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Executive summary

In this paper, we review the financial performance of MSCI ESG Ratings in global (MSCI ACWI Index)
and developed markets (MSCI World Index) over the course of their history of 11 and 17 years,
respectively.

A key difference between MSCI ESG Ratings and traditional market-risk factors such as value or
momentum is the fact that MSCI ESG Ratings assess corporate risk rather than market risk. Our
study was therefore based on both a fundamental performance assessment (how differences in ESG
ratings were associated with differences in earnings and profitability) and a stock-price performance
assessment. This is important to understand to what extent (if observed) better corporate-earnings
fundamentals were transmitted into better market performance, which we called the “transmission
channel.”

Using a standard quintile analysis on MSCI ESG scores (controlled for sectors, regions and company
size), we found that companies with higher MSCI ESG Ratings outperformed their lower-rated
counterparts across both the MSCI ACWI Index and the MSCI World Index over the study periods of
11 and 17 years, respectively.

It is interesting to highlight that the total MSCI ESG Rating showed a stronger and less volatile
outperformance than the individual, E, S and G pillar scores, which means the aggregation of
environmental, social and governance risk issues into a total ESG score has added financial value.

We saw similar results when looking at the performance of MSCI ESG Ratings quintiles in the four
subregions of the MSCI ACWI Index: North America, Europe, Pacific and emerging markets (EM).

We found that this outperformance of companies with higher MSCI ESG Ratings existed even when
controlling for equity-style factors using the MSCI GEMLT ESG factor model, which means there has
been an ESG performance effect in global equity markets that cannot be attributed to traditional
factors.

Our fundamental performance analysis looked at whether the observed outperformance was due to
a relative increase in valuation levels of companies with higher MSCI ESG Ratings over lower-rated
ones (which could be an indication of a self-fulfilling “bubble” in companies with higher ESG ratings)
or due to better earnings fundamentals. We observed that the outperformance was not driven by
valuation effects but by better earnings growth and higher dividend yields of companies with higher
MSCI ESG Ratings.

We also looked at the historical performance of standard MSCI ESG indexes in global equity
markets. We observed that during the study period, all standard MSCI ESG indexes showed an
outperformance over their MSCI ACWI parent index. Using performance attribution based on the
MSCI GEMLT ESG model, we found that performance was partly due to the ESG factor return and
partly due to other style and industry factors.

© 2024 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document.
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Introduction

The objectives and scope of different methodologies for ESG ratings in the market vary; and, not
surprisingly, their impact on the performance of portfolios can vary substantially too (Friede et al.
2015, Berg et al. 2023). Unlike the approach of many other ESG scoring systems, MSCI ESG Ratings’
methodology is focused purely on measuring companies’ exposure to and management of
financially material risks and opportunities that could potentially affect their earnings and therefore
their stock or bond price.

MSCI ESG Ratings have been in place for global developed equity markets (as measured by the

MSCI World Index) since 2007 and for global developed and emerging markets (the MSCI ACWI
Index) since 2013. Given this history of over 11 years of ratings, questions investors often ask are
centered around performance: How have MSCI ESG Ratings performed since their inception and how
have the related MSCI ESG indexes performed?

In this paper, we provide a review of MSCI ESG Ratings covering fundamental performance (i.e.,
earnings), stock-price performance and risk characteristics, as well as the corresponding review of
the performance of MSCI ESG indexes. Looking at both fundamental and market-price performance
is essential since there are important differences between MSCI ESG Ratings and traditional market
risk factors such as momentum or value. While market-risk factors are a direct assessment of a
stock’s market risk, MSCI ESG Ratings are a corporate risk assessment.

A complete performance analysis should therefore assess the transmission channels from
differences in ESG characteristics to differences in corporate fundamental performance to market-
price performance, as proposed in Giese et al. (2018) and summarized in Exhibit 1. Here, the authors
identified and tested three transmission channels, covering performance, company-specific risks
and the systematic risks companies are exposed to. Simply put, transmission channels help to
explain to what extent any differences observed in market risk and performance between companies
with high and low MSCI ESG Ratings may be due to differences in corporate fundamentals, such as a
company’s ability to drive earnings or protect their earnings from business risks. In this paper, we
therefore consider both the corporate fundamental performance and market performance of
companies in the MSCI ACWI Index.

Exhibit 1: Transmission channels of how ESG may affect financial performance and risk

MSCI ESG Ratings:
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MSCI ESG Ratings and stock-price performance

One of the most-used approaches to test the impact of an indicator on market-price performance is
quintile analysis. To be precise, we sorted companies in the MSCI ACWI universe according to their
industry-adjusted ESG scores. To also control for size and regional biases, these industry-adjusted scores
were further adjusted for company size (Exhibit A1 in appendix) and region — North America, Europe,
Pacific and EM. The quintiles therefore reflect companies according to their industry-, size- and region-
adjusted ESG scores. Our analysis used equal-weighted quintiles to ensure performance results were not
driven by a few large caps such as Apple Inc. or Microsoft Corp.

Exhibit 2 shows that companies in the highest quintiles for MSCI ESG Ratings for the MSCI ACWI Index
have consistently outperformed those companies in the lowest quintile over the last 11 years.

It is worth highlighting that while all three pillars — E, S and G — showed a positive performance effect
over the study period, their aggregate scores showed the strongest performance effect. In addition, the
performance of the total MSCI ESG Ratings was also more consistent over time than the individual pillars
whose performance showed greater variation. This variation at pillar level can be explained by the
stronger residual exposures of pillar scores to other financially relevant factors (such as industry or
countries) than for the total ESG score. We will investigate factor exposures in the next section.

Overall, the results indicate that the industry-specific aggregation of E, S and G key issues has added
financial value and consistency over time. Previous research by Lee et al. (2020) has shown that this
added value came from the industry-specific selection and weighting of key risk issues in the MSCI ESG
Ratings methodology. For instance, the authors showed that a hypothetical ESG-rating methodology that
simply equal weights E, S and G pillar scores for each company in the rating would not have shown
outperformance at the aggregate ESG-rating level.

Exhibit 2: Cumulative performance of highest- vs. lowest-rated ESG quintiles in the MSCI ACWI Index
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Quintiles are created every month based on adjusted scores: Pillar scores are first z-scored by Global Industry Classification
Standard (GICS®) sector and region (North America, Europe, Pacific and EM subindexes of the MSCI ACWI Index) and then
size-adjusted. For industry-adjusted ESG scores, we controlled for size and region bias. The next month’s performance (in
local return) of the quintiles is calculated. The graph shows the cumulative difference between the top and bottom quintiles’
performance. Data from Dec. 31, 2012, to Dec. 29, 2023. Source: MSCI ESG Research
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It is worth noting that the outperformance of top-ESG-rated companies over their bottom-rated peers was
consistent across both developed markets (DM) — Europe, North America and Pacific — and EM, as
shown in Exhibit 3.

Exhibit 3: Cumulative performance of highest- vs. lowest-rated ESG quintiles in sub-regions
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Quintiles are created every month based on adjusted scores: Industry-adjusted ESG scores are size-adjusted and quintiles are
created per region (North America, Europe, Pacific and EM subindexes for MSCI ACWI and North America, Europe and Pacific
for MSCI World). Europe, North America, Pacific and EM are only size-adjusted. The next month’s performance (in local
return) of the quintiles is calculated. The graph shows the cumulative difference between the top and bottom quintiles’
performance. Data from Dec. 31, 2012, to Dec. 29, 2023. Source: MSCI ESG Research

Comparing regional performance, we found that the Pacific region showed the strongest level of
outperformance while North America showed the lowest. In aggregate, the performance of EM was
similar to DM, though slightly lower.

ESG factor performance

One of the limitations of quintile analysis is that we are not able to control for all other factor exposures,
e.g., equity style factors. For instance, previous research (Giese et al. 2021) found that MSCI ESG Ratings’
positive correlation to the quality and residual-volatility factors was relevant for explaining performance
results of ESG portfolios.

To probe deeper into the performance of MSCI ESG Ratings, we integrated the z-scores of MSCI ESG
scores (ranging from -3 to 3) on the global MSCI ACWI IMI universe into the MSCI Barra factor model (the
MSCI GEMLT ESG model). This allowed us to disentangle the ESG performance from the performance of
all other factors, as shown in Exhibit 4. We observed that the cumulative ESG factor performance was
about 5% per unit of factor exposure (which ranges from -3 to 3) over the observation period. This means
that there has been a positive performance effect of MSCI ESG Ratings in global equity markets that
cannot be explained by traditional equity factor exposures.

© 2024 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document.
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Exhibit 4: Cumulative factor return (%) per unit of factor exposure of MSCI ESG z-scores
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The chart shows the cumulative performance of the MSCI ESG factor (defined as the z-score of the MSCI ESG industry-
adjusted ESG score) in the MSCI Global Equity Factor Model + ESG (GEMLT ESG) model per unit of factor exposure. Data
from Dec. 31, 2012, to Dec. 29, 2023. Source: MSCI ESG Research

We also observed that the ESG factor performance showed considerable volatility over the study period
with some very strong performance years (e.g., 2019 and 2020) and some years showing
underperformance (e.g., 2015 and 2023). One of the reasons for this volatility is the fact that in the
underlying multilinear regression-model, performance results are influenced by many other factors in the
model, some of which can be quite volatile.

In the following section we analyze to what extent these findings from the factor model are in line with
companies’ fundamental earnings performance in the MSCI ACWI Index.

Fundamental performance

Based on the transmission channels outlined in Exhibit 1, we probed deeper into the fundamental
explanation for the observed performance characteristics of MSCI ESG Ratings. One of the key questions
we wanted to assess is whether the positive performance contribution could be caused by market
crowding in companies with high MSCI ESG Ratings, which could put investors in ESG portfolios at risk.
To assess these questions, Giese et al. (2021) proposed to decompose total equity returns of ESG
portfolios into three fundamental drivers: earnings growth, multiple expansion and dividend yields:

Total equity return = earnings growth +  P/E expansion + dividend yield (1)

\ J
|

price return

Market crowding in companies with high MSCI ESG Ratings would manifest itself in price-to-earnings
(P/E) expansion driving stock returns. The authors found however that during the study period from May
2013 till November 2020, the outperformance of companies with high MSCI ESG Ratings in the MSCI
ACWI universe was mainly due to higher levels of earnings growth and slightly higher dividend yields,
while there was no sign of P/E expansion driving outperformance.

© 2024 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document.
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To assess whether this observation still held between 2013 and 2023, we looked at the time series of the
quintile 5 to quintile 1 ratio of earnings over stock price. If this ratio increases over time, it means that
companies with higher MSCI ESG Ratings have been growing earnings per unit of market cap at a faster
rate than lower-rated companies. By contrast, if the ratio is falling, it means that higher-rated companies
have seen a relative expansion in valuation multiple compared to lower-rated companies.

The analysis in Exhibit 5 shows that, on average, the earnings-per-price ratio has been volatile but
increasing during the study period, which means there was no evidence of crowding in companies with
high MSCI ESG Ratings driving performance. Instead, performance was led by earnings growth.

Exhibit 5: Trend of earnings / price ratio of quintile 5 vs quintile 1 in the MSCI ACWI Index
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Quintiles are created every month based on adjusted scores: ESG score is size-adjusted and quintiles are created per region
(North America, Europe, Pacific and EM subindexes of the MSCI ACWI Index). Trend is calculated using three-year moving
averages of earnings per share for each quintile. Data from Jan. 1, 2013, to Dec. 29, 2023. Source: MSCI ESG Research

We also looked at differences in dividend yields from two angles. First, whether ESG scores at time t were
predictive of higher dividend yields over the following period [t, t+1y]. The corresponding quintile analysis
(Exhibit A2 in appendix) showed companies with higher MSCI ESG Ratings did display higher dividend
yields over the following one-year period.

Second, we looked at the simultaneous return decomposition at time t into changes in valuation, earnings
growth and dividend yield over the same time period. Therefore, in addition to the valuation term shown in
Exhibit 5 we looked at the ratio of dividend yields for quintile 5 versus quintile 1 (Exhibit 6).

© 2024 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document.
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Exhibit 6: Trend of dividend yield of quintile 5 vs. quintile 1 in the MSCI ACWI Index
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Quintiles are created every month based on adjusted scores: ESG score is size-adjusted and quintiles are created per region
(North America, Europe, Pacific and EM subindexes of the MSCI ACWI Index). Trend is calculated using three-year moving
averages of dividend yield for each quintile. Data from Jan. 1, 2013, to Dec. 29, 2023. Source: MSCI ESG Research

We found higher and slightly increasing dividend yields for companies with higher MSCI ESG Ratings
compared to those with lower ratings, which means the quintile 5 versus quintile 1 difference between
total equity returns was higher than the difference in price return.

MSCI ESG Ratings’ performance across sectors

MSCI ESG Ratings adopt a highly industry-specific approach in that in each industry the most financially
material key issues are selected when calculating the ratings. Looking at the performance of MSCI ESG
Ratings per sector is therefore important to assess to what extent the selected key issues actually
materialized in stock-price performance.

We looked at quintile performance differences per sectors in the MSCI ACWI Index using size- and
regional-adjusted ESG scores as before (Exhibit 7).

© 2024 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document.
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Exhibit 7: Cumulative performance of highest- vs. lowest-rated ESG companies across sectors
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Quintiles are created every month based on adjusted scores: Industry-adjusted ESG scores are size-adjusted and quintiles are
created per region (North America, Europe, Pacific and EM subindexes of the MSCI ACWI Index). The next month’s
performance (in local return) of the quintiles is calculated. The graph shows the cumulative difference between the top and
bottom quintiles’ performance. Data from Dec. 31, 2012, to Dec. 29, 2023. Source: MSCI ESG Research
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We noted substantial differences in performance across sectors with companies with higher MSCI ESG
Ratings outperforming in eight out of 11 sectors. Of the other three sectors, consumer staples showed a
flat performance, while energy and real estate showed a slight underperformance.

It is interesting to highlight the performance of the three most carbon-intensive sectors: energy, utilities
and materials. The awareness of climate transition as a potential risk in carbon-intensive sectors has
increased over the past decade, and consequently companies’ exposure and management of climate-
transition risks has a higher relative weight in the MSCI ESG Ratings assessments here than in other
sectors, as shown in previous research.

The materials and utilities sectors showed a clear outperformance for companies with a high MSCI ESG
Rating — in line with the intuition that climate change is an increasingly important risk — while in the
energy sector the performance difference was slightly negative, despite it being one of the most exposed
sectors in the climate transition.

To probe deeper into what could explain this performance difference in carbon-intensive sectors, we
looked at sector performance in DM and EM separately (Exhibit A3 in appendix), which showed an
interesting result: In all three carbon-intensive sectors in DM, companies with higher MSCI ESG Ratings
clearly outperformed, while in EM the reverse was true and these companies underperformed.

What could explain this discrepancy between DM and EM?

In both DM and EM, we saw increasing levels of climate-related policies and regulation to promote the
low-carbon transition of the economy. EM and DM are however at different stages in their shift away from
fossil fuels. For instance, EM have higher relative exposure to coal and many of these countries are still
expanding the use of coal for energy production (Shakdwipee et al. 2023) — in parallel with increasing
their use of renewable energy sources. One conjecture that may explain the observed performance
difference between DM and EM is therefore the different policy and market environment for carbon-
intensive activities.

© 2024 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document.
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MSCI ESG Ratings’ performance in developed markets

MSCI ESG Ratings’ history in DM is longer than in EM, dating back to 2007. We therefore ran the quintile
performance analysis for the DM equity universe as defined by the MSCI World Index, shown in Exhibit 8.

The analysis was size- and region-neutral based on three DM subregions: North America, Europe and
Pacific.

Exhibit 8: Performance of highest- vs. lowest-rated ESG quintiles in the MSCI World Index
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Quintiles are created every month based on adjusted scores: Industry-adjusted ESGs scores are size-adjusted and quintiles
are created per region (North America, Europe and Pacific subindexes of the MSCI World Index). The next month’s
performance (in local return) of the quintiles is calculated. The graph shows the cumulative difference between the top and
bottom quintiles’ performance. Data from Dec. 29, 2006, to Dec. 29, 2023. Source: MSCI ESG Research

The analysis over a 17-year period showed similar results as in global markets over an 11-year period:
Companies with higher MSCI ESG Ratings outperformed their lower-rated counterparts with similar levels
of variation: There were some years of very strong outperformance (e.g., 2016, 2021 and 2022) and some
years with underperformance (e.g., 2010, 2011 and 2023).

MSCI ESG Ratings’ performance during times of crisis

MSCI ESG Ratings have not only been studied in terms of their relevance for financial performance but
also for their risk characteristics. Our previous research (Giese et al. 2019), based on a similar quintile
analysis, showed that companies with high MSCI ESG Ratings had lower levels of stock-specific risk (as
measured by their residual volatility, stock-price kurtosis or likelihood of extremely large drawdowns) and
lower levels of systematic risks (as measured by variability of corporate earnings or systematic stock-
price volatility in the MSCI GEMLT factor model).

While these results are conceptually important, investors may be more interested to understand whether
MSCI ESG Ratings have shown outperformance when actual risks occur. During the 11-year study period,
two major crises happened: the COVID-19 pandemic in 2020 and the outbreak of the Russia-Ukraine war
in 2022. Both crises led to a huge repricing of equities as well as strong sectoral shifts. For example, the
Russia-Ukraine war led to a strong boom in energy stocks.

Exhibit 9 compares the pure ESG factor return in the global GEMLT ESG factor model and the
corresponding U.S. model for the study period to the factor return during 2020 and 2022.

© 2024 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document.
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Exhibit 9: ESG factor performance for global and US markets
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GEM ESG refers to the ESG factor in the MSCI Global Equity Factor Model, US ESG refers to the ESG factor in the MSCI
USA Equity Factor Model. Data as of Dec. 29, 2023. Source: MSCI ESG Research

It is interesting to note that during both crises, the ESG factor return in the global model and U.S. model
has been positive. This means during both crises, positive exposure to companies with higher MSCI ESG
Ratings (all other factors being controlled for) added financial performance. There is a difference,
however, in the extent of this performance effect: During the COVID-19 pandemic in 2020, the ESG factor
return was higher than in any other year during the study period, while during the outbreak of the Russia-
Ukraine war it was positive but below the 11-year average.

Performance of MSCI ESG indexes

MSCI ESG Ratings have been used in the calculation of various MSCI ESG indexes. These indexes are
based on the parent (MSCI ACWI Index or a regional sub-index) and companies selected or weight-tilted
based on their MSCI ESG Ratings, as explained in the note under Exhibit 10. The study period for this
analysis starts at the end of May 2013 when the live track record of the MSCI ACWI ESG Leaders Index
started (the live track coverage of the MSCI ACWI Index with MSCI ESG Ratings started at the end of
2012).

© 2024 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document.
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Exhibit 10: Active performance of MSCI ESG indexes vs. the MSCI ACWI Index
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The MSCI ESG Universal Index represents an ESG-weight-tilt approach; MSCI ESG Leaders Index uses a 50% best-in-class
sector approach; MSCI SRI Index uses a 25% best-in-class sector approach; and MSCI ESG Focus Index uses an optimized
approach designed to maximize ESG exposure. The data shows the actual performance for each index plus back-tested
performance for those indexes with less than 10 years of track record. MSCI ACWI ESG Leaders Index has been live since
June 6, 2013; MSCI ACWI SRI Index since March 24, 2014, MSCI ACWI ESG Universal Index since Feb. 8, 2017; MSCI ACWI
ESG Focus Index since June 25, 2018. Data from May 31, 2013, to Dec. 29, 2023. Source: MSCI ESG Research

Exhibit 10 shows the actual performance of the MSCI ACWI ESG Leaders Index plus back-tested
performance for those indexes with less than 10 years of track record. All MSCI ESG indexes were
observed to outperform their benchmark. The performance attribution in Exhibit 11 shows that this
outperformance can partially be attributed to the MSCI ESG Ratings and partially to other equity style-
factor exposures.

Exhibit 11: Active performance attribution for MSCI ESG indexes

MSCI ACWI MSCI ACWI MSCI ACWI MSCI ACWI
ESG Universal ESG Leaders ESG Focus ESG SRI
Active 0.38 0.16 0.44 1.04
Styles 0.33 0.32 0.36 0.43
of which ESG 0.10 1015 0.18 1028
Industries 0.18 0.07 -0.01 0.04
Countries 0.06 0.05 -0.01 0.00
Specific 0.00 -0.24 0.14 0.70

Factor attribution based on MSCI GEMLT ESG model. Data from May 31, 2013, to Dec. 29, 2023. Source: MSCI ESG Research

© 2024 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document.
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We also looked at the performance of MSCI ESG indexes in the four subregions — the U.S.," Europe,
Pacific and EM (Exhibit A4 in appendix). We found that all ESG index variants in all regions had positive
outperformance over their respective parent index with only two exceptions: The MSCI North America
ESG Leaders and the MSCI Pacific SRI Indexes showed a slight underperformance. However, the
corresponding performance attribution (Exhibit A3 in appendix) revealed that for all indexes in all four
subregions the MSCI ESG Rating had shown a positive contribution to performance and the related
underperformance of the two aforementioned indexes was due to other factor exposures.

Previous research (Nagy and Giese 2020) has also illustrated that the MSCI ESG indexes had especially
strong outperformance versus their parent index during the outbreak of the COVID-19 pandemic in the
first quarter of 2020, before and after controlling for other equity style-factor exposures.

Conclusion

In 2023, the history of MSCI ESG Ratings reached 11 years in global markets and 17 years in DM. Our
performance analysis in global and DM has shown that companies with higher MSCI ESG Ratings have
outperformed their lower-rated counterparts both before and after controlling for region, size and equity
style-factor exposures. We also observed that this performance was not due to increasing valuation
levels, which could be an indication of crowding in companies with higher MSCI ESG Ratings. Instead, the
positive performance was mainly due to better earnings fundamentals. The positive performance
contribution was also observed during crises — the COVID-19 pandemic and the outbreak of the Russia-
Ukraine war.

The observed performance of MSCI ESG Ratings was also noticeable in MSCI ESG indexes that use MSCI
ESG Ratings to either tilt or select components within the parent MSCI ACWI Index according to their ESG
profile. During the study period, most of these indexes outperformed their benchmark and all of the
indexes outperformed their benchmark after controlling for equity style-factor exposures.

T We used USA instead of North America since all standard MSCI ESG indexes exist in regional versions for the USA but not for North
America.
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Exhibit A1: Size Adjustment of ESG Descriptors

Calculation process

Regarding the MSCI ESG scores as well as E, S, and G pillar scores and
underlying Key Issue scores, we neutralized the observed positive correlation to
size by using the following regression process:

Let Sizdenote the ESG descriptor of company i at time t to be size-neutralized,
and let Mcapi: denote its market capitalization in USD at time t.

Then, for every year tin our study period, we estimate a linear regression model
across the benchmark universe of companies B; of the following form:

Si = a, + b log(Mcap,,) + &, Vi€ B,.

The monthly regression coefficients a: and b: are estimated using a least-
squares methodology. The coefficient b: indicates the degree of size bias in the
ESG descriptor at time t.

Definition of size-adjusted descriptors

From the construction, the company-specific residuals ¢;, of the regression show
no correlation to the size of companies in the benchmark universe. Therefore, we
employed these residuals as size-adjusted ESG-descriptors S

‘gft = &t Vt,l EBI-

. J
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Exhibit A2: Dividend yield per ESG score quintile in MSCI ACWI

02 2 - T T
L T
T

zZ-score

1

-0.1 i
2 3 4 5
quintiles
Median —— Min-Max (capped at 1.5 of IQR)
—— Current O  Outliers

[ Interquartile Range

Size- and region-adjusted ESG score quintiles are created at time t and the realized dividend yield over the following
one-year period is measured per quintile. Data from Dec. 31, 2012, till Dec. 29, 2023. Source: MSCI ESG Research
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Exhibit A3: Cumulative performance of top- vs. bottom-rated companies across sectors in
developed markets (above) and emerging markets (below)
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Exhibit A4: Active performance attribution for MSCI ESG indexes in four subregions

North North North
America America America ESG
ESG SRI Universal
Leaders
Active -0.16 0.87 0.37
Styles 0.31 0.37 0.23
of which ESG 0.16 0.28 0.09
Industries 0.03 -0.13 0.29
Countries 0 -0.02 0
Specific -0.47 0.71 -0.09
EM ESG EM ESG EM SRI EM ESG
Focus Leaders Universal
Active 0.6 0.97 1.77 0.33
Styles 0.43 0.39 0.71 0.24
of which ESG 0.21 0.15 0.31 0.08
Industries 0.01 0.27 0.52 0.03
Countries 0.02 -0.37 -0.27 -0.15
Specific 0.2 0.59 1.02 0.19

Pacific ESG Pacific SRI Pacific ESG
Leaders Universal

Active 0.01 -0.24 0

Styles 0.27 0.33 0.16

of which ESG 0.15 0.28 0.08

Industries -0.08 -0.12 -0.1

Countries 0.32 0.07 0.04

Specific -0.14 -0.29 -0.02
Europe ESG | Europe SRI Europe ESG
Leaders Universal

Active 0.44 1.66 0.53

Styles 0.32 0.39 0.19

of which ESG 0.14 0.23 0.08

Industries 0.17 0.35 0.1

Countries 0.21 0.2 0.17

Specific -0.18 0.76 0.12

Factor attribution based on MSCI GEMLT ESG model. Data from May 31, 2013, to Dec. 29, 2023. Source: MSCI ESG
Research
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About MSCI

MSClI is a leading provider of critical decision
support tools and services for the global
investment community. With over 50 years of
expertise in research, data and technology, we
power better investment decisions by enabling
clients to understand and analyze key drivers of risk
and return and confidently build more effective
portfolios. We create industry-leading research-
enhanced solutions that clients use to gain insight
into and improve transparency across the
investment process.

About MSCI ESG Research Products and Services

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

To learn more, please visit www.msci.com.
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Notice and disclaimer

This document is research for informational purposes only and is intended for institutional professionals with the analytical resources and tools
necessary to interpret any performance information. Nothing herein is intended to promote or recommend any product, tool or service.

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. All rights in the
Information are reserved by MSCI and/or its Information Providers.

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 may include “Signals,” defined as quantitative attributes or the product of methods or formulas that describe or are derived from
calculations using historical data. Neither these Signals nor any description of historical data are intended to provide investment advice or a
recommendation to make (or refrain from making) any investment decision or asset allocation and should not be relied upon as such. Signals are
inherently backward-looking because of their use of historical data, and they are not intended to predict the future. The relevance, correlations and
accuracy of Signals frequently will change materially.

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. The calculation of indexes and index returns may deviate from the stated methodology. 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 msci.com.

MSCI ESG Research LLC is a Registered Investment Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI Inc. 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 a recommendation to make (or refrain from making) any kind of investment
decision and may not be relied on as such, provided that applicable products or services from MSCI ESG Research may constitute investment advice.
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. MSCI ESG and climate ratings, research and data are produced
by MSCI ESG Research LLC, a subsidiary of MSCI Inc. MSCI ESG Indexes, Analytics and Real Estate are products of MSCI Inc. that utilize information
from MSCI ESG Research LLC. MSCI Indexes are administered by MSCI Limited (UK).

Please note that the issuers mentioned in MSCI ESG Research materials sometimes have commercial relationships with MSCI ESG Research and/or
MSCI Inc. (collectively, “MSCI") and that these relationships create potential conflicts of interest. In some cases, the issuers or their affiliates purchase
research or other products or services from one or more MSCI affiliates. In other cases, MSCI ESG Research rates financial products such as mutual
funds or ETFs that are managed by MSCI’s clients or their affiliates, or are based on MSCI Inc. Indexes. In addition, constituents in MSCI Inc. equity
indexes include companies that subscribe to MSCI products or services. In some cases, MSCI clients pay fees based in whole or part on the assets they
manage. MSCI ESG Research has taken a number of steps to mitigate potential conflicts of interest and safeguard the integrity and independence of its
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research and ratings. More information about these conflict mitigation measures is available in our Form ADV, available at
https://adviserinfo.sec.gov/firm/summary/169222.

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 S&P Global Market Intelligence. “Global
Industry Classification Standard (GICS)” is a service mark of MSCI and S&P Global Market Intelligence.

MIFID2/MIFIR notice: MSCI ESG Research LLC does not distribute or act as an intermediary for financial instruments or structured deposits, nor does it
deal on its own account, provide execution services for others or manage client accounts. No MSCI ESG Research product or service supports, promotes
or is intended to support or promote any such activity. MSCI ESG Research is an independent provider of ESG data.

Privacy notice: For information about how MSCI collects and uses personal data, please refer to our Privacy Notice at https://www.msci.com/privacy-
pledge.

© 2024 MSClI Inc. All rights reserved.


https://www.msci.com/privacy-pledge
https://www.msci.com/privacy-pledge

	Executive summary
	Introduction
	MSCI ESG Ratings and stock-price performance
	MSCI ESG Ratings’ performance across sectors
	MSCI ESG Ratings’ performance in developed markets
	MSCI ESG Ratings’ performance during times of crisis
	Performance of MSCI ESG indexes
	Conclusion
	References
	Appendix

