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Over 200 global investors utilize MSCI ESG Research to screen for countries subject to sanctions.  MSCI 
ESG Research is monitoring developments related to the Russia and Ukraine situation and is continually 
updating our tools and analysis to reflect the changing regulatory environment.  This document 
provides a brief overview of the current tools and analysis available from MSCI ESG Research to help 
clients monitor this issue.   

What sanctions related to the Ukraine political situation have been imposed? 
 

As of August 5, 2014: 

 United States 

Following the annexation of Crimea by Russia in March 2014, U.S. President Barrack Obama 
issued 3 Executive Orders (EO):  
 

 EO 13660 (March 2014) ordered sanctions against persons “who have asserted 
governmental authority in the Crimean region without the authorization of the 
Government of Ukraine; that threaten the peace, security, stability, sovereignty and 
territorial integrity; and contribute to the misappropriation of its assets”.  

 EO 13661 (March 2014) expanded sanctions to target certain Russian government 
officials deemed responsible for the invasion and annexation of Crimea;  individuals or 
entities involved in the Russian arms sector or related sectors in Russia; and any 
individual or entity that is "owned or controlled by” or supports any such Russian 
official.  

 EO 13662 (March 2014) further expanded the scope of the sanctions to target additional 
individuals and entities contributing to the situation in Ukraine.   
 

In relation to new sanctions levied against specific entities, The U.S. Office of Foreign Assets 
Control (OFAC) created the Sectoral Sanctions Identifications (SSI) List that includes entities 
operating in certain sectors of the Russian economy as identified by the Secretary of the 
Treasury.  OFAC has also designated additional Russian entities under its Specially Designated 
Nationals (SDN) list’s Ukraine program. 
 
The U.S. Office of Foreign Assets Control (OFAC) has also frozen U.S. assets of the individuals and 
entities subject to sanctions under the above EOs. 
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 European Union (EU) 
 

 In March 2014, the EU Council froze assets and banned travel for former Ukrainian 
government officials it deemed responsible for misappropriation of funds and human 
rights violations in Ukraine. Additional sanctions were later imposed against Russian and 
Ukrainian government officials that the EU determined pose threat to territorial 
integrity, sovereignty and independence of Ukraine. 

 
 In July 2014, the EU Council acted to add additional sanctions against entities and 

persons who actively provide support or who are benefiting from the Russian 
involvement in the destabilization of Eastern-Ukraine.  As of July 25, 2014, the number 
of persons sanctioned in connection to the ongoing conflict in Ukraine is 87 while the 
number of entities is 20.  

 

 Canada 
 

 In April 2014, Canada announced sanctions relating to Ukraine and Russia under the 
Special Economic Measures Act (SEMA).   
 

 In July 2014, Canada expanded the number of sanctioned entities subject to SEMA. 

 

 United Kingdom, Norway, and Switzerland 
 

 In March 2014, the United Kingdom and the Norwegian Government adopted restrictive 
measures against individuals they deemed responsible for actions that undermine or 
threaten the sovereignty and territorial integrity of Ukraine.  Both Governments have 
since expanded the list of sanctioned individuals. 

 
 The Swiss State Secretariat of Economic Affairs refrained from formal sanctions but 

implemented a ban on the individuals identified under the EU sanctions from using 
brokers or other "financial intermediaries" in Switzerland to conduct any new business.  
In August, 2014, Switzerland updated the list of “banned” individuals to include 87 
individuals and 20 organizations. 

 

 Japan 
 

 Following Russia’s decision to recognize a referendum in Crimea, the cabinet of 
Japanese Prime Minister Abe announced a series of sanctions aimed at that country. In 
March 2014, Japan stopped negotiations with Russia regarding visa restrictions, a space 
agreement, and prevention of military activities. 
 

  In August 2014 Japan announced additional sanctions against 40 individuals and 2 
groups that the country has identified as being involved in the destabilization of Eastern 
Ukraine. 
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What tools are available to help investors identify entities falling under the 
new and developing sanctions related to Ukraine and Russia?  

MSCI ESG Research’s Global Sanctions screens are designed to aid institutional investors interested in 
screening for companies that have involvement in countries including Cuba, Iran, North Korea, Sudan, 
Syria, and now Ukraine-related. These screens are designed to assist MSCI ESG clients to meet mandates 
specific to U.S. states as well as mandates issued by federal governments.  

Applying MSCI ESG Research’s current Global Sanctions research process, we note the following 
developments related to Ukraine and Russia:  
 

 As a result of Executive Orders issued by President Barack Obama between March 2014 and July 
2014, the U.S. Department of the Treasury’s Office of Foreign Assets Control (OFAC) has added 
Ukraine to its list of regions of concern and identified certain entities and individuals involved in 
controversial Ukraine-related actions to a list of Specially Designated Nationals (SDNs).  In July 
2014, OFAC issued a separate list (the Sectoral Sanctions Identifications list) that contains 
includes additional designated entities.  
 

 Additional sanctions against individuals and entities have been levied by the Canadian 
Government under the Special Economic Measures Act, and against individuals by member 
states of the European Union, and Japan.   
 

 Between March 2014 and July 2014, the above mentioned governments have gradually 
increased both the intensity and the scope of Ukraine related sanctions. 

 
Asset owners and managers working on their behalf may be required to comply with relevant sanctions 
levied by their governments.       
 
MSCI ESG Research maintains the following factors within the MSCI ESG Global Sanctions service 
designed to identify publically listed and bond-issuing private entities that may be sanctioned by the 
United States (US), Canada and European Union (EU): 
 
OFAC – Ukraine-Related: identifies equity and bond-issuing entities that have paid a penalty or have 
reached a settlement with the U.S. Department of the Treasury Office for Foreign Asset Control (OFAC) 
for actual, alleged, or apparent violations of OFAC sanctions related to Ukraine.   The relevant factors 
include 
 

 OFAC - Ukraine-Related Designated Entity (Values are SDN, SSI, or Any) 
 

 OFAC - Ukraine-Related (Penalties or Settlements related to OFAC violations) 
 

 OFAC - Ukraine-Related Designated Entity Company Profile 
 

SEMA Russian Sanctions: identifies equity and bond-issuing entities that have been sanctioned under 
Canada’s Special Economic Measures Act (SEMA).  The relevant factors include: 
 

 SEMA – Ukraine 
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 SEMA – Russia 
 

 SEMA - Company Profile 
 

EU Russian Sanctions: identifies equity and bond-issuing entities that have been sanctioned by the EU. 
The relevant factors include: 
 

 EU – Russia Designated Entity (Values are Annex: 269/2014, Annex: 833/2014, or Any) 

 EU – Russia Designated Entity Company Profile  

How often does MSCI ESG Research update its analysis related to entities 
contravening sanctions already in place?  
 
MSCI ESG Research continually tracks the development of sanctions issued by various governmental 
bodies, specifically focusing on the U.S., European Union, Japan, Switzerland, and at the U.S. state level.  
The MSCI ESG Research tracking process is outlined in Figure 1 and is led by the Global Sanctions 
research team: 

Figure 1: MSCI ESG Research Global Sanctions Monthly Research Process 
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Beyond sanctioned entities, what MSCI ESG Research tools are available to 
investors monitoring their portfolio exposure to Russia and Ukraine? 
 

MSCI has a robust set of investment decision support tools designed to help institutional investors gain 
greater insight into their portfolio exposure to Russia and Ukraine.  The MSCI Economic Exposure 
Security Modules apply a simple and transparent method for quantifying a firm’s economic exposure to 
the range of countries and regions that it generates its revenues from. This approach aims to achieve 
consistency despite t disparities in the way companies report their revenues across geographic 
segments. In general, MSCI estimates a firm’s economic exposure using its reported revenues and the 
corresponding GDP weights for each geographic segment.  
 
The MSCI Economic Exposure Security Data Modules have coverage of over 8700 companies across the 
large, mid and small cap segments within the developed, emerging and frontier markets. The economic 
exposure data offer fresh insights on the geographic exposures of stocks to various regions and can s 
potentially support multiple needs of Asset Owners, Investment Consultants, Asset Managers, Broker-
Dealers and Risk Managers in the investment process including: 
 
» Understanding Economic Exposures of Policy Benchmarks 
» Active Portfolio Management 
» Risk Management 

For details on the MSCI Economic Exposure Index for Russia, please see MSCI Factsheet, Russian 
Economic Exposure Index. 

 

MSCI ESG Research has assessed the revenue and asset exposure of companies in the MSCI ACWI Index 
to Russia and Ukraine.  The chart in Figure 2 displays the exposure of companies within the MSCI ACWI 
universe that have more than five percent of their assets located in, or revenues tied to, Russia. Note 
that companies domiciled in Russia are not included in the analysis.  

MSCI ESG Research has also leveraged our ESG Sovereign Ratings research to analyze the reliance of 
European countries on oil and gas supplies from Russia and from other politically-unstable sources.  By 
combining energy source data against political instability, energy reserves, consumption trends, and 
renewable energy investment targets, MSCI’s ESG Research has identified countries it believes are well 
positioned to weather sudden political disruptions to energy supply and those who may be more energy 
vulnerable.  

For details of the analysis, please see MSCI ESG Research Issue Brief, Oil Thirst and Political Instability: 
Energy Security in Europe. 

http://www.msci.com/resources/factsheets/MSCI_Russian_Exposure_Brochure.pdf
http://www.msci.com/resources/factsheets/MSCI_Russian_Exposure_Brochure.pdf
http://www.msci.com/resources/research_papers/msci_esg_issue_brief_oil_thirst_and_political_instability_energy_security_in_europe.html
http://www.msci.com/resources/research_papers/msci_esg_issue_brief_oil_thirst_and_political_instability_energy_security_in_europe.html
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Figure 2: of MSCI ACWI Companies with >5% Revenue or Asset Exposure to Russia 

As of March 31, 2014 

 

 

Source: MSCI ESG Research, Thomson 

 

Is MSCI ESG Research monitoring human rights abuses or other 
contravention of international norms of behavior that may be associated with 
the violence taking place in Ukraine?  

MSCI ESG Research continually tracks and assesses allegations of human rights abuses and an array of 
other ESG controversies.  The research is accessible through our ESG Impact Monitor and Global Norms 
Screening products, and is also incorporated where relevant into our ESG Ratings (IVA) research. 

As of May 6, MSCI ESG Research has identified no human rights violations associated with the Ukraine 
situation that have been linked to a company in our coverage universe.  The only ESG controversy case 
arising from the Ukraine situation falls under the Corporate Governance issue for Rosneft, due to the 
inclusion of the company’s CEO on the U.S. OFAC list of Specially Designated Nationals. 

As of May 6, 2014, 17 of the 20 Russia-domiciled issuers on the MSCI Emerging Markets Index have been 
implicated in ESG controversies within the last three years, with 85 individual controversy cases 
currently being tracked by our team (see Figure 3). Of the 85 cases, two are assessed to be Very Severe, 
and 14 are assessed to be Severe. 
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Industry Assets (USD Million)

Energy 65,721                                  

Banks 28,193                                  

Materials 8,490                                    

Utilities 5,054                                    

Capital Goods 2,822                                    

Industry Revenue (USD Million)

Utilities 5,826                                    

Capital Goods 4,074                                    

Food Beverage & Tobacco 3,095                                    

Telecommunication Services 1,996                                    

Banks 1,936                                    
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Figure 3: ESG Controversies Associated with Russian-Domiciled Companies, by Severity (n=85), as of 
April 30, 2014  

 

Source: MSCI ESG Research 

 

The two companies with Very Severe controversy cases are Lukoil (for Anti-Competitive Practices) and 
Norilsk Nickel (for Toxic Emissions & Waste).  

The most common controversy areas for these Russian companies are Anti-Competitive Practices (18 
cases), Toxic Emissions & Waste (15 cases), and Bribery & Fraud (15 cases). 

MSCI ESG clients can easily identify and monitor ESG controversies associated with Russian-domiciled 
companies on the MSCI ESG Manager platform under the Issuer or Screener tabs or by setting up Alerts. 

 
Emily Lawrence and Linda-Eling Lee 

  

http://esgmanager.msci.com/esgmanager
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Contact Us 
esgclientservice@msci.com 

Notice and Disclaimer 
 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 “Informat ion 
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 liabil ity 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 indices, 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 Inc. and Barra LLC, may be used in calculating certain MSCI equity indexes.  More information 
can be found in the relevant standard equity index methodologies on www.msci.com.  

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

 MSCI ESG Research Inc. 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 neither MSCI nor any of its products or services is 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, FEA, InvestorForce, 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. 

About MSCI ESG Research 
MSCI ESG Research products and services are designed to provide in-depth research, ratings and analysis of environmental, social and governance-related business 
practices to companies worldwide. Ratings and data from MSCI ESG Research are also used in the construction of the MSCI ESG Indexes. MSCI ESG Research Inc. is a 
Registered Investment Adviser under the Investment Advisers Act of 1940. 

Americas  Europe, Middle East & Africa Asia Pacific  

 +1.212.804.5299  +44.207.618.2510  +612.9033.9339  

http://intranet/departments/marketingcommunications/brandingandtemplates/Templates/esgclientservice@msci.com
http://www.msci.com/
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About MSCI  
MSCI Inc. is a leading provider of investment decision support tools to investors globally, including asset managers, banks, 
hedge funds and pension funds. MSCI products and services include indexes, portfolio risk and performance analytics, and ESG 
data and research.  

The company’s flagship product offerings are: the MSCI indexes with over USD 9 trillion estimated to be benchmarked to them 
on a worldwide basis

1
; Barra multi-asset class factor models, portfolio risk and performance analytics; RiskMetrics multi-asset 

class market and credit risk analytics; IPD real estate information, indexes and analytics; MSCI ESG (environmental, social and 
governance) Research screening, analysis and ratings; and FEA valuation models and risk management software for the energy 
and commodities markets. MSCI is headquartered in New York, with research and commercial offices around the world. 
1
As of March 31, 2014, as reported on June 25, 2014, by eVestment, Lipper and Bloomberg 

 
 

 

 


