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Institutional investors could be overlooking the
climate change risk of ‘cleaner’ industries

London, December 10, 2018 — Institutional investors could be at risk of not fully assessing the
climate change risk of companies in supposed ‘cleaner’ industries, according to research by MSCI Inc.
(NYSE: MSCI), a leading provider of indexes, portfolio construction and risk management tools, and
services for global investors.

Historically, institutional investors’ attention has been on traditional carbon intensive industries
which are directly affected by low carbon transition e.g. fossil fuel-based power generation, coal
mining and oil and gas production®. However, MSCI research suggests there are many companies in
‘overlooked’ industries which were indirectly affected by the transitional risk of climate change
during the study period.

MSCI defines these ‘overlooked’ carbon-dependent industries as those which have low direct carbon
emissions, but high revenue dependence on companies with carbon intensive operations and/or
products. These industries include oil & gas equipment and services, heavy electrical equipment e.g.
steam turbine manufacturers, and auto-parts and equipment.
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*This chart highlights average Scope 1+2 carbon emissions intensity for all GICS Sub-industries and their revenue dependence on
companies with carbon intensive operations and /or products. Itincludes revenue a company derives from following business
activities: oil & gas equipment & services, oil & gas trading, thermal power plant turbine manufacturing, auto-components such as
carburator, piston, piston rings, valves, & electrical equipment for internal combustion engines. Values on both horizontal and vertical
axis are plotted on logarithmic scale.

Remy Briand, Head of ESG, MSCl comments: “Institutional investors may wish to consider both
direct and indirect risks when constructing a portfolio to address potential consequences associated
with the low carbon transition. Our research suggests that companies in these overlooked industries

1 United Nations Principles for Responsible Investment (UNPRI), “How to invest in the low-carbon economy”, June 13,
2018, https://www.unpri.org/climate-change/low-carbon-investing-and-listed-equity-funds/3286.article
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could pose an equally high risk to investors than those from the more traditional high carbon
industries.

“The leaders and laggards in transition risk are not necessarily what investors would expect, as
climate change risk is no longer simply determined by assessing historical carbon footprints. That is
why we have created a set of estimates of climate change risk to help investors thoroughly review
their holdings and engage with companies on their approach to change.”

MSCI seeks to equip investors with the data and research to allow them to reconsider the risk
associated with these industries, by assessing the strength of associated risk management efforts
and to ensure their portfolios really are being accurately and appropriately positioned while being
aligned with the recommendations of the Task Force on Climate-Related Financial Disclosure (TCFD).

The Low Carbon Transition Score, developed by MSCI ESG Research, provides institutional investors
with a zero-10 score, which is designed to consistently measure a company’s exposure to
economically relevant risks and opportunities related to Low Carbon Transition. It covers 8,700+
companies and 95% of the market value of investable equities and bonds?. The Low Carbon
Transition Score is part of MSCI’s suite of climate change solutions including a broad climate change
dataset integrated into risk management and stress testing tools, portfolio-level reporting tools and
indexes.

-ENDS-

About MSCI

For more than 40 years, MSCI’s research-based indexes and analytics have helped the world’s leading investors
build and manage better portfolios. Clients rely on our offerings for deeper insights into the drivers of
performance and risk in their portfolios, broad asset class coverage and innovative research.

Our line of products and services includes indexes, analytical models, data, real estate benchmarks and ESG
research.

MSCI serves 99 of the top 100 largest money managers, according to the most recent P&l ranking.
For more information, visit us at www.msci.com.
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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 MSCl 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 MSCl 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.



