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Introduction
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IntroductionIntroduction

 Globally, investors increasingly seek to invest in accordance with their values—such as 
religious beliefs, moral standards, or ethical views

 Examples of such beliefs are avoidance of sin stocks, respect for human rights, adherence to  an 
international normative standard such as UN Global Compact, etc.

 In response to increasing client demand in this arena, MSCI is proposing to create a family of 
MSCI Global Socially Responsible IndicesMSCI Global Socially Responsible Indices

 These indices will exclude companies that are inconsistent with specific values based criteria

 Additionally, these indices will target companies with high ESG ratings relative to their sector 
peers, to ensure the inclusion of the best‐of‐class companies from an ESG perspectivepeers, to ensure the inclusion of the best of class companies from an ESG perspective

 MSCI welcomes any feedback from the investment community and plans to contact directly 
some market participants to solicit feedback. Please note that the consultation may or may 
not lead to the creation of the MSCI Global Socially Responsible Indices
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Proposed MSCI Global Socially 
Responsible Indices: Methodology
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Proposed Index Construction Methodology: OverviewProposed Index Construction Methodology: Overview

 Transparent, objective and rules‐based methodology

 Universe: MSCI World ESG Index Universe: MSCI World ESG Index

 Values Based Exclusion Criteria: The proposed index will exclude companies that are 
inconsistent with specific values based criteria

 AlcoholAlcohol

 Civilian Firearms

 Gambling

 Military WeaponsMilitary Weapons

 Nuclear Power

 Tobacco

 Adult Entertainment

 GMO

 Minimum ESG rating criteria: The index will only include companies that have an ESG rating of  
“A” or above in order to ensure high ESG quality
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Proposed Index Construction Methodology: UniverseProposed Index Construction Methodology: Universe

 The Universe for the proposed index will be the MSCI World ESG Index

 The index will cover the large and mid (standard) size segments in all the Developed Markets The index will cover the large and mid (standard) size‐segments in all the Developed Markets

 The MSCI World ESG Index targets the highest ESG rated companies, making up 50% of the 
free float adjusted market capitalization in each sector in each region

 Only companies with an ESG rating of “B” or above are eligible for inclusion in the MSCI World ESG y p g g
Index

 This choice of universe ensures that only the best‐of‐class ESG companies in each region and 
sector will be included in the MSCI Global Socially Responsible Index
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Proposed Index Construction Methodology: Values Based Proposed Index Construction Methodology: Values Based 
Exclusion CriteriaExclusion CriteriaExclusion CriteriaExclusion Criteria

 Alcohol

 “Producer” companies that earn 5% or more of revenues from alcohol related activities Producer  companies that earn 5% or more of revenues from alcohol‐related activities

 Civilian Firearms

 All companies classified as “Producer”

“R t il ” i th t 15% f i ili fi “Retailer” companies that earn 15% or more from civilian firearms

 Gambling

 “Operations” and “Support” companies that earn 5% or more of revenues from gambling‐related 
activities

 Military Weapons

 All companies classified as “Nuclear Weapons Systems”, “Nuclear Weapons Components”, “Chemical 
and Biological Weapons Systems”, and “Chemical and Biological Weapons Components”

 All companies classified as a “Cluster Bomb Manufacturer”

 All companies classified as a “Landmine Manufacturer”

 All companies that earn 5% or more from Military Weapons ‐ “Weapons ‐ Global Total Maximum 
Percentage of Revenue”
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Proposed Index Construction Methodology: Values Based Proposed Index Construction Methodology: Values Based 
Exclusion CriteriaExclusion CriteriaExclusion CriteriaExclusion Criteria

 Nuclear Power

 “Utility” companies with 6 000 MW or more of installed nuclear capacity & “Utility” companies with Utility  companies with 6,000 MW or more of installed nuclear capacity &  Utility  companies with 
less than 6,000 MW of installed nuclear capacity that do not have at least the same amount of 
installed capacity in renewable sources

 “Essential supplier”: companies that earn 5% or more of revenues from nuclear‐related activities

 All i i l d i U i Mi i All companies involved in Uranium Mining

 All companies involved in designing nuclear reactors

 Tobacco

 All companies classified as “Producer”

 “Distributor”, “Retailer”, and “Supplier” companies that earn 15% or more from tobacco products

 Adult Entertainment

 All companies classified as “Producer” that earn more than 5% of revenues from this activity

 GMO
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Proposed Index Construction Methodology: Minimum ESG RatingProposed Index Construction Methodology: Minimum ESG Rating

 The proposed index will only include companies that have an ESG rating of “A” or higher*

 This would ensure a high minimum level of ESG performance consistent with the aim of including only This would ensure a high minimum level of ESG performance, consistent with the aim of including only 
the best‐of‐class companies in the index
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* Results obtained using “BBB” as the minimum rating criteria are presented in the appendix



Proposed MSCI Global Socially 
Responsible Indices: Characteristics
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Proposed Index: Summary ResultsProposed Index: Summary Results

 The proposed MSCI World Socially Responsible Index has 422 companies, compared to 786 
companies in the MSCI World ESG Index

 Weight of US drops from 47.5% in the MSCI World ESG Index to 44.4% in the proposed MSCI 
World Socially Responsible Index

#securities MSCI 
World

MSCI 
World 
ESG

After applying 
Values‐based 

exclusion criteria on 
MSCI World ESG

Proposed MSCI 
World SRI (only 
stocks rated "A" 

and above)
CA 101 43 41 22
EU 480 234 222 142

Weight in Index MSCI 
World

MSCI 
World 
ESG

After applying 
Values‐based 

exclusion criteria on 
MSCI World ESG

Proposed MSCI 
World SRI (only 
stocks rated "A" 

and above)
CA 5.4% 6.1% 6.2% 6.2%
EU 29 2% 29 8% 28 9% 28 7%EU 480 234 222 142

PA 487 205 192 151
US 591 304 293 107
Total 1659 786 748 422

EU 29.2% 29.8% 28.9% 28.7%
PA 15.9% 16.6% 16.6% 20.6%
US 49.5% 47.5% 48.3% 44.4%
Total 100.0% 100.0% 100.0% 100.0%
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Proposed Index: Summary ResultsProposed Index: Summary Results

 Average sector coverage (as a % of MSCI World ) for the proposed MSCI World Socially 
Responsible Index is 27.4% versus 47.8% for the MSCI World ESG Index

 The Health Care Sector has the highest coverage, while Utilities has the lowest coverage in the 
proposed Index. Many of the Utilities sector companies that are included in the MSCI World 
ESG Index are rated below “A” and therefore do not qualify for inclusion in the proposed MSCI 
World Socially Responsible Index

Sector Coverage MSCI 
World

MSCI World 
ESG

After applying Values‐
based exclusion 

criteria on MSCI World 
ESG

Proposed MSCI 
World SRI (only 
stocks rated "A" 

and above)ESG and above)
Consumer Discretionary 100.0% 50.4% 47.5% 34.1%
Consumer Staples 100.0% 47.3% 46.2% 29.2%
Energy 100.0% 33.3% 33.1% 9.2%
Financials 100.0% 50.6% 50.6% 25.1%
Health Care 100 0% 51 0% 51 0% 49 9%Health Care 100.0% 51.0% 51.0% 49.9%
Industrials 100.0% 51.2% 50.4% 20.4%
Information Technology 100.0% 49.5% 49.4% 48.2%
Materials 100.0% 49.4% 41.7% 17.3%
Telecommunication Services 100.0% 44.7% 44.7% 11.9%
Utilities 100.0% 44.8% 27.0% 7.9%
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*Pro forma results as of Dec 1, 2010

Utilities 100.0% 44.8% 27.0% 7.9%
Total 100.0% 47.8% 45.9% 27.4%



Proposed Index: Top constituentsProposed Index: Top constituents

 The top five constituents are from the US

 Nine of the top ten constituents belong to the Information Technology  or the Health Care 
sector, reflecting the relatively high ESG performance of these sectors relative to the others

Name Country Region Sector Rating Weight
IBM Corp USA NA Information Technology AA 2.9%
Procter & Gamble Co USA NA Consumer Staples A 2.8%
Johnson & Johnson USA NA Health Care A 2.7%
Google A USA NA Information Technology A 2.2%
Intel Corp USA NA Information Technology A 1.9%
Novartis SWITZERLAND EU Health Care A 1.8%
Oracle Corp USA NA Information Technology A 1.8%
Cisco Systems USA NA Information Technology AA 1.7%
Merck & Co USA NA Health Care A 1.7%
Glaxosmithkline UNITED KINGDOM EU Health Care A 1.6%
Hewlett-Packard Co USA NA Information Technology AA 1.6%
Roche Holding Genuss SWITZERLAND EU Health Care AA 1.5%
McDonald's Corp USA NA Consumer Discretionary A 1.3%
Royal Bank of Canada CANADA NA Financials A 1.2%

S CAbbott Laboratories USA NA Health Care A 1.1%
Standard Chartered UNITED KINGDOM EU Financials A 1.0%
Toronto-Dominion Bank CANADA NA Financials AA 1.0%
BG Group UNITED KINGDOM EU Energy A 1.0%
Westpac Banking AUSTRALIA PA Financials AA 1.0%
Mitsubishi UFJ Fin Grp JAPAN PA Financials A 0 9%
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*Pro forma results as of Dec 1, 2010

Mitsubishi UFJ Fin Grp JAPAN PA Financials A 0.9%



Proposed Index: Risk/Return ProfileProposed Index: Risk/Return Profile

 Back‐testing Approach: Using the same constituents as of today, historical simulations were 
run going back over three years to calculate risk/return characteristics for all the portfolios

 The proposed index gives better returns than both the simulated MSCI World Index* and the 
simulated MSCI World ESG Index. Risk decreases consistently as ESG quality increases

Return Risk Active Risk
Simulated World ‐5.7% 24.8% ‐
Sim lated World ESG 5 0% 24 3% 1 9%

 Based on the Barra Global Equity Model 2 (GEM2)**, the forecasted risk is lower for the 

Simulated World ESG ‐5.0% 24.3% 1.9%
Proposed MSCI World SRI ‐4.7% 21.5% 5.1%
*Data from Dec 2007 to Nov 2010

proposed index compared to the MSCI World Index. Forecasted risk also decreases 
consistently as ESG quality increases

Ex‐Ante Total 
Ri k

Ex‐Ante Active Risk 
MSCIW ldRisk vs. MSCI World

MSCI World Index 22.2% ‐
MSCI World ESG Index 22.0% 1.2%
Proposed MSCI World SRI 20.4% 2.7%
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* Simulated World index calculated using only the constituents as of today, and not actual constituents of the MSCI World Index, for 
comparability purpose

** As of December 31, 2010



Proposed Index: Ineligible Companies based on values Proposed Index: Ineligible Companies based on values 
based criteriabased criteriabased criteriabased criteria

 38 companies from the MSCI World ESG Index (3.9% by weight) are ineligible for inclusion in 
the proposed index based on the values based criteria

 The top five exclusions (by weight) are from Europe

Top 10 Exclusions
Name Region Country Sector Rating Exclusion Reason

Region‐Sector Count Weight in World ESG
CA 2 0.15% Name Region Country Sector Rating Exclusion Reason

BASF EU GERMANY Materials B GMO
LVMH EU FRANCE Consumer Discretionary A Alcohol Producer
Richemont (fin) a EU SWITZERLAND Consumer Discretionary AA Civilian Arms Producer
Iberdrola EU SPAIN Utilities A Utility ‐ Nuclear
Syngenta EU SWITZERLAND Materials BB GMO
Nextera Energy NA USA Utilities BBB Utility ‐ Nuclear

Consumer Staples 1 0.03%
Materials 1 0.12%
EU 12 2.06%
Consumer Discretionary 3 0.64%
Energy 1 0.05%
Information Technology 1 0.01% y

Precision Castparts Corp NA USA Industrials BBB Military Weapons
PG&E Corp NA USA Utilities A Utility ‐ Nuclear
CLP Holdings PA HONG KONG Utilities BBB Utility ‐ Nuclear
Agrium NA CANADA Materials BBB GMO

Information Technology 1 0.01%
Materials 4 1.00%
Utilities 3 0.36%
PA 13 0.60%
Consumer Staples 6 0.19%
Materials 2 0.09%
Utilities 5 0.32%Utilities 5 0.32%
US 11 1.10%
Industrials 1 0.18%
Materials 2 0.10%
Utilities 8 0.82%
Grand Total 38 3.91%
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Consultation Questions
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Consultation QuestionsConsultation Questions

 Is the choice of MSCI World ESG Index as the universe appropriate?

 Are the values based exclusion criteria incorporated in the index methodology in‐
line with global investors’ preferences?

 Is the use of revenue thresholds in the determination of values based exclusions 
appropriate?appropriate?

 Should there be any additional values‐based criteria (such as animal testing)?

 Is the minimum ESG rating of “A” criteria pertinent?
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Risk/Return: BackRisk/Return: Back‐‐tested for regional Socially Responsible tested for regional Socially Responsible 
IndicesIndicesIndicesIndices

 Back‐test simulation results using the same constituents as of today, going back over three 
years are shown below: In Europe, Canada and US, the proposed Socially Responsible indices 
outperform the corresponding simulated regional indexoutperform the corresponding simulated regional index

 For Europe and US, the risk is lower for the proposed Socially Responsible indices compared to 
the simulated regional indices. For Pacific and Canada, the risk numbers are slightly higher for 
the proposed Socially Responsible indices. In case of Canada the higher risk may also be 
attributable to the fact that the proposed MSCI Canada Socially Responsible Index is a slightlyattributable to the fact that the proposed MSCI Canada Socially Responsible Index is a slightly 
concentrated index (22 stocks only)

 For Canada and US, the higher active risk may be attributable to the concentrated nature of 
the portfolios compared to the corresponding simulated regional indices

Return Risk Active Risk
Simulated regional indices
Pacific ‐5.6% 27.4% ‐
Europe ‐10.0% 33.2% ‐
Canada 0.7% 35.8% ‐
US ‐3.5% 29.7% ‐

Simulated regional SRI
Pacific ‐6.8% 28.5% 4.0%
Europe ‐9.2% 30.9% 4.9%
C d 4 5% 36 5% 7 5%
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Canada 4.5% 36.5% 7.5%
US ‐1.4% 25.5% 6.7%
*Data from Dec 2007 to Nov 2010

**Active risk calculated vs. corresponding simulated regional index



Forecasted Risk for regional Socially Responsible IndicesForecasted Risk for regional Socially Responsible Indices

 Based on the Barra GEM2 model*, the forecasted total risk of the proposed regional Socially 
Responsible Indices is lower than the forecasted total risk of the corresponding MSCI regional 
Index for all the regionsIndex for all the regions

 MSCI Pacific Socially Responsible Index has the lowest forecasted risk among all regions

 MSCI Europe Socially Responsible Index has the lowest forecasted active risk among all 
regionseg o s

Region MSCI Regional Index 

Ex‐Ante Total Risk
Ex‐Ante Total 

Risk
Ex‐Ante Active Risk 
vs. Regional Index

Regional SRI

g
Pacific 20.5% 19.9% 2.9%
US 22.8% 20.8% 4.0%
Europe 26.2% 25.3% 2.8%
Canada 26.6% 25.6% 5.5%
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Number of securities: By sector in each regionNumber of securities: By sector in each region
#securities

MSCI 
World

MSCI 
World ESG

World SRI ‐ 
BBB and above

Proposed MSCI 
World SRI

 There are 422 companies in the proposed 
MSCI World SRI

#securities World World ESG BBB and above World SRI
CA 101 43 35 22
Consumer Discretionary 7 5 5 4
Consumer Staples 8 5 4 2
Energy 27 11 10 6
Financials 21 3 3 3
Health Care 1 1
Industrials 7 4 3 2
Information Technology 3 3 1 1

 The “World SRI – BBB and above” includes all 
companies in the MSCI World ESG Index that 
are consistent with the values based criteria 
and have a rating of “BBB” and above. In this 
case the number of companies increases to

Information Technology 3 3 1 1
Materials 20 7 5 3
Telecommunication Services 4 2 2
Utilities 3 2 2 1
EU 480 234 200 142
Consumer Discretionary 66 27 23 22
Consumer Staples 38 27 26 17
Energy 25 15 11 7
Financials 107 43 39 31 case, the number of companies increases to 

627 (as a result of the lowering of the minimum ESG 
rating)

Financials 107 43 39 31
Health Care 30 6 6 6
Industrials 88 44 43 29
Information Technology 20 5 4 4
Materials 52 36 29 14
Telecommunication Services 25 10 8 4
Utilities 29 21 11 8
PA 487 205 186 151
Consumer Discretionary 76 29 29 29Consumer Discretionary 76 29 29 29
Consumer Staples 33 16 10 10
Energy 14 10 10 4
Financials 110 28 28 22
Health Care 25 7 7 7
Industrials 97 40 40 31
Information Technology 47 15 15 15
Materials 56 42 36 28
Telecommunication Services 9 3 3 2
Utilities 20 15 8 3
US 591 304 206 107
Consumer Discretionary 96 47 40 22
Consumer Staples 44 24 22 17
Energy 49 32 11 3
Financials 102 64 43 14
Health Care 63 17 17 16
Industrials 72 45 29 9

msci.com©2011. All rights reserved. 22

*Pro forma results as of Dec 1, 2010

Information Technology 83 21 21 21
Materials 32 22 11 4
Telecommunication Services 13 11 4
Utilities 37 21 8 1
Grand Total 1659 786 627 422



Weight of regions and sectors in IndexWeight of regions and sectors in Index
MSCI MSCI World SRI ProposedMSCI

 In the proposed index, the weight of US 
decreases from 47.5% to 44.4%, while Pacific 
increases from 16.6% to 20.6% , compared to

Weight in Index
MSCI 
World

MSCI 
World ESG

World SRI ‐ 
BBB and above

Proposed MSCI 
World SRI

CA 5.4% 6.1% 5.8% 6.2%
Consumer Discretionary 0.2% 0.3% 0.4% 0.4%
Consumer Staples 0.2% 0.2% 0.2% 0.1%
Energy 1.4% 1.5% 1.3% 1.1%
Financials 1.7% 1.8% 2.2% 3.1%
Health Care 0.0% 0.1% 0.0% 0.0%
Industrials 0.3% 0.5% 0.2% 0.2% increases from 16.6% to 20.6% , compared to 

the MSCI World ESG Index
Information Technology 0.2% 0.3% 0.0% 0.1%
Materials 1.2% 1.2% 1.0% 1.2%
Telecommunication Services 0.1% 0.2% 0.3% 0.0%
Utilities 0.1% 0.1% 0.1% 0.1%
EU 29.2% 29.8% 29.8% 28.7%
Consumer Discretionary 2.6% 2.8% 2.7% 3.3%
Consumer Staples 3.6% 3.4% 3.6% 2.9%
Energy 3.0% 2.0% 1.5% 1.7%
Financials 6 2% 7 1% 6 8% 6 8%Financials 6.2% 7.1% 6.8% 6.8%
Health Care 3.1% 3.4% 4.2% 5.9%
Industrials 3.2% 3.2% 3.9% 3.4%
Information Technology 0.8% 0.9% 1.1% 1.5%
Materials 3.1% 3.5% 2.5% 1.3%
Telecommunication Services 2.0% 2.2% 2.7% 1.2%
Utilities 1.5% 1.4% 0.7% 0.7%
PA 15.9% 16.6% 19.6% 20.6%
Consumer Discretionary 2.3% 2.4% 3.0% 4.1%
Consumer Staples 1.0% 1.0% 1.0% 1.4%
Energy 0.4% 0.4% 0.6% 0.3%
Financials 4.5% 4.5% 5.7% 4.8%
Health Care 0.7% 0.8% 0.9% 1.3%
Industrials 2.5% 2.5% 3.2% 3.2%
Information Technology 1.4% 1.5% 1.9% 2.7%
Materials 1.9% 2.0% 2.0% 1.9%
Telecommunication Services 0.6% 0.6% 0.8% 0.7%
Utiliti 0 8% 0 8% 0 6% 0 3%Utilities 0.8% 0.8% 0.6% 0.3%
US 49.5% 47.5% 44.8% 44.4%
Consumer Discretionary 5.6% 5.8% 5.6% 5.5%
Consumer Staples 5.2% 5.3% 5.4% 6.1%
Energy 5.9% 3.6% 1.4% 0.5%
Financials 7.4% 7.6% 7.1% 3.5%
Health Care 5.6% 5.8% 7.3% 9.9%
Industrials 5.3% 5.8% 3.9% 1.6%
Information Technology 9.5% 9.5% 11.9% 16.6%
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*Pro forma results as of Dec 1, 2010

gy
Materials 1.8% 1.7% 1.2% 0.7%
Telecommunication Services 1.6% 0.9% 0.5% 0.0%
Utilities 1.7% 1.5% 0.6% 0.1%
Grand Total 100.0% 100.0% 100.0% 100.0%



Coverage in each sector in each regionCoverage in each sector in each region
Sector Coverage

MSCI 
World

MSCI 
World ESG

World SRI ‐ 
BBB and above

Proposed MSCI 
World SRI

 Sector coverage drops to 27.4% for 
the proposed index, compared to 
47.8% for the MSCI World ESG

Secto Co e age o d o d SG a d abo e o d S
CA 100.0% 54.8% 41.0% 31.8%
Consumer Discretionary 100.0% 64.3% 64.3% 50.5%
Consumer Staples 100.0% 56.1% 46.6% 17.5%
Energy 100.0% 52.0% 35.2% 21.5%
Financials 100.0% 50.6% 50.6% 50.6%
Health Care 100.0% 100.0% 0.0% 0.0%
Industrials 100.0% 80.1% 33.5% 16.7%
Information Technology 100.0% 100.0% 10.7% 10.7% 47.8% for the MSCI World ESG 

Index

 US has the lowest sector coverage, 
while Pacific has the highest

Information Technology 100.0% 100.0% 10.7% 10.7%
Materials 100.0% 46.4% 31.3% 27.0%
Telecommunication Services 100.0% 72.7% 72.7% 0.0%
Utilities 100.0% 61.6% 61.6% 31.3%
EU 100.0% 48.8% 38.9% 27.0%
Consumer Discretionary 100.0% 52.1% 39.7% 35.0%
Consumer Staples 100.0% 44.7% 38.4% 22.4%
Energy 100.0% 30.7% 19.2% 15.4%
Financials 100.0% 54.4% 41.4% 29.8%Financials 100.0% 54.4% 41.4% 29.8%
Health Care 100.0% 52.6% 52.6% 52.6%
Industrials 100.0% 47.9% 46.8% 29.1%
Information Technology 100.0% 51.1% 50.3% 50.3%
Materials 100.0% 54.1% 30.5% 11.3%
Telecommunication Services 100.0% 53.3% 51.9% 16.5%
Utilities 100.0% 43.3% 18.1% 12.4%
PA 100.0% 49.8% 47.1% 35.6%
Consumer Discretionary 100.0% 49.9% 49.9% 49.9%Consumer Discretionary 100.0% 49.9% 49.9% 49.9%
Consumer Staples 100.0% 49.1% 39.5% 39.5%
Energy 100.0% 52.7% 52.7% 20.0%
Financials 100.0% 48.0% 48.0% 28.9%
Health Care 100.0% 53.0% 53.0% 53.0%
Industrials 100.0% 48.5% 48.5% 34.9%
Information Technology 100.0% 53.7% 53.7% 53.7%
Materials 100.0% 49.4% 41.1% 28.1%
Telecommunication Services 100.0% 53.8% 53.8% 31.9%Telecommunication Services 100.0% 53.8% 53.8% 31.9%
Utilities 100.0% 51.5% 28.2% 11.0%
US 100.0% 45.8% 34.5% 24.6%
Consumer Discretionary 100.0% 49.3% 38.3% 26.7%
Consumer Staples 100.0% 48.5% 39.1% 32.2%
Energy 100.0% 29.0% 8.9% 2.3%
Financials 100.0% 49.1% 36.9% 12.9%
Health Care 100.0% 49.6% 49.6% 48.3%
Industrials 100.0% 53.0% 28.2% 8.4%
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Industrials 100.0% 53.0% 28.2% 8.4%
Information Technology 100.0% 47.9% 47.9% 47.9%
Materials 100.0% 43.7% 25.3% 10.0%
Telecommunication Services 100.0% 27.8% 11.2% 0.0%
Utilities 100.0% 42.5% 12.8% 1.5%
Grand Total 100.0% 47.8% 38.2% 27.4%



Risk/Return: BackRisk/Return: Back‐‐testing & Forecasted Using “BBB” As testing & Forecasted Using “BBB” As 
minimum ratingminimum ratingminimum ratingminimum rating

 Back‐testing results (using the same constituents as of today) if we use “BBB” as the minimum 
rating are shown below

Return Risk
Simulated World ‐5.7% 24.8%
Simulated World ESG ‐5.0% 24.3%
World SRI: BBB and above ‐5.5% 23.5%
Proposed MSCI World SRI ‐4.7% 21.5%

 Some of the top underperformers over the analysis period were BBB rated banks: ROYAL 
BANK OF SCOTLAND, ARSHALL & ILSLEY CORP and DEXIA, which might explain the 
underperformance of the ‘Wold SRI:BBB and above’ strategy, given the underperformance of 

*Data from Dec 2007 to Nov 2010

the financial sector

 Using the GEM2 model*, we can see that forecasted risk decreases consistently as ESG Quality 
improvesimproves

Ex‐Ante Total 
Risk

Ex‐Ante Active Risk 
vs. MSCI World

MSCI World 22.2% ‐
MSCI World ESG Index 22.0% 1.2%
World SRI BBB and above 21 6% 1 7%
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World SRI: BBB and above 21.6% 1.7%
Proposed MSCI World SRI 20.4% 2.7%



ValuesValues‐‐based exclusion criteria and ESG Ratings for MSCI based exclusion criteria and ESG Ratings for MSCI 
WorldWorldWorldWorld

 For the MSCI World, 14.2% of constituents (by market cap weight) are inconsistent with  the 
values‐based criteria

 Out Of the remaining constituents, 55.6% have a rating below “A”

Number of constituents based on Values based exclusion criteria and ESG Rating

Below A A and above Total Below A A and above Total
Consumer Discretionary 18 3 21 138 86 224 245

MSCI World Excluded due to Values‐ Not Excluded due to Values‐ Total

Market Cap Weights of constituents based on Values based exclusion criteria and ESG Rating

Below A A and above Total Below A A and above Total

Not Excluded due to Values‐
Based Criteria

Excluded due to Values‐
Based CriteriaMSCI World Total

Consumer Discretionary 18 3 21 138 86 224 245
Consumer Staples 25 7 32 40 51 91 123
Energy 3 1 4 91 20 111 115
Financials 2 2 252 86 338 340
Health Care 1 1 2 57 60 117 119
Industrials 36 36 155 73 228 264
Information Technology 7 1 8 86 59 145 153
Materials 14 3 17 92 51 143 160

Below A A and above Total Below A A and above Total
Consumer Discretionary 0.9% 0.3% 1.2% 5.7% 3.8% 9.5% 10.7%
Consumer Staples 3.2% 0.1% 3.3% 3.7% 3.0% 6.7% 9.9%
Energy 0.2% 0.0% 0.2% 9.6% 1.0% 10.5% 10.8%
Financials 0.3% 0.3% 13.9% 5.5% 19.5% 19.8%
Health Care 0.3% 0.0% 0.3% 3.1% 6.0% 9.1% 9.4%
Industrials 3.1% 3.1% 5.8% 2.3% 8.1% 11.3%
Information Technology 0.3% 0.0% 0.3% 5.2% 6.3% 11.6% 11.9% Materials 14 3 17 92 51 143 160

Telecommunication Services 44 7 51 51
Utilities 36 5 41 35 13 48 89
Total 142 21 163 990 506 1496 1659

Materials 2.7% 0.1% 2.8% 3.9% 1.4% 5.3% 8.1%
Telecommunication Services 3.7% 0.5% 4.2% 4.2%
Utilities 2.4% 0.3% 2.7% 1.0% 0.3% 1.3% 4.0%
Total 13.4% 0.8% 14.2% 55.6% 30.2% 85.8% 100.0%
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Rating distribution for MSCI World ESG IndexRating distribution for MSCI World ESG Index

 There are no companies rated “CCC” or below in the MSCI World ESG Index

 About 59% of the companies in the index are rated “A” or higher

MSCI World ESG Index
Rating #securities weight
AA 97 15.6%
A 345 43.5%
BBB 214 23.3%
BB 81 11.6%
B 49 6.0%
Total 786 100.0%
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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 MSCl 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 Contributors”) and is provided for informational purposes only.  The Information may not be 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 many not be used 
to create indices, 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 CONTRIBUTORS 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 CONTRIBUTOR 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 Contributor 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 shallInformation 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 wilful 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.  

 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.  

 MSCI’s indirect wholly‐owned subsidiary Institutional Shareholder Services, Inc. (“ISS”) is a Registered Investment Adviser under the Investment Advisers Act of 1940.  Except with 
respect to any applicable products or services from ISS (including applicable products or services from MSCI ESG Research Information which are provided by ISS) none of MSCI’srespect to any applicable products or services from ISS (including applicable products or services from MSCI ESG Research Information which are provided by ISS), none of MSCI s 
products or services recommends, endorses, approves or otherwise expresses any opinion regarding any issuer, securities, financial products or instruments or trading strategies and 
none of MSCI”s 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.

 The MSCI ESG Indices use ratings and other data, analysis and information from MSCI ESG Research.  MSCI ESG Research is produced by Institutional Shareholder Services Inc. (an 
indirect, wholly‐owned subsidiary of MSCI and referred to as “ISS”) or its subsidiaries.  Issuers mentioned or included in any MSCI ESG Research materials may be a client of MSCI, ISS, 
or another MSCI subsidiary, or the parent of, or affiliated with, a client of MSCI, ISS, or another MSCI subsidiary, including ISS Corporate Services, Inc. which provides tools and services 
to issuers. MSCI ESG Research materials utilized in any MSCI indices or other products have not been submitted to, nor received approval from, the United States Securities andto issuers.  MSCI ESG Research materials utilized in any MSCI indices 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, ISS, CFRA, FEA, and other MSCI brands and product names are 
the trademarks, registered trademarks, or service marks of MSCI or its subsidiaries in the United States and other jurisdictions.  The Global Industry Classification Standard (GICS) was 
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