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Gabriela  
Hello and welcome to the weekly edition of Sustainability Now, the show where we explore how the 
environment, our society, and corporate governance affect—and are affected by—our 
economy. I’m Gabriela de la Serna, and I’m your host for today’s episode.  
When it comes to physical climate risk, we’ve come a long way.  
Today, if we’re concerned about something like wildfires, we can get very specific. We 
can identify which assets are exposed, where they’re located, and start to estimate the impact on 
operations or revenues.  
But when it comes to biodiversity risk, getting to that same level of detail has taken much longer.  
We’ve known these risks are financially material, but measuring them in a precise way has been a 
challenge. But, that is starting to change.  
So on today’s episode, we’re unpacking what’s held biodiversity risk data back, what’s different now, 
and why investors should be paying close attention.  
So, let’s jump right in.  
   
Gabriela  
So what does this blind spot in biodiversity risk data actually look like in practice?  
Let’s take water.  
Many companies depend on a stable supply of clean water for their operations—for example, 
manufacturing, agriculture, or energy companies.  
But as ecosystems degrade, the impact of water-related risks don’t always show up immediately. And 
that’s part of what makes it so difficult to measure.  
And here, there’s both a conceptual challenge—and a data challenge.  
First, let’s go with the conceptual side. And let’s take a concrete example to bring this to life.  
Think about an oil & gas refining company. Its operations rely heavily on access to water—for cooling 
systems and for processing raw materials.  
Now, if water availability starts to decline, or water quality deteriorates, that might 
not immediately show up in the company’s financial results. But over time, it can start to disrupt 
operations—by forcing slowdowns or by requiring alternative water sources – all of which will cost the 
company money.   
So even when the risk is there, it’s not always easy to connect what’s happening in the natural 
environment to what’s happening in a company’s operations.  
And then there’s the data challenge. Because that water stress risk we just talked about will vary a lot 
depending on the exact location of a company’s facilities. And so, two refining companies can face very 
different levels of water stress risk depending on where their facilities are located- in regions prone to 
water shortages, or areas where water is more abundant.   
But typically, investors don’t have visibility at that level. So instead, they have been relying on proxies.   
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So I sat down with my colleague Bettina Meyer- one of the  authors of a report published by MSCI in 
partnership with WWF titled “identifying nature-related risks. From global portfolios to global risks”. I 
asked her to walk me through how biodiversity data has evolved- where were we before and where are 
we now.  

   
Bettina  
Yeah, so previously, I mean, the big challenge is, um, at the conceptual, but also at the data side to really 
make this connection of companies activities and the nature and biodiversity. And previously this 
connection has done, been done often at considering where our 
companies headquartered and what's the kind of the state of nature, the state of biodiversity, um, in 
that country. So really at the very coarse level and neglecting the companies 
usually operate internationally. And also the biodiversity in nature varies a lot throughout the country. 
And so we were super happy that at MCI, we started to collect more and more information about where 
exactly meaning really at the facility level, do companies operate? And so this gives you the possibility to 
also combine this with nature and biodiversity data that is very granular and really gives you this kind of 
local view on it.   
And thanks to the partnership with WWF, they brought in kind of the nature perspective or the nature 
expertise, um, that really helped to bridge that side of what is then the potential impact companies can 
have on their local surroundings or environment, but also what's their dependency on local ecosystems? 
And so bringing together the data we have at MSCI, giving very granular view on companies activities 
with this expertise from WWF, um, we can now have this very kind of location based view on companies 
dependencies on nature or their impacts on nature, and aggregate it back up to the company level while 
really being based on this location specific information.   
  
We started off exploring these data to see whether they also confirm what's expected from the kind of 
more traditional sector level analysis and expertise. Um, and it's nice to see that the really location 
based information confirm, um, that certain sectors are highly dependent or impactful on nature, such 
as materials sector or energy, and that certain risks are really very widespread, basically sector agnostic, 
for example, the climate related dependencies, but also water scarcity being very widely, um, spread 
across the sectors. Um, and then we were diving into, okay, so what can we see from our data now that 
is different from previous analyses because we have more granular data.   
And it was very interesting to see that when we look at our analysis, that we have a very different view 
on what companies we consider as being high risk or exposed to high risk, versus if we were to do that 
analysis based only on company's headquarters. And we were very surprised that the numbers are 
actually quite high in terms of difference. For example, we found that about a third of all companies 
within ACWI IMI are considered as low or only medium risk if we only consider the headquarter. 
However, when we look at our metrics which consider all assets and facilities, they are then exposed to 
high or very high risk. That means these thirty three percent of companies are basically overlooked. 
With these more traditional headquarter based metrics and only appear on the screen for high or very 
high nature risks if taking into account this facility level information.  
   
   
Gabriela  
Before we go further, let me quickly unpack a couple of things Bettina just mentioned.  
When she talks about screening for high risk, she’s referring to looking across a broad universe of 
companies and identifying which ones are exposed to higher levels of nature-related risks. In this case, 
the universe she’s referring to is called the MSCI ACWI IMI – a global index covering thousands of 
companies.    
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So now, what we’re seeing is that once you move away from those broad, country-level assumptions 
and start looking at where companies actually operate, the picture begins to change.  
And in many cases, it changes quite significantly. And this is because ecosystems and nature-related 
risks can vary drastically —even within a single country.  
Take the U.S., for example.  
If you look at country-level averages, the US country average against the Water Availability risk 
assessment is a 2 out of 5 – so relatively low risk. But this country average hides that many western 
states face severe water stress, while other states in the east have much more abundant supply.  
And we know that many global companies have their production spread across different countries—or 
even different regions—sometimes in areas where some risks are much higher than in others.  
So when you take both of those things into account—so, how much a risk can vary across locations, and 
where companies are actually operating—you start to see a very different picture.  
Not because the risk wasn’t there before—but because we weren’t measuring it with enough precision 
to see it clearly.  
But, if I’m an investor – I’m not just interested in where a risk sits, I’d also be keen to understand how 
much of a company’s business depends on those locations that face the highest level of nature related 
risks. And this is where things start to get even more interesting.   
Here’s Bettina…  
   
Bettina  
So looking at the tier spatial data that we have, combining the WWF methodology with our MSCI 
geospatial data gives you the risk level of each of the facilities of a given company. But naturally, not all 
of these facilities have the same relevance, both because manufacturing processes might be more 
relevant and less easily replaceable than some administrative office related activities. But also, um, 
given that not all of these facilities generate the same amount of revenue for a given 
company. So I looking at this data, I really want to understand, okay, which of these assets that are 
exposed to high risks and are now also relevant for companies.   
   
Gabriela  
To make this a bit more concrete, let’s go back to our imaginary global refining company.  
It might have offices in major cities—like let’s say London or Houston—and a few key refineries where 
most production happens.  
Now, both types of facilities could be exposed to water-related risks—but the impact is not going to be 
the same.  
If water stress affects an office location, the disruption is likely to be manageable.  
But if it affects a key refinery—say, in a region like the Permian Basin, where we know that water 
availability is already under pressure—that can disrupt operations, slow production, and ultimately 
have a direct impact on revenue. And so, as an investor this is the kind of nuance I’m interested in.    
And here Bettina tells me why…   
   
Bettina  
So, you know, um, as an investor looking at my portfolio and I have these hundreds of companies, I want 
to be able to identify the companies that are exposed, um, very strongly to specific risks or exposed to 
across many different risks. Um, and whenever you have identified companies that are potentially 
exposed to high risk in their relevant, um, uh, operational sites that you then can go back to. The 
geospatial information and try understanding where does this risk come from? And this would also allow 
then, for example, to identify, um, geographic concentration of risk. So seeing that all the high 
risk assets of a given company are located in a similar area would further amplify the risk 
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because it's more likely that they're all exposed to the materialization of a risk at the same time. 
Whereas if these high risk assets are more, um, separated across different locations, um, the actual 
realization of the risk event. Let's, for example, think about the drought event is less likely to happen at 
the same time. And so the risk is more diversified. So it was really about from providing company level 
information that allows, um, a simple way to identify companies for which you then really want to look 
deeper into their, um, Operational facilities. Where are they located? What type of risk and why are 
they exposed to high risk?  
   
Gabriela  
And that is it for the week. A massive thanks to Bettina for her take on the news with 
a sustainability twist. And thanks to you as well for listening and sticking around.  The research that we 
discussed on today's show is freely available on MSCI's website. If you liked this episode, don't forget to 
subscribe and maybe even share it with a friend or colleague. That's all from me. Thanks again and catch 
you next time.  

 

 

 

 

 

 

About MSCI  
MSCI 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. To learn more, please visit 
www.msci.com. 

 

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.    

http://www.msci.com/


 

Information Classification: GENERAL 

 

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. 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 base d 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 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. 


	About MSCI

