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1. MSCI Overview
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MSCI Overview

1 As of March 31 2020; defined as each share class of an exchange traded fund, as identified by a separate Bloomberg ticker. Only primary listings, and not cross-listings, are counted. 2 MSCI Inc. as of March 2020.

Employees

3,500+

Active Clients

7,800+

Global Locations

35

Years in Business

50

▪ Performance attribution 
services

▪ Risk Analytics

▪ Global market information 

▪ Indexes

Global leader in Real Estate 
investment tools

In over 32 markets worldwide

Coverage spanning $2 trillion  
of private real estate assets

Private 
Real Estate

▪ ESG Issuer & Fund Ratings

▪ ESG Screening & 
Controversies

▪ ESG Governance Metrics

▪ Climate Solutions

▪ Climate Value at Risk

▪ Sustainable Impact

World’s largest provider of ESG 
data, research and indexes2

Over 1,500 ESG equity and 
fixed income indices use MSCI 
ESG Research ratings and 
data2

ESG & 
Climate Research

▪ MSCI ACWI Index

▪ MSCI World Index

▪ MSCI Emerging Markets 
Index

▪ Factor Indexes

▪ ESG and Climate Indexes

▪ Thematic Indexes

1300+ ETFs are based on 
MSCI indexes, more than 
any other index provider1

230,000+ indexes calculated 
daily

12,000+ in real time

Indexes

▪ Risk Management

▪ Asset Allocation

▪ Fixed Income Analytics

▪ Multi-asset Class Factor 
Models

MSCI Global Risk and 
Performance Engine runs up 
to 1 trillion calculations/day

2 million time series

70+ million client positions

50+ global FI markets

Analytics

3
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MSCI: A Global Index Powerhouse

MSCI is a leading provider of 
investment decision support 
tools to over 7,800 clients 
worldwide, ranging from large 
pension plans to boutique 
hedge funds

MSCI continues to leverage its 
deep understanding of the 
world's financial markets to 
turn data-driven insights into 
products and services 
designed to help our clients 
make more informed 
investment decisions

MSCI is dedicated to 
supporting the increasingly 
complex needs of the 
investment community with 
groundbreaking new products, 
high quality data, superior 
distribution and dedicated 
client support

MSCI is proud of its reputation 
as a pioneer in the index and 
risk management space

MSCI Global 
Climate Indexes

MSCI Fixed 
Income Indexes

MSCI Adaptive 
Multiple-Factor 
Indexes

2019

MSCI FaCS

MSCI China A 
Inclusion

MSCI ESG 
Screened 
Indexes

2018

MSCI ESG 
Universal 
Indexes

MSCI Factor 
ESG Target 
Indexes

2017

MSCI 
Diversified 
Multiple-Factor 
Indexes

MSCI Adaptive 
Hedge Indexes

2015

MSCI Multi-
Factor Indexes

2013

MSCI Economic 
Exposure 
Indexes

2012

MSCI ESG 
Indexes

2010

MSCI Global 
Investable 
Markets 
Indexes 
Methodology

MSCI Factor 
Indexes

MSCI Global 
Islamic

2007

Global Industry 
Classification 
Standard 
(GICS*)

1999

MSCI All 
Country Indexes 
(DM & EM)

1995

MSCI Emerging 
Market Index 
(EM)

1987

MSCI Developed 
Market Indexes 
(DM)

1969

The capital 
International 
Indexes are 
published, the 
first set of 
global stock 
market indexes 
for non-US 
markets.

1968

MSCI 
Sustainable 
Impact Indexes

MSCI Women’s 
Leadership 
Indexes

2016
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MSCI Equity Index Categories

▪ All Country (DM+EM)

▪ Developed Markets 
(DM)

▪ Emerging Markets  
(EM)

▪ Frontier Markets  (FM)

▪ Domestic

– US

– China

– Australia

▪ Tradable

– Asia APEX

– EM 50

– FM 100

▪ Large Cap

▪ Mid Cap

▪ Standard (Large + Mid)

▪ Small Cap

▪ SMID (Small + Mid)

▪ IMI (Large+ Mid + 
Small)

▪ Micro Cap (DM Only)

▪ All Cap (DM Only)

Sector Indexes

▪ Sector

▪ Industry

▪ Sub-industry

▪ Real Estate

Style Indexes

▪ Value

▪ Growth

▪ ESG Leaders

▪ ESG Focus

▪ ESG Universal

▪ ESG Screened

▪ SRI

▪ Low Carbon

▪ Ex-Controversial  
Weapons

▪ Ex Tobacco 
Involvement

▪ Ex Fossil Fuel

▪ Faith Based

▪ Climate Change

▪ Global Environment

▪ KLD 400 Social

▪ Sustainable Impact

▪ Women’s Leadership

▪ Governance Quality

▪ Volatility

▪ Yield

▪ Quality

▪ Momentum

▪ Value

▪ Size

▪ Growth

▪ Multifactor

▪ Growth Target

▪ Factor ESG Target

▪ Megatrends

▪ Micro Themes

▪ Macro Themes

▪ Faith based

▪ GICS based themes

▪ Others 

▪ Capped

– 10/40

– 25/50

– Standard Capped

▪ Hedged & Currency

– Hedged

– FX Hedged

– Global Currency

▪ Short & Leveraged 
(Daily)

▪ Risk Control

▪ Regional and Country 
Selection

▪ GICS Selection

▪ Rule-based security
selection

▪ Equity Screening

▪ Custom Weighting

▪ Custom Special Tax
rates

▪ Stock exclusions

▪ Custom ESG

▪ Custom Factor

▪ Custom Thematic

▪ Custom Delivery and 
File Format

Country & Regional 
Indexes

Size
Indexes

Sector and Style
Indexes

ESG and Climate indexes Factor Indexes
Thematic
Indexes

Strategy Indexes 
Custom 
Indexes

5
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Our Index Awards*

*Awards as of June 2020

Asia Risk Awards - 2020
Best Index Provider of the year

Institutional Asset Management 
Awards 2020
Best Product Innovation and 
Best Global Index Provider 

Environmental Finance Green Bond 
Awards 2017-2020
Best Green Bond Index

Financial News Trading & Technology 
Awards 2019
Index Provider of the Year

ETF.com 2018 (awarded in 2019)
Index Provider of the Year

ETF.com 2018 (awarded in 2019) 
Best Index Provider Website 

Institutional Asset Management 
Awards 2019
Best Product Innovation and Best 
Global Index Provider 

Asian Investor Asset Management 
Awards 2019
Best Global Index Provider 

Environmental Finance Green Bond 
Awards 2019
Best Index - Bloomberg Barclays MSCI 
Green Bond Index

6
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Market leader with ETP Providers

1 All data as of March 31, 2020; defined as each share class of an exchange traded fund, as identified by a separate Lipper ID. Only primary listings, and not cross-listings, 
are counted. MSCI does not guarantee the accuracy of third party data.

2 Factor category excludes market-cap based traditional growth and value styles. 7

More than $710 billion in assets in over 1,300 funds linked to MSCI Indexes globally

YTD 2020 Highlights

1,300+ 110+
Funds with over $1bn in assets

80
ETP partners

15
Funds

#1 in new equity fund launches:

Funds

#1 in net equity flows and share in:

$12bn
ESG

81%

#1 in equity assets linked in the following categories:

linked to MSCI 
equity indexes

$710bn

Equity ESG

$37bn
Factors

$108bn

EM

$148bn
International

$523bn
Real Estate

$29bn $4bn

#1 in fixed income assets linked to:

Fixed Income ESG Indexes

in cumulative 5Y flows

$375bn+
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Market leader with ESG ETP Providers

1 All data as of March 31, 2020; defined as each share class of an exchange traded fund, as identified by a separate Lipper ID. Only primary listings, 

and not cross-listings, are counted. MSCI does not guarantee the accuracy of third party data. 8

#1 ESG Index Provider by assets for Equity and Fixed Income

Next competitor growth

3x
5Y asset CAGR

90% 180
Funds

25
ETP partners

YTD 2020 Highlights

$7bn
Integration

$4bn
Values

$5bn
USA

#1 in net equity ESG flows exposure for:

EM
$5bn$12bn

ESG
81% 95%83%

linked to equity ESG 
indexes

$37bn

Values
$20bn

Integration
$17bn $4bn

#1 in total net equity ESG flows including the following categories:

#1 in total equity ESG assets linked including the following categories: #1 in fixed income assets linked to:

Fixed Income ESG Indexes

10/10
Top funds by flows
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Building effective benchmarks

Benchmark Best Practice

Benchmark Objectives

Robust
Governance

Advanced 
Methodology

and Quality Data

High 
Transparency

Continuous 
Innovation

Broad
Consultation 
and Superior 
Client Service

Accurate and objective
Replicable and investible

Fair to all investors
Current and reliable

Cost effective

9
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Standard asset allocation Framework from which MSCI 
equity Indexes are built

MSCI ACWI IMI INDEX
(8,682 constituents)

MSCI World Index
23 Developed Markets

5,971 constituents

MSCI Emerging Markets Index
26 Emerging Markets

2,711 constituents

Americas Europe & 
Middle East

Pacific Americas Europe & 
Middle East

Asia Pacific

Canada
United States

Austria
Belgium
Denmark
Finland
France
Germany
Ireland
Israel
Italy
Netherlands
Norway
Portugal
Spain
Sweden
Switzerland
United
Kingdom

Australia
Hong Kong
Japan
New Zealand
Singapore

Argentina*
Brazil
Chile
Colombia
Mexico
Peru

Czech Republic
Egypt
Greece
Hungary
Poland
Qatar
Russia
Saudi Arabia*
South Africa
Turkey
UAE

China**
India
Indonesia
Korea
Malaysia
Pakistan
Philippines
Taiwan
Thailand

World Standard

1,642 constituents
77% of ACWI IMI

World Small Cap

4,329 constituents
11.5% of ACWI IMI

EM Standard

1,136 constituents
10.2% of ACWI IMI

EM Small Cap

1,575 constituents
1.3% of ACWI IMI

10
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2. ESG Investing & 
Indexes
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ESG investing is growing significantly…why now?

*United Nations Principles for Responsible Investing

HERE’S WHY:

UN PRI* Has Grown to Over 1,900 Signatories 
with $81.7 Trillion In AUM

As of Q1 2020, 120% growth *YOY in ETF AUM 
tracking MSCI ESG indexes
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1. Investors have 
become less tolerant of 

corporate 
ESG incidents

(e.g. Volkswagen, Equifax)

4. Improved 

ESG 

Ratings

(e.g. better data and 
longer history)

3. ESG as financially 
relevant

(e.g. more links 
between ESG factors 

and improved risk-
adjusted returns)

2. Regulation is shifting

(e.g. EU Sustainable 
Action Plan)
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Asset owner adoption of MSCI ESG Indexes

1 Based on publicly available information or press releases published from 2014 to date. Some of the examples listed have not publicly disclosed allocations and are not included in this total
13

Approximately $270 bn allocated to investments tracking / benchmarked to MSCI ESG equity & fixed income indexes since 20141

2014 2015 2016 2017 2018

GPIF
Commenced 

with 3% of 
domestic equity 
MSCI Japan ESG 
Select Leaders 
Index + MSCI 

Japan 
Empowering 

Women

Swiss Re
$130bn 

Active listed equity 
and credit 

MSCI ESG Leaders 
+ Bloomberg 

Barclays MSCI 
Corporate 

Sustainability
AP4

Targeting 
100% of equity 

portfolio 
allocation by 

2020 
MSCI Low 

Carbon indexes

CalSTRS
Committed 
$2.5bn to

MSCI ACWI 
Low Carbon 
Target Index

UK EAPF
$400m 

MSCI World 
Low Carbon 

Target 
Index

AMF
MSCI ACWI 

ESG Leaders 
policy 

benchmark

Taiwan BLF
$2.4bn 

MSCI ACWI 
ESG Factor 
Mix Index

New Zealand 
Super

40% of indexed 
equity portfolio 
MSCI custom 
Low Carbon 

Index

Migros
$4.5bn

MSCI ACWI 
ex China 

ESG 
Universal

Willis Towers 
Watson
$750M 

MSCI ACWI ex 
Thermal Coal 

Adaptive Capped 
ESG Universal 

Index

United Nations 
Pension Fund
MSCI ACWI Ex 

Tobacco Ex 
Controversial 

Weapons policy 
benchmark

Ontario 
Teachers 

Pension Fund
MSCI ACWI Ex 

Canada Ex 
Tobacco policy 

benchmark

2020

Fonds de 
solidarité FTQ 

announced 
integration of 

MSCI World Low 
Carbon ESG 

Target Screened 
Index

Brunel Pension 
Partnership:

MSCI low-carbon 
target index for 

indexed low-
carbon equities

Ilmarinen
ESG 

benchmark 
indices based 

on MSCI’s 
sustainability 

ratings

London 
Borough of Tower 

Hamlets: 
MSCI World Low 
Carbon Target 

Index benchmark 
for its Low 

Carbon indexed 
Global Equity 

mandate
London 

Borough of 
Hackney: 
MSCI Low 

Carbon 
Target index 

fund

Ilmarinen 
invested $2.2 

Bn in ETFs 
linked to 

MSCI ESG 
Leaders

VBV 
Approximately 

$0.9bn
MSCI World 
Low Carbon 

Target

PenSam
adopts MSCI 

Climate 
Index for 
€4.8bn 
equities 
portfolio

2019

Swiss Federal 
Pension Fund 

PUBLICA:
MSCI custom 

climate efficient 
index for its equity 
portfolio. Based on 
transition risk and 

physical risk
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What are the main drivers for ESG investing?

Integration

Incorporate ESG criteria to 
enhance long-term return, 
manage ESG financial risk

Financial returns

ESG criteria

Values & 
Preferences

Financial 
Returns

Values & 
Preferences

Financial 
Returns

Align portfolio with investor’s 
ethical or political values

Generate measurable social or 
environmental benefits as well 

as financial returns

Values

Impact

“Incorporating ESG may 
improve our investment 

results”

“Our investments 
should reflect 

our clients’ values”

“We want our 
investments to make a 
difference in the world”

Investment Objectives Individual Objectives

14
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ESG Equity & Fixed Income Indexes

* Planned for Q2

MSCI ESG Equity
MSCI ESG Fixed Income & 

Bloomberg Barclays MSCI

• ESG Universal

• ESG Leaders

• ESG Focus

• Low Carbon 

• Climate Change

• SRI, KLD 400 Social

• ESG Screened

• Ex Controversial Weapons

• Ex Tobacco Involvement

• Ex Fossil Fuel

• Faith Based

In
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e
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s
Im

p
a

c
t

Bloomberg Barclays MSCI

• Green Bonds

• Sustainable Impact

• Global Environment

• Women’s Leadership

MSCI

• ESG Universal

• ESG Leaders

• Climate Change*

Bloomberg Barclays MSCI

• ESG Weighted

• Sustainability

Bloomberg Barclays MSCI

• Socially Responsible (SRI) 

• Faith based

15
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What makes our ESG Index range different?

• KLD400 was the first ESG index (1990)
• Approximately $270 bn allocated to investments tracking / 

benchmarked to MSCI ESG equity & fixed income indexes since 
2014

LONG TRACK 
RECORD

HIGH QUALITY 
RESEARCH

INTEGRATED 
CAPABILITIES

HIGH QUALITY 
DATA

• Largest global ESG Research team including 200+ analysts
• ESG rating focuses on identifying most relevant risks by sector and 

capturing forward-looking management data

• Over 300 MSCI ESG indexes with 5 or more years of live history
• Use of technologies & alternative data sources : 45% of the 

contribution to ESG score come from alternative data sources beyond 
company disclosed data

• In-house ESG index, research and analytics capabilities, supporting 
high data quality and innovation

• Customization capabilities: ESG, Climate, Factor 
• ESG Reporting capabilities via managed services

16



Information Classification: GENERAL Information Classification: GENERAL 

ESG investment objectives drive investors’ ESG data needs

MSCI ESG Research rates* 7,500+ companies (13,000 total issuers including subsidiaries), more 

than 650,000 equity and fixed income securities globally, and 32,000 mutual funds and ETFs 

ESG 

RATINGS

BUSINESS 

INVOLVEMENT 

SCREENING

NORMS & 

CONTROVERSIES 

SCREENING

MSCI ESG RESEARCH 

ESG INTEGRATION SCREENING - VALUES ALIGNMENT

SUSTAINABLE 

IMPACT 

METRICS

IMPACT INVESTING OUTPUT

Company, industry, 
fund, and thematic  

reports

Portfolio analytics

Feeds  & platforms: 
MSCI ESG Manager, 

ESG API, MSCI BEON™ 
Barra©, RiskMetrics©

RiskManager, FactSet,
Barclays POINT, 

RIMES StyleResearch, 
Aladdin

ESG FUND 

RATINGS

GOVERNANCE 
METRICS

ENVIRONMENT 
& SOCIAL 
METRICS 

CARBON 
METRICS 

ACCOUNTING 
METRICS 

GLOBAL SANCTIONS

INVOLVEMENT 
SCREENS

CARBON SCREENING

CONTROVERSIES

GLOBAL NORMS 

ENVIRONMENTAL METRICS

SOCIAL IMPACT METRICS

*Provided by MSCI ESG Research LLC.  MSCI  Equity and Fixed Income ESG Indexes utilize information from, but are not provided by, MSCI ESG 
Research LLC.  MSCI Equity and Fixed Income Indexes are products of MSCI Inc. and are administered by MSCI UK Limited. 17
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ESG Ratings: a key input into ESG Indexes

Sources: MSCI ESG Research

Identify leaders and 
laggards, not business type 

exclusion

Industry-Relative 
ESG Ratings (AAA-CCC)

Focus on most relevant 
ESG factors by industry

Quantitative Approach + 
Annual Consultation

Focus on risk exposure 
not just disclosure

Scoring Models Assess Risk Exposure 
+ Risk Management

Analysis begins with a deep
governance assessment

Ownership, Board, Pay, Accounting, 
Corporate Behavior

EVALUATE CORPORATE 
GOVERNANCE

1

FINAL ESG RATINGS
(AAA-CCC)

4

IDENTIFY KEY ISSUES BY 
INDUSTRY

2 3

SCORE KEY ISSUES
(0-10)

18



Information Classification: GENERAL Information Classification: GENERAL 

MSCI ESG Indexes
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50%
BB

A
25%

Exclusions
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Standardized ESG disclosures

Metrics based on final TEG report

MSCI ESG Indexes utilize information from, but are not provided by, MSCI ESG Research LLC.  MSCI Equity Indexes are products of MSCI Inc. and are administered by MSCI UK Limited.

MSCI is promoting ESG transparency: 
• ESG Metrics publicly available for more than 40,000 MSCI EU Regulated benchmarks
• ESG rating publicly available for more than 36,000 funds
• ESG rating available for 2,800 companies

20
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3. MSCI World Select 
Catholic Principles 
ESG Universal and 
Environment Index 

21
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Index Overview

22

The MSCI World Select Catholic Principles ESG Universal and Environment Index is designed to represent the performance of a strategy that aims
to select companies having lower carbon exposure and higher Environmental, Social and Governance (ESG) performance than that of the broad
market, while excluding companies that are involved in controversial businesses like weapons, gambling, adult entertainment, etc.

The Index also excludes companies that are involved in abortion and contraceptives, stem cell research, and animal testing.

1 Parent Index: MSCI World Index

2 ESG Eligibility Criteria 

3 Securities Selection

4 Security Weighting
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Index Construction

23

Parent Index: MSCI WORLD

Values Based 
Exclusions

Companies that meet the 
below values- based criteria 
are excluded from the Index

▪ Controversial Weapons
▪ Stem Cells 
▪ Nuclear Weapons
▪ Gambling
▪ Abortions and 

Contraceptives 
▪ Adult Entertainment
▪ Animal Welfare

Securities Selection

Pick the stocks of companies 
with:

▪ Low carbon emission 
intensity score 

▪ Low potential emissions 
per dollar of market 
capitalization

Securities weighting

As a final step, securities 
included in the index are re-
weighted in accordance with 
the MSCI ESG Universal 
Indexes methodology. 

At each rebalancing, each 
security weight is calculated 
in the following way:

Security Weight = Combined 
ESG Score * Mkt Cap Weight 
in the Parent Index 

ESG Ratings & 
Controversies score 

Eligibility

Companies involved in 
serious controversies 
concerning the 
environmental, social, or 
governance impact of their 
operations and/or 
products and services are 
excluded

Companies are required to
have an ESG 
Controversies Score ≥ 3 & 
an ESG Rating ≥ BB 

1

2 2 3 4
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Key Metrics

24
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Absolute & Relative Performance

25
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Active Regional Exposure

26
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ESG Metrics Comparison (1)

27
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ESG Metrics Comparison (2)

28
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Appendix
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Focus: Values - Based Exclusions (1/2) 

➢ Controversial Weapons:

• All companies with any tie to Controversial Weapons (cluster munitions, landmines, depleted uranium weapons, biological/chemical weapons,
blinding lasers, non-detectable fragments and incendiary weapons).

➢ Stem Cell:

• Companies that conduct stem cell research with cells derived from human fetal tissue & human embryos.
• Companies that develop or produce products for scientific research specifically on embryonic or fetal stem cells, such as technology that

isolates or regulates the growth and proliferation of stem cells.
• Companies that use fetal cell lines in the development of vaccines and other biologics, such as therapeutic proteins and gene therapy

products.

➢ Nuclear Weapons:

• Companies that manufacture key nuclear weapons components, nuclear weapons, including nuclear warheads, intercontinental ballistic
missiles, and ballistic missile submarines, which are capable of the delivery of nuclear warheads.

➢ Gambling:

• Companies that own or operate gambling facilities (e.g. casinos, racetracks…)
• Companies that provide key products or services fundamental to gambling operations (e.g. slot machines, roulette wheels…), gambling-related

services such as credit lines, and casino management and consultation that have earned more than 10% revenue from providing key products
or services fundamental to gambling operations.

30
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Focus: Values - Based Exclusions (2/2) 

➢ Abortion and Contraceptives:

• Companies engaged in the development or manufacture of products that may be used as abortifacients.
• Companies that own or operate a facility where an abortion has been performed within the last three fiscal years.
• Companies that derive more than 10 % of revenue from the manufacturing or licensing of contraceptives.

➢ Adult Entertainment:

• Companies that produce, direct, or publish adult entertainment materials (Producer of X-rated films, Producer of Pay-per-view programming or
channels, Producer of sexually explicit video games, Producer of books or magazines with adult content, Live entertainment of an adult nature,
Producer of adults-only material on the internet) and have derived any revenue from adult entertainment.

• Companies that retail adult entertainment products through specialty stores or online sites
• Companies that have derived more than 10% revenue from adult entertainment and distribute sexually explicit products and services, including

X-rated movies and videos, printed materials, television programs, and online products. This includes companies providing cable channels and
television for adult viewing only. Companies in the hospitality industry are also included if they offer 'adults only' films for in-room viewing
through pay-per-view services.

➢ Animal Welfare:

• Companies that conduct animal testing for non-pharmaceutical products such as cosmetic, personal care, and household cleaning products;
and do not disclose statements in support of researching or employing alternatives to animal testing (i.e. other methods of ensuring product
safety that do not include the use of animals in experiments) or statements or policies addressing the welfare of animals used for laboratory
testing.

31
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Focus: Securities Selection- Low Carbon Leaders 

➢ Low carbon emission intensity:

To select companies with low exposure to carbon emissions, the Parent Index constituents are ranked by the carbon emission intensity, and the top 20% of
securities, by number, are excluded from the Index. The cumulative weight of securities excluded from any sector is less than 30% of the weight of the
sector in the Parent Index

➢ Low potential emissions per dollar of market capitalization:

To select companies with low exposure to fossil fuel reserves, the Parent Index constituents are ranked by the potential carbon emissions per dollar of the
market capitalization of the company. Securities are excluded until the cumulative potential carbon emission of the excluded securities reaches 50% of the
sum of the potential carbon emission of the constituents of the Parent Index.

As defined by MSCI Global Low Carbon Leaders methodology, companies with low exposure to carbon risk are identified as companies with 
low carbon emission intensity and low potential emissions per dollar of market capitalization

32
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Focus: Security Weighting - ESG Universal Tilt

33
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A rapidly evolving regulatory framework in Europe

*Source: http://europa.eu/rapid/press-release_IP-19-1418_en.htm
**The MSCI Provisional Climate Indexes are not Climate Transition or Paris Aligned Benchmarks because the requirements published in the TEG Final 
Report have not been passed by the European Commission
***There is no obligation for Index providers to calculate a Paris Aligned Benchmark and that Index providers should endeavor to develop Climate
Transition Benchmark
1, 2 & 3: While MSCI has been involved in the consultation process, the Indexes reflect the requirements of the TEG Final Report
TEG Final Report: https://ec.europa.eu/info/sites/info/files/business_economy_euro/banking_and_finance/documents/190930-sustainable-finance-teg-
final-report-climate-benchmarks-and-disclosures_en.pdf

In February 2019, a political agreement was reached 
between the European Council and the Parliament to 
create a new category of financial benchmarks. This 
regulation was one of the first to be adopted as part of 
the European Sustainable Finance Action plan. The 
regulation includes:

1. The creation of two benchmarks focusing on 
climate change* : 

1. EU Climate Transition Benchmarks
2. EU Paris-Aligned Benchmarks

2. Greater transparency on ESG integration for 
benchmark providers 

1. ESG information in benchmark statement
2. Reporting on Paris alignment for all 

benchmarks

MSCI was actively involved in the development of the 
criteria through the consultation process through its
membership to the EU Technical Expert group (TEG)1

OVERVIEW OF THE NEW REGULATION
WHAT DOES IT MEAN FOR MSCI 

INDEXES?

• MSCI responded to the consultation on 
TEG’s interim report in Aug 2019. The 
final TEG report reflects MSCI’s feedback 
and suggestions on a number of interim 
guidelines

• The EU Sustainable Finance TEG final 
report on climate benchmarks and 
disclosures were published on 30th Sep 
2019

• On November 7, 2019, MSCI launched 
two provisional methodologies aligned 
with the TEG guidelines:

1. MSCI Provisional Climate 
Change EU Climate Transition 
Indexes2

2. MSCI Provisional Climate 
Change Paris Aligned Indexes3
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How markets price ESG
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ESG Rating Model: Key Issues
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This document and all of the information contained in it, including without limitation all text, data, graphs, charts (collectively, the “Information”) is the property of MSCI Inc. or its subsidiaries (collectively, “MSCI”), or MSCI’s licensors, direct or indirect suppliers or any third party involved in making 
or compiling any Information (collectively, with MSCI, the “Information Providers”) and is provided for informational purposes only.  The Information may not be modified, reverse-engineered, reproduced or redisseminated in whole or in part without prior written permission from MSCI. 

The Information may not be used to create derivative works or to verify or correct other data or information.   For example (but without limitation), the Information may not be used to create indexes, databases, risk models, analytics, software, or in connection with the issuing, offering, sponsoring, 
managing or marketing of any securities, portfolios, financial products or other investment vehicles utilizing or based on, linked to, tracking or otherwise derived from the Information or any other MSCI data, information, products or services.  

The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information.  NONE OF THE INFORMATION PROVIDERS MAKES ANY EXPRESS OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE INFORMATION (OR THE RESULTS TO 
BE OBTAINED BY THE USE THEREOF), AND TO THE MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, EACH INFORMATION PROVIDER EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT LIMITATION, ANY IMPLIED WARRANTIES OF ORIGINALITY, ACCURACY, 
TIMELINESS, NON-INFRINGEMENT, COMPLETENESS, MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE INFORMATION.

Without limiting any of the foregoing and to the maximum extent permitted by applicable law, in no event shall any Information Provider have any liability regarding any of the Information for any direct, indirect, special, punitive, consequential (including lost profits) or any other damages even if 
notified of the possibility of such damages. The foregoing shall not exclude or limit any liability that may not by applicable law be excluded or limited, including without limitation (as applicable), any liability for death or personal injury to the extent that such injury results from the negligence or 
willful default of itself, its servants, agents or sub-contractors.  

Information containing any historical information, data or analysis should not be taken as an indication or guarantee of any future performance, analysis, forecast or prediction.  Past performance does not guarantee future results.  

The Information should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions.  All Information is impersonal and not tailored to the needs of any person, 
entity or group of persons.

None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), any security, financial product or other investment vehicle or any trading strategy. 

It is not possible to invest directly in an index.  Exposure to an asset class or trading strategy or other category represented by an index is only available through third party investable instruments (if any) based on that index.   MSCI does not issue, sponsor, endorse, market, offer, review or 
otherwise express any opinion regarding any fund, ETF, derivative or other security, investment, financial product or trading strategy that is based on, linked to or seeks to provide an investment return related to the performance of any MSCI index (collectively, “Index Linked Investments”). MSCI 
makes no assurance that any Index Linked Investments will accurately track index performance or provide positive investment returns.  MSCI Inc. is not an investment adviser or fiduciary and MSCI makes no representation regarding the advisability of investing in any Index Linked Investments.

Index returns do not represent the results of actual trading of investible assets/securities. MSCI maintains and calculates indexes, but does not manage actual assets. Index returns do not reflect payment of any sales charges or fees an investor may pay to purchase the securities underlying the 
index or Index Linked Investments. The imposition of these fees and charges would cause the performance of an Index Linked Investment to be different than the MSCI index performance.

The Information may contain back tested data.  Back-tested performance is not actual performance, but is hypothetical.  There are frequently material differences between back tested performance results and actual results subsequently achieved by any investment strategy.  

Constituents of MSCI equity indexes are listed companies, which are included in or excluded from the indexes according to the application of the relevant index methodologies. Accordingly, constituents in MSCI equity indexes may include MSCI Inc., clients of MSCI or suppliers to MSCI.  Inclusion 
of a security within an MSCI index is not a recommendation by MSCI to buy, sell, or hold such security, nor is it considered to be investment advice.

Data and information produced by various affiliates of MSCI Inc., including MSCI ESG Research LLC and Barra LLC, may be used in calculating certain MSCI indexes.  More information can be found in the relevant index methodologies on www.msci.com. 

MSCI receives compensation in connection with licensing its indexes to third parties.  MSCI Inc.’s revenue includes fees based on assets in Index Linked Investments. Information can be found in MSCI Inc.’s company filings on the Investor Relations section of www.msci.com.

MSCI ESG Research LLC is a Registered Investment Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI Inc. Except with respect to any applicable products or services from MSCI ESG Research, neither MSCI nor any of its products or services recommends, endorses, 
approves or otherwise expresses any opinion regarding any issuer, securities, financial products or instruments or trading strategies and MSCI’s products or services are not intended to constitute investment advice or a recommendation to make (or refrain from making) any kind of investment 
decision and may not be relied on as such. Issuers mentioned or included in any MSCI ESG Research materials may include MSCI Inc., clients of MSCI or suppliers to MSCI, and may also purchase research or other products or services from MSCI ESG Research. MSCI ESG Research materials, 
including materials utilized in any MSCI ESG Indexes or other products, have not been submitted to, nor received approval from, the United States Securities and Exchange Commission or any other regulatory body.

Any use of or access to products, services or information of MSCI requires a license from MSCI. MSCI, Barra, RiskMetrics, IPD and other MSCI brands and product names are the trademarks, service marks, or registered trademarks of MSCI or its subsidiaries in the United States and other 
jurisdictions.  The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and Standard & Poor’s.  “Global Industry Classification Standard (GICS)” is a service mark of MSCI and Standard & Poor’s.


