
 

Annual Commentary  1 

For Investment Professional use only. Not for inspection by, distribution or quotation to, the general public.  

Annual  
Commentary 2022 

INTRODUCTION AND REPORT SUMMARY 
For the AllianceBernstein Concentrated Growth team, responsible 
investing allows us to holistically assess the underlying value, 
risks and opportunities of the portfolio companies we invest in. 
Due to the nature of our investment portfolios—our concentrated 
positions and long-term investment horizon—an integration 
strategy led by engagement best positions us to invest 
responsibly.  

As with all methods of equity analysis, we strive to deepen our 
understanding of every area of our investments. In the areas of 
environmental, social and governance (ESG) analysis, we set 
specific annual goals to drive deeper understanding of topical 
themes and to report on our progress around these goals.  

This report: 

• Provides a summary of our approach to responsible 
investing and learnings from setting engagement goals 
for the past three years 

• Summarizes our learnings and progress made around 
our responsible investing goals for 2022, which include 
carbon emissions, deforestation, and retention and 
turnover (see page 4)  

• Introduces our responsible investing goals for 2023, 
which include climate risk, biodiversity and human 
capital development (see page 11) 

OUR APPROACH TO RESPONSIBLE INVESTING 
Our approach to responsible investing is consistent with our 
overall investment approach. One of the most important 
questions we ask ourselves when analyzing a company to 
determine whether it would be a worthy addition to our AB 
Concentrated Growth portfolios is: Do we want to be in this 
business with these people? In the world of responsible investing, 
“this business” covers environmental and social concepts, and 
“these people” covers governance. 

We believe ESG integration is a crucial contributor to the entire 
investment mosaic, which helps manage risk and identify 

opportunities to drive higher portfolio returns. Ultimately, 
responsible investing is a fundamental tenet to fulfill our mandate: 
invest in high-quality growth companies.  

 

ENGAGEMENT IS AT THE CENTER OF OUR RESPONSIBLE 
INVESTING STRATEGY 
A key element of our investment strategy is centered on ESG 
engagement: talking directly with managers of our portfolio 
companies, a robust approach that we believe is tantamount to 
responsible investing. We engage for two reasons: to further our 
research and round out an investment mosaic (engage for 
insight) and to encourage our portfolio companies to behave in 
ways that will benefit long-term shareholder value (engage 
for action). 

 

ESG research, engagement and integration augment the traditional investor toolkit
Investing Responsibly Creates Shareholder Value
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POSITIONED TO INVEST RESPONSIBLY 
We are well positioned to invest responsibly, and our approach to 
investing puts us in an advantageous position to successfully 
engage for both insight and action.  

 

A concentrated approach. Since inception, our investment 
approach has been to invest in a limited number of high-quality 
growth companies. With a low company-to-analyst ratio, we can 
afford to go deep on every material issue—both traditional 
fundamental and ESG. 

Long-term investment horizon. Addressing ESG issues doesn’t 
happen overnight. When we engage for action and seek 
improvements, generally we expect to own that company over the 
duration it might take to reach such targets. 

Years of experience. On average, our analysts have more than 
20 years of experience covering each of their respective 
industries. 

Size of investment. Between our assets under management and 
our concentrated strategy, we are among the most significant 
active owners of our portfolio companies. Even for the large-cap 
companies that we invest in, this gives us a legitimate seat at the 
table and means that we can have substantive discussions on 
material ESG themes. 

True ESG integration. Each analyst is expected to have a deep 
understanding of company fundamentals and of ESG factors. We 
do not have separate analysts for ESG and traditional 
fundamental research. This way, our analysts bring a more 
holistic view that focuses on areas that matter for the operations 
of our portfolio companies. At the same time, our analysts have 
access to all the responsible investing resources that AB has to 
offer. 

AN EVOLVING APPROACH TO RESPONSIBLE INVESTING 
The regulatory landscape for ESG investing is constantly 
changing. It is difficult to anticipate changes to global regulatory 
frameworks around ESG and ESG reporting. The European 
Union’s Sustainable Finance Disclosure Regulation and 
provisions in the US Inflation Reduction Act are the most recent 

and impactful regulatory changes. In general, we aim to align our 
own reporting with the increasingly rigorous environmental and 
social requirements of our clients and regulatory regimes.  

We try to understand and communicate responsible investing in 
terms of real-world impact: as investors, we intend to determine 
future trends and understanding where the world is going. 
Applying this to responsible investing is no different, and we 
believe asset management will evolve to a holistic approach to 
research where there is no distinction between ESG and 
traditional investing because considering ESG factors ultimately 
facilitates better identification and management of investment 
risks and opportunities. 

We integrate all our insights into our modeling of revenue, profit 
and cash-flow growth. We also adjust our expectations for risk 
and return based on a mosaic of factors. To do this, we demand 
transparent and comparable reporting from our portfolio 
companies. Some ESG factors are easily quantifiable, and some 
are not. We push for disclosure in areas that are easily 
quantifiable and are material to how we model revenue and profit. 
For example, in 2022, we asked our portfolio companies to report 
employee turnover to better understand the risks and 
opportunities our companies face when it comes to managing 
their human capital.  

In traditional fundamental analysis, it’s not enough to know how a 
company is doing at one point in time; it’s more important to 
understand the trend. The same is true with ESG analysis. Over 
the past few years, we have been increasingly focused on 
measuring progress and on aiming to quantify and report 
progress as clearly as possible. We also approach engagements 
with the intent of making and tracking progress, as well as 
identifying future milestones that would signal how well a 
company is managing the related risks and opportunities to its 
business. This report aims to convey this approach. 

KEY TAKEAWAYS FROM THREE YEARS OF ENGAGEMENT 
GOALS 
Each year, as an investment team, we set goals on topics that 
can be critical to our investment success and the success of our 
portfolio companies. By setting these goals, we hope to deepen 
our understanding of where our portfolio companies are 
positioned from a risk and/or opportunity perspective.  

Having set annual goals for the past few years, we have seen a 
number of recurring themes.  

Establishing a base of understanding. Part of our annual goals 
is an educational opportunity that rounds out our base of 
knowledge and furthers our aim to have a holistic view of our 
investment in a company.  

Our Responsible Investing Approach Is Engagement Driven

A concentrated portfolio allows for deep insight and understanding

Our investment time horizon aligns with management and the Board

Our investment analysts’ tenure and experience lend credibility when 
engaging for action

The size of our investment gives us a loud voice for positive change

https://www.alliancebernstein.com/corporate/en/corporate-responsibility/responsible-investing.html
https://www.alliancebernstein.com/corporate/en/corporate-responsibility/responsible-investing.html
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A few years ago, we focused on climate science. Through AB’s 
partnership with the Columbia Climate School, each of our 
investment professionals participated in classes taught by 
Columbia University professors and scientists. This formed the 
base of knowledge that has helped us overlay the financial 
implications for our investment companies.  

In 2021, we leveraged AB’s robust modern slavery risk-
assessment framework to classify our companies’ level of 
exposure to high risk-to-people factors, including vulnerable 
populations and high-risk geographies, products, services and 
business models. 

In 2022, we set a goal around learning about deforestation and 
understanding which of our companies could have the most 
impact on this global risk. 

Delving deeper into similar topics. Given our focus on high 
return on invested capital and growth, our portfolios tend to have 
less exposure to asset/commodity-driven companies than the 
broader market. Our portfolios also tend to have more exposure 
to companies dependent on intangible assets, particularly 
intellectual property. For our companies, people are their most 
important asset. As such, we have always had a responsible 
investing goal concerning human capital. 

Given the increased focus on gender equality and pay worldwide 
in 2020, we pushed our companies to report on their global 
workforce data. Specifically, we asked our companies to conform 
to the reporting standards of the Bloomberg Gender-Equality 
Index. From that experience, we learned that promoting a specific 
framework can be overly prescriptive, especially when we are 
fighting broad acceptance. That said, we have seen more of our 
companies report using this framework since we set this goal in 
2020.  

In 2021, we adjusted and broadened our human capital 
development goal. In pushing our companies for improved 
disclosure on DE&I, we asked them to report gender mix as a 
percentage of the global workforce and as a percentage of senior 
management. In 2021, we added a focus on ethnic diversity. For 
companies with US employees, we asked that they publicly 
disclose their EEO-1 report—data required by the US Equal 
Employment Opportunity Commission that discloses ethnic 
information by company tier.  

As 2021 progressed, demand imbalance for human capital began 
to emerge as a material risk for our companies. To address this, 
in 2022, we set about to engage our portfolio companies more 
broadly in recruitment, retention and promotion trends, with a 
specific request to report employee turnover. Upon learning that 
turnover was increasing, and knowing that high turnover is a 
headwind to improvements in operating margins, we set about 

understanding our portfolio risk and assessing where we might 
have opportunities.  

Currently, labor remains tight but turnover seems to have peaked, 
and there is increasing risk that the tide on human capital 
management is shifting toward involuntary turnover (such as 
layoffs) on the part of management teams. In 2023, we have 
evolved our human capital development goal and are focusing on 
how companies are managing labor relations and human capital 
against the backdrop of an increasing risk of recession.  

Sharing our learnings. As we have strengthened our knowledge 
base in areas including climate; diversity, equity and inclusion 
(DE&I); recruitment and retention of human capital; modern 
slavery; and deforestation, we have shared best-in-class 
practices with the management teams of our companies in a way 
that, we believe, ultimately reduces risks and improves 
opportunities for all of our portfolio holdings. 

  

RESPONSIBLE INVESTING GOALS FOR 2022 
For 2022, the topics we focused on were carbon emissions, 
deforestation, and employee retention and turnover. 

CARBON EMISSIONS—ENGAGING ON 1.5°C 
We believe that climate change will have significant long-term 
implications on equity returns. Therefore, we consider climate 
change in our research process.  

To avoid some of the catastrophic effects of changing climate, we 
believe that the world needs to move toward a future that is 
consistent with the 1.5°C target by 2050 set by the Paris 
Agreement. In a future where alignment is inevitable, companies 
behind the curve could face increasing transitional risk. The most 
obvious manifestation in a company’s future profit is the risk of 
having a tax on carbon emissions levied against it. A less 
obvious—but no less dangerous—risk of non-alignment is the 
increased and incremental costs of operating a business in a 
warmer world. Most obvious within this risk are the physical 
impacts that companies face when they have exposure to acute 
weather events and chronic phenomena such as rising sea 
levels. Finally, a transition to sustainable sources of energy (such 
as solar and wind) could smooth the fluctuations in profitability 
that come with the sometimes significant volatility in the price for 

Concentrated Growth Portfolios’ ESG Goals

2020 2021 2022

• Environmental—carbon emissions
Set and understand baseline for each 
company

• Social—human capital development
Engage for more disclosure of gender 
equality and pay

• ESG learning and development
Team member participation in the 
Columbia Climate School collaboration

• ESG learning and development
Complete at least one engagement per 
company over the course of 2020

• Environmental—carbon emissions
Engage each company on carbon 
emissions reporting and target setting

• Social—human capital development
Advocate for promotion of diversity, 
equity and inclusion (DE&I) beyond 
gender

• Social—labor management
Engage each company and assess risk 
exposure to modern slavery/forced 
labor

• ESG learning and development
Team member learning modules in ESG 
themes; Columbia University 
collaboration expansion

• Environmental—carbon emissions
Align portfolio with a 1.5°C increase by 
2050 by engaging companies on 
emissions reduction targets and 
progress

• Environmental—deforestation 
Engage portfolio companies to evaluate 
risk to deforestation exposure

• Social—human capital development 
Engage portfolio companies on 
recruiting, retention and promotion 
trends; ask for turnover disclosure

• ESG learning and development
Track progress on prior-year 
engagement goals (DE&I, modern 
slavery)
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fossil fuels. In the past year, Amazon and Microsoft indicated that 
2022 profit would be negatively affected by surging prices for 
diesel fuel and natural gas.  

To mitigate the risks inherent in not attaining an acceptable level 
of decarbonization, we built on prior-year campaigns and set a 
goal in 2022 of having 100% of our portfolio companies set a 
climate reduction target that is consistent with the 1.5°C target by 
2050 set by the Paris Agreement. 

What we learned from our engagements on carbon 
emissions. In measuring our progress toward 1.5°C alignment, 
we set out to engage our companies around measuring their 
carbon emissions and setting carbon emissions targets in a 
manner that best reduces our investment risk. In 2019, only 25% 
of our US portfolio and 16% of our global portfolio reported their 
carbon footprint and set targets that were aligned with a world 
where temperatures would stay within 1.5°C warming. We have 
seen significant improvement since then: 63% of our US portfolio, 
81% of our global portfolio and 83% of our international portfolio 
report a carbon footprint and set targets that are 1.5°C aligned 
(Display 1).  

Transparent reporting is the first step to 1.5°C alignment. For the 
first time, in 2022 all of our US Concentrated Growth companies 
completed their Carbon Disclosure Project (CDP) climate 
surveys. CDP has become the most accepted reporting standard 
when it comes to carbon footprint and climate risk. CDP reports 
are an excellent source of research insight, as companies with a 
robust strategy tend to disclose exposure to climate risks and 
opportunities in a way that can answer the following questions 
and assist the engagements we have with company management 
teams:  

• How vulnerable is a company to extreme weather 
events?  

• How well can a company adjust to tighter climate 
regulations?  

• Can a company benefit from an increasing focus on 
climate change?  

• How do management teams assess and manage 
climate risks and opportunities? 

Display 1: Carbon Emissions Disclosure and Targets by 
Portfolio  

 

 

 

Current analysis does not guarantee future results. 
Through December 31, 2022 
Source: CDP, Science Based Targets initiative (SBTi) and company filings 

AB’s data science team developed an application that tracks our 
companies’ CDP filings and the answers to the most important 
questions around targets and risks. The following are some of the 
outputs of that application. 

In 2022, companies that completed the CDP questionnaire for the 
first time include CDW, The Cooper Companies, Amazon 
and Zoetis. 

CDP provides letter grades as a means of ranking the 
thoroughness and transparency of the reports. We posit the 
caveat that these grades can be misleading; we favor primary 
information over secondary analysis done by third parties. For 
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US Concentrated Growth Portfolio—Emissions Reporting

Reports GHG Emissions Target to Reduce GHG Emissions Aligned with 1.5°C Target

Global Concentrated Growth Portfolio—Emissions Reporting
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International Concentrated Growth Portfolio—Emissions Reporting
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example, CDP grades are less about a company’s 
risk/opportunity around climate change and more focused on 
report completion. Nevertheless, for the 2022 CDP surveys, of 
our 19 US Concentrated Growth companies, seven had improved 
grades and three saw a grade decline.  

We are leveraging these reports to better assess the companies’ 
understanding of their own exposure to climate change and their 
strategies on climate risk. The CDP reports also help us better 
understand whether a company adheres to the Task Force on 
Climate-related Financial Disclosures reporting framework, which 
accounts for both transitional and physical risks. We acknowledge 
that our own assessment of climate risk is heavily weighted 
toward transitional risk. However, given the scientific perspective 
on the current trajectory of global warming and the current and 
potential impacts to assets, economies, and societies, we are 
working toward a more thorough assessment of physical risk, 
which can inform us on the overall value at risk of our portfolio. 

Setting decarbonization targets helps with accountability to 1.5°C 
alignment. As of December 31, 2022, 63% of our US portfolio had 
established carbon emissions targets that align with the Paris 
Agreement goal. Similarly, 81% and 83% of our global and 
international portfolios, respectively, had similar targets (Display 
2). 

Display 2: Alignment with Paris Agreement 

On its face, no improvement in the number of companies in our 
US portfolio toward a 1.5°C target in the US could seem 
disappointing. The turnover in our portfolio was a headwind to our 
mix of companies aligned with 1.5°C. In 2022, we sold our 
position in International Flavors & Fragrances—a company 
with a net zero target. One of the positions we added, The 
Cooper Companies, is not 1.5°C aligned. We stress that we do 
not manage our portfolio for a specific environmental reporting 
outcome. We believe that ESG is a process, not a destination. To 
that end, if a company shows an openness to improvements that 
are material to the long-term investment success of the company, 
we are willing to add “laggards,” as we believe they can see their 
company valuation improve in line with a reduced cost of capital. 
Improved assessment and mitigation of risk are also considered 
in the financial modeling of our companies. To that end, ADP 
showed improvement in 2022. ADP published a target that aligns 
with 1.5°C by 2050 and covers Scopes 1, 2 and 3 for the first time 
this past year. We also saw improvement at the bottom end of the 
funnel—companies that began reporting their footprint for the first 
time. Whereas last year we had two companies—CDW and 

Constellation Brands—not reporting greenhouse gas (GHG) 
emissions, this year all our companies report their carbon 
footprint. 

CARBON EMISSIONS ENGAGEMENT EXAMPLES—
ESTABLISHING THE RIGHT BASELINES 
Our engagements with the best-in-class cohort (those aligned 
with 1.5°C) centered on the plans that the companies have 
developed and interim steps along the long-term path. Now that 
these companies have set aggressive targets, we are focused on 
measuring progress and better understanding the plans to 
achieve emissions in line with the Paris Agreement.  

Below are a few examples of engagements we had with 
companies that have set carbon emissions targets aligned with 
1.5°C.  

Abbott Laboratories (healthcare) has set a goal to reduce 
Scopes 1 and 2 emissions 30% by 2030. There has been a 5% 
absolute reduction since 2018, the base year, but 2021 increased 
over 2020. We believe that the absolute reduction goal is 
aggressive, given expectations for sales growth over that time 
compounded by the fact that Abbott is starting at a low baseline 
emissions year compared with its peers. The company is 
committed to having goals for Scopes 1, 2 and 3 approved by the 
Science Based Targets initiative (SBTi).  

As one of the largest publicly held global real estate investment 
trusts, with wireless and broadcast communication properties 
worldwide, American Tower (real estate) is responsible for 
generating power as a service for tenants. Nearly all of the 
company’s carbon footprint comes from power generated in 
markets with nonexistent or unreliable electric grids. In 2021, the 
company set an aggressive target to reduce GHG emissions at its 
Africa and Asia properties by 60% over 10 years. These 
geographies account for the majority of the company’s total 
emissions. For example, management noted that AMT is 
Nigeria’s second largest consumer of energy. While energy costs 
are a pass-through for AMT, the company has implemented 
changes to its sites with renewable power sources. The result 
means a reduction in costs to customers while also reducing 
Scope 3 emissions, in exchange for minimal capex investment for 
AMT. 

Our engagements with improvers—companies that have not set 
aggressive carbon emissions reduction goals—lean toward 
engaging for action. However, to the extent companies can show 
how carbon emissions are not material to operating success, we 
also engage for insight.  

For example, learning from engagements in prior years, 
management at CDW (information technology) has not 
prioritized carbon emissions reporting as a material ESG theme, 
given the company’s relatively low carbon footprint. Instead, it has 

 
US Global International 

2020 2021 2022 2020 2021 2022 2020 2021 2022 
% of Companies 
in Portfolio 40 63 63 31 72 81 50 68 83 

# of Companies 
in Portfolio 8 12 12 10 23 25 17 23 29 
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chosen to focus on ESG issues that directly impact its business, 
like workplace safety, supply chain responsibility, DE&I, and data 
privacy and information security.  

Having published its first corporate social responsibility (CSR) 
report in 2020 and introduced a robust resource center with 
Sustainability Accounting Standards Board disclosures and EEO-
1 data in 2021, CDW chose to focus its ESG efforts on reporting 
its carbon footprint baseline. In a discussion with the team at 
CDW in March, we learned that it accounted for its Scopes 1 and 
2 emissions and published its data in a CDP report. Actual 
emissions were well below third-party estimates, which is a net 
positive for our portfolio carbon footprint.  

ASML (information technology) is one of the world’s leading 
manufacturers of chipmaking equipment. In our engagement with 
the company, we learned that to achieve Scopes 1 and 2 net zero 
emissions, efforts are focused on reducing company-wide 
commuting and business travel, and that plans are underway to 
engage suppliers and customers to reach a net zero target by 
2040. 

In tandem with increasing productivity, by 2025 ASML has 
targeted reducing the overall energy consumption of its future-
generation extreme ultraviolet (EUV) systems by 10% and 
reducing the energy used per exposed wafer pass by 60% (both 
compared with 2018 baselines). In 2021, ASML achieved a 6% 
reduction in system energy consumption (which was the same in 
2020) and a 37% reduction in the energy use per exposed wafer 
pass (versus 25% in 2020). In the future, we will follow up on why 
there has been no progress in EUV energy consumption.  

IQVIA (healthcare) is the leading global provider of clinical 
research services to the life-sciences industry. The business is 
asset-light but people-heavy, with approximately 79,000 
employees. As a result, the company’s carbon footprint is heavily 
weighted toward Scope 3. Work at the company is travel-intense, 
and the company conducts operations in more than 100 
countries. In a meeting in December, the board member 
responsible for ESG affirmed that the company is on track for 
committing to an emissions reduction target acceptable to SBTi. 
As a growing company (in both revenue and headcount), IQVIA is 
focused on emissions intensity, specifically emissions per 
employee. We also learned that 2019 is a more appropriate 
baseline than 2020, when COVID impacted corporate travel 
significantly and Scope 3 emissions per employee declined 
by 75%.  

Portfolios with less transitional risk than the broader market. 
Display 3 shows the carbon emissions per million dollars 
invested, carbon intensity and weighted average carbon intensity 
of the Concentrated Growth portfolios. These portfolios have a 
significantly smaller carbon footprint than their respective 

benchmarks, which implies less transitional risk than the broader 
market. 

Display 3: Carbon Footprint of Concentrated Growth 
Portfolios 

 

 

 

*Reflects the most recently available data for each company on the date 
of running the report 
Through December 31, 2022 
Source: MSCI, S&P and AB 

  

US Concentrated Growth—Portfolio Carbon Footprint

tCO2e Weighted Average Carbon Intensity

8

29 29

52

70

142

Carbon Emissions per
US$1 Million Invested

Carbon Intensity Weighted Average
Carbon Intensity

US Concentrated Growth S&P 500

20

40

60

80

100

120

140

160

180

200

2016 2017 2018 2019 2020 Most
Recent*

US Concentrated Growth S&P 500

Global Concentrated Growth—Portfolio Carbon Footprint

tCO2e Weighted Average Carbon Intensity

6

23
28

75

151
140

Carbon Emissions per
US$1 Million Invested

Carbon Intensity Weighted Average
Carbon Intensity

Global Concentrated Growth MSCI World

20

40

60

80

100

120

140

160

180

200

220

2016 2017 2018 2019 2020 Most
Recent*

Global Concentrated Growth MSCI World

International Concentrated Growth—Portfolio Carbon Footprint

tCO2e Weighted Average Carbon Intensity

14

32
40

119

157

117

Carbon Emissions per
US$1 Million Invested

Carbon Intensity Weighted Average
Carbon Intensity

AB International Concentrated Growth MSCI EAFE

20

40

60

80

100

120

140

160

180

2015 2016 2017 2018 2019 2020 Most
Recent*

International Concentrated Growth MSCI EAFE



 

Annual Commentary  7 

For Investment Professional use only. Not for inspection by, distribution or quotation to, the general public.  

DEFORESTATION 
The impact of deforestation is far-reaching and triggers multiple 
events: increased GHG emissions in the atmosphere, climate 
change, changing weather patterns, and loss of biodiversity and 
ecosystem services, among others. In 2022, we set about 
engaging portfolio companies to evaluate the risk to deforestation 
and to realize opportunities where companies were particularly 
mindful of mitigating deforestation and/or where reforestation 
could contribute to a demanding emissions reduction target.  

What we learned from our deforestation engagements. Our 
concentrated portfolios are not heavily exposed to sectors or 
activities that naturally lean toward deforestation being a material 
theme. Entering the year, we knew companies directly linked to 
commodities associated with deforestation, like palm oil, rubber, 
cattle, soy, coffee and cocoa, would need to have policies in 
place that understand and mitigate their deforestation footprint 
(such as Nestlé). At the same time, we were mindful that, for 
instance, packaging material (cartons derived from pulp) and 
large distribution centers and infrastructure projects also have 
deforestation impact. What we learned, by the end of the year, 
was that companies in industries that would not seem to be 
related to deforestation found that it was, in fact, a material theme 
(such as Mastercard and ASML).  

Overall, we were not entirely satisfied with our own progress 
around deforestation engagements. It’s unclear whether this is a 
lack of education on our part (something we worked to correct 
over the course of the year) or the companies we own have not 
prioritized it as a topic (such as Abbott) because of the relatively 
minimal exposure they have to it.  

Unsatisfied with the progress we made on deforestation, for our 
2023 goal, we decided to expand the topic to include the totality 
of biodiversity (see “Responsible Investing Goals for 2023” on 
page 11). 

DEFORESTATION ENGAGEMENT EXAMPLES—BEYOND 
THE VALUE CHAIN 
As the world’s largest food and beverage company relying on 
natural commodities to produce its products, Nestlé (consumer 
staples) has had deforestation on its radar for years. In 2010, 
Nestlé committed to a deforestation-free supply chain, inclusive of 
palm, soy, meat, paper and sugar. Initial efforts involved 
traceability and supply chain mapping, assessing deforestation 
risk, and addressing it with various tools and resources. A toolkit 
approach was adopted using certifications, satellite monitoring 
and site checks, among other tactics. In 2020, Nestlé took what it 
had learned, assessed next-step efforts and commitments, and 
devised a forest-positive strategy. The company then moved its 
100% deforestation-free supply chain target to 2022 and added 
two more strategic pillars: (1) long-term conservation and 
restoration of forests (the company aims to plant 200 million trees 
by 2030) and (2) investing in sustainable landscapes beyond 

Nestlé’s own supply chains as the risk of deforestation manifests 
on a broader level. Nestlé understands that resolving the 
deforestation risk to its business means that the company must 
go beyond its value chain to address the root cause. 

In December 2021, 97% of Nestlé’s primary suppliers were 
deforestation free. The company has since committed to 
deforestation-free supply chains for coffee and cocoa by 2025. 
Although 98% of its other four commodities’ supply chains were 
deforestation free, only 90% of the palm oil supply chain was. 
When we asked why palm oil was a laggard, we learned that 
Nestlé’s palm oil supply chains have largely been traced to high-
risk countries, while the other commodities were traced to low-risk 
countries. Nestlé made tremendous progress by increasing the 
percentage of its deforestation-free supply chain for palm oil from 
70% in 2020 to 90% in 2021. This acceleration was made 
possible by satellite and on-the-ground monitoring. The company 
uses Starlink for satellite monitoring, and partner organizations 
like Earthworm Foundation help it to assess data; Nestlé then 
engages with the relevant parties based on these assessments.  

Nestlé still aimed for its primary supply chains to be 100% 
deforestation free by the end of 2022. Hurdles to overcome 
include verifying the data its suppliers provide. If a supplier is 
guilty of a deforestation event, policies are invoked to suspend 
the supplier and implement remedial plans (management 
indicated that 15 mills and plantations had previously been 
suspended). 

Regarding Nestlé’s goal for its supply chains to be deforestation 
free, the company has made impressive efforts to provide 
disclosure across its different commodity supply chains and 
furnish details of the initiatives it has in place to tackle a myriad of 
global issues.  

ASML (information technology) uses tin and wood, which 
means the company has deforestation risk. While the investor 
relations (IR) team noted the company does not have a formal 
deforestation policy, ASML aims to set key performance 
indicators (KPIs) where it can make a difference. The company 
and its suppliers have a code of conduct, and suppliers have 
been asked to ensure traceability and deforestation-free supply 
chains; however, not all suppliers are willing. Given the 
significance of the issue, we encouraged management to 
continue to engage with its suppliers.  

Many of ASML’s environmental goals are based on a circular 
economy and include reducing waste in the company’s own 
operations. Examples include reusing parts and materials from 
the installed base and recycling mature products through 
refurbishment. In 2021, ASML generated 5,878 tons of waste 
from site activities, of which 77% was recycled (down from 85% in 
2020). The total amount of waste increased by nearly 12% (from 
5,257 tons), primarily due to an increase in reporting from 57 
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locations versus 20 locations in 2020, coupled with the growth at 
the company.  

Amazon (consumer discretionary) joined the Lowering 
Emissions by Accelerating Forest finance (LEAF) Coalition to 
support the firm’s science-based net zero carbon targets and the 
Climate Pledge. While Amazon prioritizes eliminating, reducing 
and avoiding emissions, the company notes that it will work with 
LEAF and other organizations to purchase high-quality carbon 
credits to address difficult-to-abate parts of its emissions footprint. 
LEAF is a public-private initiative designed to help protect tropical 
forests, and Amazon's commitment will assist in mobilizing funds 
toward this effort as well as purchasing verified emissions 
reduction credits from countries that are committed to tackling 
deforestation. The coalition helps governments in tropical 
forested regions reduce emissions, adheres to a rigorous carbon 
crediting standard and facilitates results-based payments for 
verified credits. Additionally, Amazon has a focus on nature-
based solutions for mitigating carbon emissions, which include 
conservation, restoration and improved land management 
activities to increase carbon storage in ecologically beneficial 
areas. These solutions help to conserve wildlife habitats, protect 
biodiversity, improve water quality and reduce flood risk. Amazon 
has partnered with the Nature Conservancy to launch the 
Agroforestry and Restoration Accelerator in Brazil and supports 
key family forest programs in Appalachia in the US. Other 
programs the company works with include urban forestry with 
Parco Italia and urban greening in Berlin.  

Aptiv (consumer discretionary) manufactures a significant 
portion of its vehicle components in Mexico, and the company 
has set about to plant trees to support the hydrological micro-
basins in the Sierra Tarahumara region. During our engagement 
with management in September, we learned that management 
realizes that ensuring the health of its local manufacturing 
community will have a beneficial impact to its operations in the 
area. Aptiv hopes that by partnering with the local community, 
they will strengthen the company’s social license to operate in the 
area and have a more sustainable impact over the long term. 

American Tower (real estate). During a meeting with the CEO 
and CFO, we discussed reforestation in emerging-market 
countries. In 2018, AMT committed to planting a million trees 
through 2027 in a joint initiative with American Forests. AMT 
continues to move ahead with its million-tree reforestation 
initiative and is about halfway through. We noted that as AMT 
diversifies into data centers, land use intensity and emissions 
intensity are increasing.  

As a global supplier of infant formula, we surmised that Abbott 
(healthcare) produced soy-based and palm-derived ingredients, 
so in April we asked the company to account for its use of those 
products and perhaps publish survey answers to CDP’s Forests 
Questionnaire. Abbott responded that it is not a material producer 

of soy (or rubber or timber). During the meeting, we learned that 
the company could trace all of its soy-derived products back to 
nine suppliers who have their own sustainability efforts in place. 
Abbott was opposed to filing out the Forests Questionnaire due to 
resource constraints. However, we were pleased to see 
management directly address our engagement questions by 
including language in its subsequent CSR report on the topic. In 
the report, Abbott indicated that soy- and palm-derived 
ingredients accounted for 0.3% of total company spending in 
2021 and that 0.1% was from deforestation-affiliated regions.  

As a leading provider of financial transaction processing services, 
Mastercard (information technology) would not seem to 
naturally adopt deforestation as a material theme. However, the 
company has a robust reforestation effort whereby it initiated 
programs in Australia, Brazil and Kenya in 2021 and 15 more 
countries in 2022 that have collectively added 12 million trees. 
The firm is working with Conservation International and the World 
Resources Institute to focus its efforts. In November, when we 
asked why Mastercard is pursuing this initiative, management 
indicated that it believes reforestation efforts go hand in hand with 
climate risk mitigation. The team also believes its initiative 
resonates with its employee base. Finally, Mastercard can use its 
payment platform to address consumer demand by enabling 
donations to its Priceless Planet Coalition. 

HUMAN CAPITAL MANAGEMENT—RETENTION AND 
TURNOVER 
In 2022 we also set a goal to engage with our portfolio companies 
on recruiting, retention and promotion trends with a specific 
request for employee turnover reporting.  

Human capital management is a major theme that cuts across 
our entire portfolios, is critical to our companies’ financial 
performance and is a core social responsible investing area. 
Human capital management comprises the practices and 
processes a company uses for recruiting, retaining, and 
developing talent and enhancing an employee’s value.  

Following the COVID pandemic, companies and their employees 
were faced with major challenges including return-to-work 
adjustments, the Great Resignation and wages. As an investment 
team, we set about to engage with our companies around this 
topic to gain better insights for our investment decisions. We also 
encouraged our companies to report their turnover metric: the 
number of people who left the company divided by the total 
number of employees. We focused on voluntary turnover: 
employees who chose to leave employment as opposed to 
individuals who were let go by the company. In our experience, 
having a request around a metric aligns with our strategy to 
encourage companies to increase transparency and disclosure. 
We find that these requests can often open up a conversation 
with management that go beyond the number we are asking for.  
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Turnover seems like a simple metric to report but can be an 
important way to assess how a company manages its human 
capital. All else equal, we prefer companies with low voluntary 
turnover. High turnover can damage morale among remaining 
employees, decrease productivity, and make it harder and more 
costly to acquire new talent. In summary, understanding turnover 
trends within a company and turnover results among its 
competition informs the risks and opportunities that companies 
have around future wage pressure and worker efficiency—a 
direct input into how we model operating margins for our portfolio 
companies.  

What we learned from our engagements on employee 
retention and turnover. Our engagements on human capital 
management were markedly different over the course of the year, 
but there was little variation in the narrative share by our portfolio 
companies.  

Almost universally across the US portfolio, early in 2022, we 
learned that employee turnover in 2021 had reached new highs. 
Between return-to-work changes and the Great Resignation, 
companies had seen increases in the number of employees 
leaving organizations. When we followed up with our companies 
toward the end of 2022, the narrative had changed. Across the 
portfolio, we learned that turnover peaked in late 2021/early 2022 
and that the metric was trending down but had not reached pre-
COVID levels. 

Global portfolio companies like Capgemini, ASML, Novo 
Nordisk, SAP and Eurofins saw attrition levels peak in 2021 for 
the same reasons. We will continue to engage with companies to 
assess the trend and to understand if and how the companies are 
trying to reduce voluntary attrition. 

The management teams of many companies believe that higher 
turnover is a reality that will need to be managed more carefully 
going forward. Adjustments made over the year include changes 
to absolute pay and pay packages that were more incentive 
driven. However, we learned that pay isn’t everything when it 
comes to maximizing for an efficient and effective work force. 
Other factors encourage lower turnover.  

The importance of culture and purpose. While visiting our 
companies, we found that cultivating culture and purpose is a way 
to retain happy and productive employees more effectively. As 
outsiders, it’s not always easy to determine which companies 
have a good culture or a strong purpose. That’s why we make it a 
point—as an investment team—not just to have calls with 
management but to visit the offices of our portfolio companies. 
Visiting a company’s headquarters or product facilities allows us 
to engage and interact with a broader swath of company 
employees and see corporate culture in action.  

Welcoming employee feedback. When faced with higher 
turnover, our companies looked to their employees for feedback. 
Often this takes the form of engagement surveys, and we learned 
that the pace at which these were given increased in 2021 and 
2022. Effective surveys identified areas requiring remediation 
before they manifested in departures, and upper management 
leaned more on smaller teams to elicit necessary changes.  

Utilizing technology. We also learned that management teams 
have used enhanced technology capabilities to improve work 
productivity as human resources tightened. Companies pointed to 
specific tools to increase productivity and satisfaction, 
complemented by data that support better retention and recruiting 
and tools that allowed employees to cover larger geographies 
and work remotely.  

More employee flexibility. Some of our companies were more 
willing to extend work-from-home policies and/or switch to a 
hybrid workforce that allowed for more employee flexibility.  

Allowing for more internal mobility. Finally, we learned that 
management teams have opened more internal movement for 
valued employees. Enterprises that are loath to lose good 
contributors came up with creative ways to retain them, such as 
opening associate programs to tenured employees across 
business units rather than just to new hires. 

TURNOVER AND RETENTION ENGAGEMENT EXAMPLES—
THE POWER OF EMPLOYEES 
Early in 2022, we met with the CEO, CFO, CMO and members of 
the IR team of TJX Companies (consumer discretionary) to 
better understand the company’s efforts on employee retention, 
recruitment and trends in attrition.  

Prior to the pandemic, wages for TJX employees in both retail 
stores and distribution centers had been steadily rising. In 2020 
and 2021, however, wage growth accelerated sharply, particularly 
for distribution center labor. In regards to wage expectations, 
management noted that it does expect continued growth in wages 
across all employee types and that the pace of change has 
slowed and is expected to stabilize going forward. When we 
asked about turnover statistics, management indicated it would 
not share the information for competitive reasons but noted that it 
increased slightly going into 4Q:21 and started to normalize by 
2Q:22. Management tracks store-manager turnover versus 
competitors and believes TJX’s rate is below the market. 
Management also indicated that it does not foresee hiring issues, 
as the company has always focused on employee recruitment, 
retention and attrition in both stores and distribution centers. 

In 2021, the year-over-year attrition rate for ASML (information 
technology) climbed to 5.4% from 3.8%, with COVID and 
massive hiring having a multiplier effect. Employees hail from 
more than 120 nations (across distinct languages, cultures and 
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backgrounds), with staff at its Netherlands facility representing 
more than 105 nations. To integrate and help employees in 
diverse cohorts acclimate to the southern Netherlands, benefits 
include cultural coaching and social activities in the local 
community (e.g., theater, soccer and dining out).  

Bucking the broader trend, Zoetis (healthcare) successfully 
increased its global headcount by roughly 900 employees in 
1Q:22, predominantly adding to the company’s US companion 
animal segment (40+% increase in headcount year-over-year). 
New hires are heavily weighted toward client-facing positions, 
such as technical support positions for diagnostics and 
salespeople who work with large-scale veterinary practices.  

While still low, relative turnover was higher than the 5% published 
in the company’s 2021 CSR report. Specifically, employee 
turnover was a bigger challenge with long-tenured employees, 
contrary to global trends. To address attrition, management has 
moved to surveying its employees twice a year (up from once a 
year). The surveys are meant to expose areas of risk. Employee 
engagement ranks high at the company (~90% of total employees 
responded), with the CEO attributing Zoetis’ purpose (helping 
improve the lives of animals and pets) as a strong contributor.  

From our engagement with Compass Group (consumer 
discretionary), we learned about a tool that enhances employee 
productivity and satisfaction, used by management to recruit and 
onboard staff and by employees to schedule their hours. Data 
suggest that 18% of users are retained longer than employees 
who don’t use the tool and that re-recruiting—attracting past 
employees back to the business—is strong. 

Early on, the CEO at IQVIA (healthcare) recognized that labor is 
the biggest issue for the company. The company won enough 
clinical trial work to drive ~10% revenue growth for the next three 
years, but human capital is the biggest variable in executing that 
business.  

The clinical research associate (CSA) population at IQVIA 
represents the largest human capital portion of the company’s 
clinical work. Although numbers are imprecise, directionally if 
CSA attrition averaged 15% prior to the pandemic, it peaked to as 
high as 20% in 2H:2021. More recently, that figure has come 
down but has not reached pre-pandemic levels. Management is 
doing everything it can to retain valuable employees. 
Compensation is the first priority for the firm’s employees, but 
flexibility is also important. IQVIA is empowering lower levels of 
management and giving them ownership of attrition rates. The 
company is also surveying its employees more frequently to 
identify and address existing issues.  

Other efforts to mitigate employee issues are increased flexibility 
on where the company sources its talent and automation of 
clinical trial tasks. Decentralized trials help take some of the labor 

out of trials by digitizing them. This includes telehealth visits, 
which reduce travel expenses, and wearable or portable 
technology that tracks trial participants’ data.  

Meetings with IQVIA and other companies during the same trip all 
revealed culture as helping with recruitment and retention. In 
IQVIA’s case, it is perceived as the industry leader and the place 
to start out in clinical trial work. The firm also suggested that this 
makes it the first stop for competitors to source talent.  

Genmab (healthcare) reported that employee turnover was 6% 
in 2021 versus 8% in 2020. The company believes several 
programs have contributed to the reduction, including more 
frequent employee engagement surveys that identify areas 
requiring remediation; strong talent acquisition efforts that aim to 
optimize the skill and cultural fit of new hires; a competitive total-
rewards strategy with long-term incentives that is a cornerstone of 
promoting and retaining talent; an employee development 
strategy that has gained traction across the organization; return-
to-work and hybrid workforce models; and an emphasis on 
corporate culture and a differentiated work experience for 
employees.  

We met with the CFO and the VP of North America at 
Mastercard (information technology) to better understand the 
firm’s talent retention efforts. Mastercard published involuntary 
turnover of 10.6% in 2021, an increase from previous years. 
Management explained that turnover has stabilized at this higher 
level. There are numerous initiatives underway to retain talent, 
including more aggressive efforts to retain top talent when they 
seek to leave. The company has observed an uptick in 
boomerang employees and is pleased that good talent is 
returning. Mastercard’s “four weeks anywhere” and “five volunteer 
days” programs have also been well received. Working at home, 
at the office or in a hybrid situation is decided at the executive VP 
level of each division. All employees have some percentage of 
their bonus tied to ESG factors, which has been popular and a 
culture enhancer for the company. While there have been several 
layoff announcements among tech and fintech peers, 
management has not seen the labor market loosen for talented 
employees yet—and doesn’t expect to—given the competitive 
fintech space in which Mastercard competes. In our view, 
Mastercard’s culture and talent retention programs are 
differentiated and position the company well in a tight labor 
market. 
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RESPONSIBLE INVESTING GOALS FOR 2023 
Goal setting is an important way to drive long-term improvement 
in our responsible investing process. For 2023, we have set four 
overarching goals.  

 

Environmental—climate risk. Our portfolios should have less 
transitional risk than the broader market, and for the most part, 
our portfolio companies are on their way to aligning with a 1.5°C 
future based on the targets they have set. It is incumbent on us to 
continue to track how our companies are progressing to their 
long-term targets to ensure they meet their goals. While 
emissions reductions are an important lever in addressing climate 
change, we acknowledge that there are other physical risks 
potentially impacting our portfolio companies. Therefore, we are 
evolving our environmental focus to engage with our companies 
and doing more research to fully understand the physical risks 
they face under climate warming scenarios. Ideally, this will 
include an assessment of how much shareholder value may be at 
risk due to climate change.  

Environmental—biodiversity. Our 2022 goal on engaging 
around deforestation showed us that there is a broader risk 
beyond forests that extends to other living species, ecosystems 
and water stewardship. In 2023, we will further our understanding 
of the impact to biodiversity loss to our companies and of the 
opportunities to restore natural capital that align with their 
respective business activities.  

Social—human capital development. In 2023, we expect to 
continue our engagement and analysis on retention and 
recruitment of human capital given rising wage inflation. 
Specifically, we expect to gain insight on how companies are 
managing labor relations in the face of growing unionization 
trends in the US. With employee turnover at a relative peak and the 
risk of recession looming, we will explore both ends of the human 
capital management funnel: employees leaving voluntarily and 
involuntarily (i.e., layoffs). The goal is to continue to explore how 
management of human capital by our portfolio companies could 
impact their profitability.  

ESG progress measurement. While our goals from prior years 
will remain intact, ESG is a journey that we are on as a firm, 
along with our portfolio companies and our clients. We expect to 
track the companies’ progress on previous engagement goals.  

We will continue to measure and report on ESG engagement and 
developments with companies in our concentrated portfolios 
throughout 2023 and will provide periodic updates on our 
progress. We look forward to sharing our insights and thoughts, 
and we welcome your questions and feedback relative to this 
journey. 

  

Concentrated Growth Portfolio Level ESG Goals for 2023

Environmental—Climate Risk
Engage to more fully understand the physical and transitional risks our portfolio companies face under climate 
warming scenarios 

Environmental—Biodiversity
Address the natural capital challenge as a corollary to the climate challenge, understand what roles our portfolio 
companies play in biodiversity loss and what they may do to restore natural capital 

Social—human capital development
Gain insight on how companies are managing labor relations, recruiting and retaining human capital amid a mix of 
labor shortages, threats of labor stoppages, wage inflation and the risk of recession

ESG progress measurement
Track company progress on prior year engagement goals
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ENGAGEMENT BY THE NUMBERS 
Of the topics discussed for our US Concentrated Growth 
Portfolio, 25 (26%) were related to environmental themes, 41 
(43%) were related to social themes and 29 (30%) were related to 
governance themes.  

The most frequently discussed topics were similar for the Global 
Concentrated Growth Portfolio companies in 2022; 52 (27%) of 
the issues were related to environmental themes, with carbon 
emissions the most frequently discussed topic; 77 (40%) were 
related to social themes, with human capital development the 
most frequently discussed topic; and 64 (33%) were related to 
governance themes, with executive compensation the most 
frequently discussed topic. 

For the International Concentrated Growth Portfolio, 38 (31%) 
were related to environmental themes, 44 (37%) were related to 
social themes and 38 (31%) were related to governance themes. 

 

 

 

For illustrative purposes only. 
As of December 31, 2022 
Source: AB ESIGHT 

In the remainder of this report, we have included examples of 
engagements we have had with our portfolio companies on 
material environmental, social and governance themes.  

Our engagements are documented on AB’s proprietary digital 
platform ESIGHT, and summaries of our engagements are 
provided on a regular basis. If you have any questions, please 
contact your AB representative. 

  

US Concentrated Growth—Engagements with Portfolio Companies

58

25

41

29

Total Engagements Environment Social Governance

Global Concentrated Growth—Engagement with Portfolio Companies

110

52

77

64

Total Engagements Environment Social Governance

International Concentrated Growth—Engagement with Portfolio Companies

57

38

44

38

Total Engagements Environment Social Governance
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Appendix 
Engagement Statistics for the 12 Months Ending December 31, 2022 

Details regarding AB analysts’ engagements within each ESG category are provided below. 

 

Theme/Category Engagements 
Environmental 
Biodiversity & Land Use 23 
Carbon Emissions  65 
Climate Change Vulnerability 11 
Electronic Waste 1 
Net Zero 10 
Opportunities in Clean Tech 6 
Opportunities in Green Buildings 3 
Opportunities in Renewable Energy 5 
Packaging Waste 13 
Product Carbon Footprint 13 
Resource Management 4 
Supply Chain—Environmental 18 
Toxic Emissions & Hazardous Waste 2 
Water Management 9 
Other 4 
Social 
Diversity & Inclusion 57 
Employee Health & Safety 8 
Human Capital Development 58 
Insuring Health & Demographic Risk 2 
International Norms 2 
Labor Management 28 
Modern Slavery 8 
Opportunities in Communications 1 
Opportunities in Financial Inclusion 1 
Opportunities in Healthcare 4 
Opportunities in Nutrition & Healthier 
Products 

5 

Privacy & Data Security 17 
Product Safety & Quality 16 
Responsible Investment 2 
Stakeholder Engagement 3 
Supply Chain—Social 15 
Other 5 

 

Theme/Category Engagements 
Governance 
Accounting 1 
Anti-Competitive Practices 3 
Board Independence 13 
Board Level Diversity 24 
Business Ethics 7 
Combined CEO Chair 8 
Corruption & Instability 1 
Crisis Management 8 
Entrenched Board 8 
International Norms 2 
One Share One Vote 5 
Organizational Culture 19 
Pay 60 
Proxy Access 1 
Right to Call Special Meetings 2 
Sanctions 3 

 

Please refer to the following legal disclosures. 
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