04/2017 
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Indexed Performance 

PICTET SECURITY I USD MSCI WORLD 
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RISK/RETURN PROFILE    

Source: Pictet Asset Management, Bloomberg, “MSCI World Index USD” and MSCI World sector Index in USD” as of 30/04/2017, Price indices 
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TOP TEN HOLDINGS 

Source: Pictet Asset Management, Bloomberg, as of 30/04/2017 

Fidelity National Info Serv US 4.2% $ 27.7 40% Security Services
Payment services provider. Credit and debit card processing, check risk 
management

Thermo Fisher Scientific Inc US 3.9% $ 65.1 60%
Physical Security 

Products
Analytical instruments for environmental, industrial & safety ans specialty 
diagnostics

Equinix Inc US 3.8% $ 29.9 30% Security Services
Cloud infrastructure and disaster recovery. Interconnections, data centers 
and protect identity

3M Co US 3.4% $ 116.9 40%
Physical Security 

Products
Safety products for personal protection and workplace safety, 
identifications systems

Valeo Sa FR 3.2% $ 17.1 35%
Physical Security 

Products
Automotive supplier for performance and safety improvement

Global Payments Inc US 3.1% $ 12.7 40% Security Services
Payment services provider. Credit and debit card processing, check risk 
management

Fiserv Inc US 3.1% $ 25.7 40% Security Services
Payment services provider. Credit and debit card processing, check risk 
management

Allegion Plc IR 3.0% $ 7.5 90%
Physical Security 

Products
Security locks and access control systems

  Vantiv Inc - Cl A US 2.8% $ 12.2 50% Security Services
Integrated payment processor. Enables merchants of all sizes to accept 
and process credit, debit, and prepaid payments

Equifax Inc US 2.6% $ 16.3 30% Security Services
Information management, suite of online tools to help control credit and 
protect identity

Products and Services DescriptionReporting Segment
Market cap 

($bn)
Logo Company Domicile

Portfolio 
Weight

Purity
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BROADLY DIVERSIFIED PORTFOLIO  

Technicals  

Number of positions  72 positions  

Mid-small cap bias USD 7.9bn median market cap 

High thematic focus  53.2% purity score* 

* Purity score: % related to security (financial metrics) 

Geographic breakdown - Supply view1  Geographic breakdown - Demand view  Sector breakdown  

Market capitalization breakdown 

1 Country of domicile 

Source: Pictet Asset Management, Bloomberg, as of 30/04/2017 

68% 

25% 

3% 3% 
1% 

NORTH AMERICA 

EUROPE 

EMERGING MARKETS 

DEVELOPED ASIA/PACIFIC 

CASH 

51% 

27% 

14% 

7% 1% 

NORTH AMERICA 

EUROPE 

EMERGING MARKETS 

DEVELOPED ASIA/PACIFIC 

CASH 

35% 

42% 

22% 

1% 

PHYSICAL SECURITY PRODUCTS 

SECURITY SERVICES 

IT SECURITY PRODUCTS 

CASH 

57% 

41% 

1% 1% 

LARGE CAP > USD 10 BILLION 

MID CAP USD 10 - 2 BILLION 

SMALL CAP < USD 2 BILLION 

CASH 
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5. 
Outlook & conclusion  
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MARKET OPPORTUNITIES 

Some Transversal Opportunities 

 

PHYSICAL 
SECURITY PRODUCTS 

SECURITY SERVICES 

IT SECURITY PRODUCTS 

CLOUD 
COMPUTING & 
CYBER 
SECURITY 

SECURE 
ELECTRONIC 
PAYMENT 

ENVIRON-
MENTAL AND 
FOOD SAFETY 

OCCUPATIONAL 
SAFETY 

Internet security 

Data security 

 

Food safety 

instruments 

Transportation 

 

Personal safety 

Payment 

processing  
Environmental 

and Food 

Testing, 

Inspection 

Site Protection  

 

Electr. Terminal  

 

Chips 

INFRA- 
STRUCTURE 
SAFETY 

Access control  

EPS CAGR 5y ~15%+ 

EPS CAGR 5y ~10%+ 

EPS CAGR 5y ~5%+ 

RESIDENTIAL & 
NON 
RESIDENTIAL 
CONSTRUCTION 

Infrastructure 

safety  

Fund Exposure c. 19% c. 18% c. 12% c. 11% c. 6% c. 12% 

Disaster 

recovery  

Source: Pictet Asset Management, as of 30/04/2017 
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1,00 

1,20 

1,40 

1,60 

1,80 

2,00 

GDP SECURITY UNIVERSE TOTAL SALES 

CAGR 6.7% 

CAGR 3.7% 

Security universe total sales, GDP real rebased, Jan 2006 

STRONG EARNINGS AND MARGINS POTENTIAL  

We estimate that with the large restructurings during the last crisis 

and better cost discipline, a large majority of companies in the 

universe can expand margin above prior peaks  

*GDP: OECD data G20 GDP – Constant Prices, Growth Rate Same Period Previous Year Seasonality adjusted % - World 

Source: FactSet in USD, based on our c210 Security universe, as of 30/04/2017 

Security sales will continue to grow much faster than GDP*… … which will drive further margin upside  

0,00 

2,00 

4,00 

6,00 

8,00 

10,00 

12,00 

14,00 

16,00 

18,00 

Security universe EBIT margin [%] 
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ATTRACTIVE VALUATION LEVELS  

Current PE FY1 at 19.4x, above historical average at 16.0x (LS) 

Current relative PE FY1 vs. MSCI World at 1.18x, in line with historical average at 1.17x (RS) 

*Source: FactSet in USD,  

based on the universe of c210 securities, as of 30/04/2017 

Valuation for Pictet - Security universe* vs. MSCI World since 2006 Security segments*, current vs. average 

0X 

5X 

10X 

15X 

20X 

25X 

IT SECURITY 

PRODUCTS 

SECURITY SERVICES PHYSICAL SECURITY 

PRODUCTS 
AVERAGE HISTORICAL FORWARD PE 12M 
CURRENT FORWARD PE 12M 

1

1,1

1,2

1,3

1,4

1,5

1,6

1,7

1,8

1,9

2

0 

5 

10 

15 

20 

25 

JAN-06 JAN-07 JAN-08 JAN-09 JAN-10 JAN-11 JAN-12 JAN-13 JAN-14 JAN-15 JAN-16 JAN-17 JAN-18 

PE FY1 UNIVERSE (LS) AVERAGE PE FY1 UNIVERSE 

RELATIVE PE FY1(RS) VS MSCI AVERAGE REL. PE VS MSCI 
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SUPERIOR GROWTH AT AN ATTRACTIVE PRICE  

› Strong fundamentals 

› Attractive risk-return profile 

 

› Mid-small cap bias 

› Highly fragmented market supporting M&A activity 

 

*Source: FactSet in USD, based on the Pictet Security holdings, as of 30/04/2017 

Portfolio* :  Characteristics relative to MSCI World  Portfolio* :  Historical PE FY1 relative to MSCI World  
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CONCLUSION  

The security transition is happening now and will be a long duration investment theme 

 
Why Security ?  
 
› Strong structural drivers (Innovation, 

Urbanization, Regulation) 

› Superior growth at an attractive price 

› Resilience during worst period in 

history and positioned to face further 

turbulences, should they come 

Why now ? 
 
› Innovative security technologies are 

in their infancy 

› Untapped investment theme 

› To invest in a SAFER, HEALTHIER & 

CLEANER  WORLD  
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6. 
Technicals  
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TECHNICALS 

Managing company: Pictet Asset Management (Europe) S.A., part of the Pictet group 
Name: Pictet-Security 

Currency: USD 

Domicile/ Legal Status: compartment of a Luxembourg SICAV, UCITS compliant 

Custodian:  Pictet & Cie (Europe) S.A. 
Calculation: daily; settlement NAV + 3 

Inception: 1 November 2006 at NAV USD 100 

Fund size: USD 2’248m as of April 30th 2017 (Strategy size : USD 2’768m) 

Dividend: reinvested (I, P, R) or distributed (P dy, I dy) 

Reference index: MSCI World (net div reinvest) 

Investment horizon: The fund may not be appropriate for investors who plan to withdraw their money within 7 years 
Share classes: 

I-Shares: minimum investment USD 1’000’000; *Management fees  

Source: Pictet Asset Management, as of 30/04/2017 

Class ISIN MF(%)* Admin/custody TER(%) ONGOING CHARGES

HI EUR* LU0474968293 0.80 0.37 1.19 1.26

I EUR* LU0270904351 0.80 0.32 1.13 1.21

I USD* LU0256845834 0.80 0.32 1.13 1.21

Idy GBP* LU0448836865 0.80 0.32 1.13 1.21

P EUR LU0270904781 1.60 0.32 1.94 2.01

P USD LU0256846139 1.60 0.32 1.93 2.01

Pdy GBP LU0320647950 1.60 0.32 1.95 2.01

Pdy USD LU0256846303 1.60 0.32 1.94 2.01

R USD LU0256846568 2.30 0.32 2.63 2.71

R EUR LU0270905242 2.30 0.32 2.63 2.71

Z USD LU0328681696 N/A 0.16 0.11 0.19
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MAIN RISKS 

› The risk category shown is based on historical data and may not be a 

reliable indication for the future risk profile of the Share class. 

› The risk category shown is not a target or a guarantee and may change 

over time. 

› The lowest category does not mean a risk-free investment. 

› Equity investments are subject to high price volatility (variations in net 

asset value of the Share class) but may offer rewards in line with the risks 

taken, which is why this Share class is in this risk category. 

› This value is affected by various factors, including: 

- The Compartment offers no capital guarantee or asset protection measures. 

- The Compartment may invest in emerging markets. 

- This asset class is subject to political and economic risks which may 

have a significant impact on the Compartment's performance and volatility. 

- Because of our investment approach, the Compartment may be exposed to 

currency risk. 

 

› The Share class also bears the following risks that are not explained by 

the synthetic risk indicator: 

- Liquidity risk: when market conditions are unusual or a market is 

characterised by particularly low volumes, the Compartment may 

encounter difficulties in valuing and/or trading some of its assets, particularly 

to satisfy large redemption requests. 

- Operational risk: the Compartment is subject to the risk of material losses 

resulting from human error or system failures or incorrect valuation of the 

underlying securities. 

- Counterparty risk: the use of derivatives in the form of contracts with 

counterparties may imply significant losses if a counterparty defaults and 

cannot honour its liabilities. 

Investments in mainland China are subject to restrictions by the local 

regulators, and include among other things: daily and market aggregate 

trading quotas, restricted classes of shares, capital restrictions and ownership 

restrictions. 

1 2 3 4 5 6 7 

Typically higher rewards Typically lower rewards 

Lower risk Higher risk 

Risk indicator 
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Appendices  
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CYBERSECURITY  

Since 2005, more 

than 75 data 

breaches in which 

1’000’000 or 

more records were 

compromised have 

been publicly 

disclosed   

Number & Frequency of attacks is on the rise … and this across more vertical industries 

Source: Bloomberg, Data Breaches, December 2014, www.bloomberg.com/graphics/2014-data-breaches/  
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IOT -  SMART CITIES :  THE SECURITY ISSUE  

Congestion 
Charging 

Connectivity 

V2V & V2X 

Electric 
Vehicles 

Vehicle 
Management 

Systems 

Apps Store 
Services 

IT Infrastructure 

The future of urban mobility – Connected, Green, Integrated, Smart 

Source: ETSI 
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FOOD SAFETY 

Main Factors driving the demand for testing in the Food and Feed market  

Source: www.foodcert.in 
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CHECK LIST FOR THEME ASSESSMENT  

CRITERIA DEFINITION 

Liquidity & Thematic purity Pure and liquid portfolio Feasible investment portfolio with assets> current strategy size @ thematic 

purity > 20% where 50% of the assets can be liquidated in five trading 

days 

Diversification Low overlap with traditional indices Overlap with MSCI World  < 20% 

Expected outcome Robust & attractive risk-return profile 
Expected risk return profile beats MSCI World (Sharpe ratio)  

Theme withstands stress test through different scenarios   

Materiality Measurable thematic drivers with material impact on 

value drivers 

Materially accretive and measureable megatrend related impact on value 

drivers (growth, margins, risk premium) 
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INTEGRATING ESG 

Pictet invests in security related 

businesses looking at ESG 

 

Exclusion policy  

 

Avoid investments in companies that constitute unacceptable risk of contributing to 

violations of fundamental humanitarian principles, serious violations of human rights, 

gross corruption or severe environmental damage. 

For Pictet-Security this means exclusion if  > 5% of turnover is tied to 

– Weapons and military contracting 

– Production, development, testing, and maintenance of nuclear power 

Other ESG issues, more distant to the theme, analysed on a case-by-case basis (e.g. 

child labour, human rights violation) 
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ESG SCREENING BY INRATE* 

Decision to add a new position 

Request to   Inrate* 

OK Non OK 

Results sent to 
Pictet 

compliance 

Investment 

Stock screening process Stock screening result 

Portfolio quarterly review 

* Inrate is a leading independent sustainability rating agency active in Europe 

It is based in Switzerland and has more than 20 years of experience in linking its know-how on sustainability with the financial markets 
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THEME FUNDS: MANAGEMENT OF INVESTMENT PORTFOLIO  

We prefer stocks with › High thematic purity 

› High trading liquidity 

› Low price volatility 

› Attractive company fundamentals 

› Attractive industry and favorable market(s) dynamics 

Portfolio weight › = 6% - adjustments for purity, liquidity, volatility  

= initial weight* +/- company factor - industry factor 

Risk management › Purity: limit -6% as a function of the size of the theme-related exposure in each company  

› Portfolio construction: limit -6% as a function of the trading activity and stock price volatility 

Active management › Company: +/- 3% as a function of management, business franchise, equity attractiveness  

› Industry: limit -3% as a function of industry fundamentals / market(s) dynamics 

Portfolio weight of each stock of the investment universe floats between 0% and 9% 
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THEME FUNDS: COMPANY AND INDUSTRY FACTORS  

Growth at reasonable price COMPANY FACTOR DECISION WEIGHTINGS 

Blue Chip* Opportunity** 

Management 20% 50% 

Business franchise 30% 30% 

Attractiveness of equities 

› Valuation 50% 20% 

* Initial weight > 0; ** Initial weight ≤ 0 

INDUSTRY FACTOR 

Industry fundamentals Barriers to entry  

Pricing power 

Input cost dynamics 

Operating leverage 

Competitive environment 

Market(s) dynamics Supply / demand imbalances 

Regulatory / political environment  

We look for 

› Solid management track record 

› Franchises with secular growth 

drivers 

› Attractive risk-adjusted return 



47 Pictet-Security Enabling a safer world 

For professional investors only 

Pictet Asset Management 

THEME FUNDS -  COMPANY FACTOR SCREENING /  SCORING  

We score the whole  
blue chip universe (initial 
weight > 0) for: 

We screen the  
opportunity universe  
(initial weight ≤ 0) 
for scoring: 

› Management ability to deliver 

› Sustainability of the franchise associated with the investment theme 

› Attractive equity valuation and share price momentum 

› Using a mix of financial metrics (which are theme specific) 

› Selecting top quartiles stocks for further company factor analysis  

› Scoring the stocks not currently in the portfolio (buy, “challenges”) 

The process for screening and scoring ensures that the company factor for the entire 

investable universe is monitored systematically  
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PICTET-SECURITY PORTFOLIO CONSTRUCTION  

We look for: 

 

› High degree of thematic related 

activities (purity) 

› High trading liquidity 

› Low price volatility 

› Attractive company fundamentals 

› Attractive industry fundamentals and 

market(s) dynamics 

6% 

0% 

-6% 
S

ta
rt

in
g 

w
ei

gh
t 

P
o
rt

fo
li
o
  

c
o
n
st

ru
c
ti
o
n
 

fa
c
to

r 

P
u
ri

ty
 f

a
c
to

r 

C
o
m

p
a
n
y 

fa
c
to

r 

In
it

ia
l w

ei
gh

t*
 

   risk management active management 

P
or

tf
ol

io
 w

ei
gh

t 

6
%

 

M
ax

. 
-6

%
 

Fr
om

 0
%

 t
o 

6
%

 

Fr
om

 -
3

%
  
to

 +
3

%
 

Fr
om

 0
%

  
to

 +
9

%
 

M
ax

. 
-3

%
 

M
ax

. 
-6

%
 

In
d
u
st

ry
 f

a
c
to

r 

Portfolio construction example 

*Purity, liquidity, volatility are calibrated. The sum of Initial Weights is calibrated to 40-60%, pro rata basis of the current strategy size (AuM) and the structure of the investable 

universe 
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INVESTMENT PROCESS EXAMPLE: ASSA ABLOY  

Purity: no deduction as 100% of 

activity is security related 

 

Portfolio construction “liquidity and 
volatility”: a deduction of the 

maximum for the liquidity and 

volatility, 3.6% 

 

Recalibration : The sum of Initial 

Weights is calibrated to 40-60%, pro 

rata basis of the current strategy size 

(AuM) and the structure of the 

investable universe, calibration factor 

of 144.3% 

 

Company: good business franchise 

score (-0.4), positive management 

score (+1.8) and a negative valuation 

score (-0.6). 

 

Company factor: -0.4*30% + 

1.8*20% + (-0.6)*50%  

= -0.1%  

 

Industry: no industry discount 
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Investment process example  

*Purity, liquidity, volatility are calibrated. The sum of Initial Weights is calibrated to 40-60%, pro rata basis of the current strategy size (AuM) and the structure of the investable universe 

Source: Pictet Asset Management, as of 30/04/2017 

1.6% 
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SELL DISCIPLINE 

1. Constant, strict and daily review discipline of the Portfolio weights 

 

2. Sales triggered by : 

› a fundamental change reducing the scoring (either a change of management, 

or a business franchise deterioration) 

› change of the industry factors 

› a stock reaching its fair-value without new fundamental changes, implying a 

reduction of its attractiveness 
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THEMATIC RISK 

› Government spending 

– Economy & Political 

– National Deficits & Poor spending visibility 

 

› Legislation 

 

› Competition and pricing issues 

 

› Acceptance of security solutions 

 

› Technology disruption 

 

› Competing standards 
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Review by Company Partner & Chief Investment Officer 
› Semi-annual formal quality review meetings with Partner 

and CIO focusing on performance, risk, style, purity, 

exposure, positioning and portfolio construction 

› Frequent informal updates 

Compliance Team (10 FTE) 
› Daily compliance monitoring for pre- & post-

trade checks : ESG exclusion policy, 

compliance with investment guidelines and 

statutory regulations & quarterly updates to 

top management 

Performance analysis & risk control (10 FTE) 
› Monitors all positions and risk metrics on daily 

basis and provides monthly risk reports to top 

management 

Investment Team 
 
› Purity, volatility and liquidity risk integrated in the investment process 

› Portfolio management system gives access to all the raw risk figures that are needed by the investment team 

› Portfolio liquidity monitoring 

Our main principle = avoid active bets where risks cannot be estimated 

RISK MANAGEMENT OVERVIEW 
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FROM INVESTMENT UNIVERSE TO INVESTMENT PORTFOLIO  

Source: Pictet Asset Management, as of 30/04/2017 

Asia Europe
North 

America
Asia Europe

North 

America
Asia Europe

North 

America

# of companies 14 34 67 10 13 19 41 10 20 25 58 16

Market Cap in bn $ $61 $280 $987 $26 $25 $133 $313 $9 $32 $173 $1,418 $28

Total # of companies

Total Market Cap in bn $

Asia Europe
North 

America
Asia Europe

North 

America
Asia Europe

North 

America

# of companies 12 17 32 6 4 24 35 3 7 21 33 9

Market Cap in bn $ $54 $128 $330 $24 $22 $131 $296 $8 $17 $90 $114 $27

Total # of companies

Total Market Cap in bn $

Asia Europe
North 

America
Asia Europe

North 

America
Asia Europe

North 

America

# of companies 2 6 13 1 2 11 16 0 1 6 12 2

Market Cap in bn $ $39 $61 $296 $44 $20 $93 $281 $0 $6 $74 $93 $19

Total # of companies

Total Market Cap in bn $

70

$247

Security Services

Developped Markets

IT Security Products

Developped Markets
Emerging 

Markets

Emerging 

Markets

66

$457

21

$395$440 $192

IT Security Products

Developped Markets
Emerging 

Markets

Developped Markets
Emerging 

Markets

Developped Markets
Emerging 

Markets

Security ServicesPhysical Security Products

2922

Security Universe
203 Companies

67

Security Holdings
72 Companies

$1026 bn

$537

$1240 bn

Physical Security Products

Developped Markets
Emerging 

Markets

Security Exposure
327 Companies

$3485 bn

Physical Security Products Security Services IT Security Products

Developped Markets
Emerging 

Markets

Developped Markets
Emerging 

Markets

Developped Markets
Emerging 

Markets

125 83 119

$1,354 $481 $1,651
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BENEFITS FROM INCLUDING THEMES IN A PORTFOLIO  

› Global equity risk premium 

› Investment thesis based on future 

expectations, not past winners 

› Diversification - no benchmark 

› Enduring secular performance  

› Attractive risk/return profiles compared 

to global equities 

Individual risk / return profiles compared to MSCI World since inceptions  

Health profile since December 2014 

Source: Pictet Asset Management, GIPS, MSCI, Bloomberg, as at 30th April 2017 
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Senior Investment Manager  

 

FRÉDÉRIC DUPRAZ, 

CFA 

Senior Client Portfolio Manager 

 

ALEXANDRE 

MOUTHON, CFA 

Thematic Equities Funds team  

 

Thematic Equities Funds team  

 

YVES KRAMER  

Alexandre Mouthon joined Pictet in 2012 and is a 

Senior Client Portfolio Manager. 

Before joining Pictet, Alexandre spent six years as 

Head of Asset Management at Pentagram SA, 

responsible for fund selection and asset allocation 

strategy.  

Between 2001 and 2006, he was a Deputy Director 

at UBP, responsible for the buy-side TMT equities 

analysts, the selection of third-party sectoral and US 

funds, co-managed the UBAM Tech fund and 

managed the UBAM Multifunds US Equities fund. He 

began his career as a Buy-Side US Equities Analyst at 

BNP Paribas in 1997. 

Alexandre is a Chartered Financial Analyst (CFA) 

charterholder and holds a degree in Economic 

Sciences specialized in Finance from the University 

of Geneva. 

 

Yves Kramer joined Pictet Asset Management in 

2005 and is a Senior Investment Manager in the 

Thematic Equities Funds team. He launched the 

Security Fund. 

He spent five years at Pictet & Cie's Financial 

Research Department as an Equity Buy-Side Analyst 

for European and North American software stocks. 

Before joining Pictet he worked as a Financial Analyst 

for North American equities at Union Bancaire Privée. 

Yves graduated from the University of Geneva with a 

BA degree in Finance. 

 

 

Frédéric Dupraz joined Pictet Asset Management in 

2007 and is an Investment Manager in the Thematic 

Equities Funds team since 2009. 

Before joining Pictet in 2004, Frédéric was a 

consultant in the Financial Services industry with 

PricewaterhouseCoopers and IBM. He started his 

career as a research assistant working on energy 

problems at the University of Geneva. 

Frédéric holds a Master's degree in Econometrics 

from the University of Geneva. He is also a Chartered 

Financial Analyst (CFA) charterholder and certified 

Financial Risk Manager (FRM) of the Global 

Association of Risk Professionals. 
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For more information,  
please contact 

This marketing material is 

issued by Pictet Asset 

Management (Europe) SA. It is 

neither directed to, nor 

intended for distribution or use 

by, any person or entity who is 

a citizen or resident of, or 

domiciled or located in, any 

locality, state, country or 

jurisdiction where such 

distribution, publication, 

availability or use would be 

contrary to law or regulation. 

Only the latest version of the 

fund’s prospectus, KIID (Key 

Investor Information 

Document), regulations, annual 

and semi-annual reports may be 

relied upon as the basis for 

investment decisions. These 

documents are available on 

www.pictetfunds.com or at 

Pictet Asset Management 

(Europe) SA. 15, avenue J. F. 

Kennedy L-1855 Luxembourg. 

The information and data 

presented in this document are 

not to be considered as an offer 

or solicitation to buy, sell or 

subscribe to any securities or 

financial instruments. 

Information, opinions and 

estimates contained in this 

document reflect a judgment at 

the original date of publication 

and are subject to change 

without notice. Pictet Asset 

Management (Europe) SA. has 

not taken any steps to ensure 

that the securities referred to 

in this document are suitable 

for any particular investor and 

this document is not to be 

relied upon in substitution for 

the exercise of independent 

judgment. Tax treatment 

depends on the individual 

circumstances of each investor 

and may be subject to change 

in the future. Before making 

any investment decision, 

investors are recommended to 

ascertain if this investment is 

suitable for them in light of 

their financial knowledge and 

experience, investment goals 

and financial situation, or to 

obtain specific advice from an 

industry professional. 

The value and income of any of 

the securities or financial 

instruments mentioned in this 

document may fall as well as 

rise and, as a consequence, 

investors may receive back less 

than originally invested. Risk 

factors are listed in the fund’s 

prospectus and are not 

intended to be reproduced in 

full in this document. 

Past performance is not a 

guarantee or a reliable indicator 

of future performance. 

Performance data does not 

include the commissions and 

fees charged at the time of 

subscribing for or redeeming 

shares. This marketing material 

is not intended to be a 

substitute for the fund’s full 

documentation or any 

information which investors 

should obtain from their 

financial intermediaries acting 

in relation to their investment 

in the fund or funds mentioned 

in this document. Pictet Asset 

Management Ltd  has not 

acquired any rights or license 

to reproduce the trademarks, 

logos or images set out in this 

document except that it holds 

the rights to use any entity of 

the Pictet group trademarks. 

The trademarks, logos and 

images set out in this 

document are used only for the 

purpose of this presentation.  
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