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GREATER UNDERSTANDING OF POTENTIAL FINANCIAL BENEFIT OF ESG
STRATEGIES, AND LONGER TRACK RECORDS
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A MSCI ESG Research study? found that companies
with high ESG Ratings had higher profitability,
lower tail risk and lower systematic risk on average
based on 10 years of data
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Companies with higher MSCI ESG scores had
HIGHER PROFITABILITY and were more competitive
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Giese, Lee, Melas, Nagy, Nishikawa.
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MSCI has a broad range of ESG Indexes with
significant live history. More than 120 have five or
more years of live history, with MSCI KLD 400
having the longest track record (28+ years).
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MSCI EM ESG Leaders Index: 5 years of live history
MSCIFXTIAESGENSHEEY « AEMENHE
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1. “Foundations of ESG Investing, Part 1: How ESG affects Equity Valuation, Risk and Performance,” MSCI, November 2017.



INVESTORS DEMONSTRATING WILLINGNESS TO ACT
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Growing concerns of long-term issues such as climate change, demographic changes and inequality, have led both
institutional asset owners as well as retail investors to take action — in particular from millennials?.

For example: More than $180bn allocated to MSCI ESG equity & fixed income indexes since 20142

2014 2015 2016

GPIF Migros
CaIS'I:RS Commenced with 3% MSSSI.SAbCr:NI
Committed of domestic equity ox China
$2.5bn to MSCI JAPAN ESG rae
MSCI ACWI SELECT LEADERS o ral
UK EAPF LOW CARBON INDEX + Universa
$400m TARGET INDEX ) THE MSCI JAPAN
MSCI WORLD Taiwan BLF EMPOWERING
LOW CARBON $2.4bn WOMEN
TARGET | MSCI ACWI NZ Super
ESG FACTOR 40% of passive
AP4 MIX INDEX . equity portfolio
[ Targeting MSCI custom
100% of equity '-°";’ Cdarbon
portfolio Swiss Re ndex
allocation by $130bn
AMF MSZ((Z)IZI?OW Active listed equity
MSCI ACWI Carbon indexes llimarinen Iand c:’_edﬁ
ESG global $5.9bn MSCI ESG Leaders + EPF of
equity policy Regional MSCI Bloomberg Barclays Malaysia
benchmark [ ESG Leaders MSCI Corporate \i
enchmar Indexes Sustainability $5bn
MSCI Custom
{ Ethical Index

p } 1Source: Morgan Stanley, 2017 Sustainable Signals
M S ‘ I [ l ol 2 Based on publicly available information in press releases published from 2014 to date.



IMPROVED ESG RATINGS NOW MAKE IT POSSIBLE TO MEASURE WHAT

WAS ONCE UNMEASURABLE
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Over the last eight years, MSCI has made significant investments in our ESG Ratings.
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Our approach focuses on (1) identifying most relevant risks by sector; (2) recording forward-

looking management data; and (3) incorporating unique alternative data sources beyond

company disclosed (or reported) data

More alternative data beyond company
self-reported data (~45% in our model)
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2,434 constituents of the MSCI ACWI Index as of November 30, 2017
Source: MSCI ESG Research
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2,434 constituents of the MSCI ACWI Index as of November 30, 2017
Source: MSCI ESG Research



THE EQUIFAX EXAMPLE ILLUSTRATES HOW A PROPER ESG APPROACH HELPED IDENTIFY
A MATERIAL RISK
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ESG Ratings for Equifax highlighted key data breach risks more than one year before the breach.
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HERE IS WHAT LED TO EQUIFAX'’S

DOWNGRADE IN AUGUST 2016:

MSCI ESG Research downgraded Equifax
to “CCC” (lowest possible rating)

because of cyber security concerns High weight on Data Privacy and Security key

issue. The methodology-driven issue selection
triggers deeper analysis on what matters

Systematic review of forward-looking
information (strategy, policies and targets)
across sector. EFX was weakest by far

Excluded from MSCI ESG Leaders
Index

Special focus on performance analysis.

EFX was already subject to major hack and did
Equifax confirms cybersecurity not adapt. Use of alternative data sources
breach, (in this case, databases of hacks) allows for more

compromising personal information of effective assessment compared to company
up to 143 million customers reported data

CEO resigns

I v I S C I T Sources: MSCI ESG Research, NY Times 2017


https://www.nytimes.com/2017/10/03/business/equifax-congress-data-breach.html
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ESG LEADERS HAVE DEMONSTRATED INCREASED SOPHISTICATION ACROSS
THEIR ORGANIZATIONS
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MSCI

ASSET OWNERS
PENSION FUNDS

ESG Mandates
Manager Selection
& Monitoring
Policy benchmark
Engagement

INSURANCE

* Manager Selection
Policy benchmark

* Low carbon

* Tobacco

CONSULTANTS

+ RFP
* Fund selection
* 0CIO solutions

ENDOWMENTS &
FOUNDATIONS

* Fund Selection
* Fossil divestment
* Impact investing

WEALTH MANAGEMENT

CIO OFFICE

* Model portfolios
* ESG themes
* Fund Profile
* Philanthropy

FINANCIAL
ADVISORS

* Portfolio Analysis
& Reporting

 Stock and Fund
Research

FUND SELECTION

Due Diligence
Fund Selection /
Peer Analysis
Screening

RETAIL

* Robo
* Stock and Fund
Research

OTHER / PRODUCT

ASSET MANAGEMENT

FUNDAMENTAL
EQUITY

FUNDAMENTAL
FIXED INCOME

* Corp. Credit
¢ EMD credit
* Green bonds

ESG Integration
Engagement
Low carbon
Compliance

ESG SPECIALIST

¢ ESG Themes
* Engagement

* ESG Integration

QUANT

* ESG solutions
* ESG + Factors
* Low carbon

* Active Ownership

STEWARDSHIP &
GOVERNANCE

* Engagement
¢ ESG Themes

RISK MANAGEMENT
COMPLIANCE

RISK
MANAGEMENT

* Risk monitoring
* Risk Reporting
¢ TCFD stress test

EMERGING ACTIVE FUND

* Custodian
¢ Hedge Fund

e CoreEQ/FI
* ESG + Factor
* Thematic

* Mandates

* Global Sanctions

PASSIVE FUND &

ETP

Core EQ/ FI
ESG + Factor
Thematic

Asset Managers are moving
beyond fundamental equity and
integrating ESG into fixed income
and quantitative strategies with
growing sophistication

Largest consultants are
incorporating ESG dimensions
into manager selection in
reaction to Asset Owner
requests

Engagement is becoming an
important tool for improving
company performance and
returns

Risk teams are increasingly
systematically reporting on
ESG risk

Demand for active and passive
ESG Funds across asset classes
for total portfolio exposures



INTEGRATING ESG ACROSS YOUR ENTIRE INVESTMENT PROCESS
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MSCI CAN HELP YOU:

o DEFINE OBJECTIVES & POLICY
* Define investment and ESG objectives
* Set targets and strategies to enhance ESG profile

* Develop investment policy

* Select benchmarks REPORTING ol LAl

APPROACH

e INTEGRATE INTO INVESTMENT PROCESS

* ESG in portfolio construction TR

* Active and index-linked ESG products &
ENGAGEMENT

INVESTMENT
POLICY &

] ) BENCHMARKS
* Scalable risk management reporting

* Stress testing

PORTFOLIO
CONSTRUCTION

ENGAGE STAKEHOLDERS & REPORT

* Engage companies and external stakeholders

MANAGEMENT «

* Provide transparency through client reporting

MSCI:



POWERING BETTER INFORMED INVESTMENT DECISIONS
HBRIFRIR TR RIR MR S

MSCI can help you integrate ESG into your investment process and communicate with your stakeholders using

MSCI &

the common language of ESG Ratings:

o LEADING ESG RATINGS & RESEARCH

* Recognized as ‘Gold Standard
data provider’! and voted ‘Best A
Firm for SRI Research,” ‘Best uscii p—
Firm for Corporate Governance 4
Research’ and ‘Best firm for
Indices’ for third consecutive
year (2015, 2016, 2017)?

* Broad coverage with more than 13,000 entities, >90% of
equity and FI MV

MARKET-LEADING RISK ANALYTICS PLATFORM

& ESG REPORTING

Sophisticated ESG Analytics and
scalable reporting across 700,000
multi-asset class securities

* Streamline ESG risk management
processes within existing workflows
using high volume ESG reporting

* Construct/optimize portfolios

* Report to clients

! Deep Data Delivery Standard

9 INNOVATIVE EQUITY & FIXED INCOME
INDEXES FOR VARIOUS ESG APPROACHES

* More than 900 indexes
covering integration, values
and impact

* Low Carbon Target oh e
e KLD 400

* Bloomberg Barclays MSCI

Global Green Bond Index
MSCI Emerging Markets

ESG Leaders Index

0 ESG EXPERTISE & NETWORK

350+ ESG experts and

over 600 individuals |g o %&° ]
working with Asset s . “%
Owners, Consultants, °
Asset Managers and P

Wealth Managers
around the world

to guide you and share
market trends

2The Independent Research in Responsible Investment (IRRI) Survey 2015, 2016, 2017


http://www.deepdata.ai/

ABOUT MSCI

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.

About MSCI

For more than 40 years, MSCl’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&I ranking.

For more information, visit us at



http://www.msci.com/

CONTACT US

AMERICAS +1212 804 5299

EUROPE, MIDDLE EAST & AFRICA +44 207618 2510

ASIA PACIFIC + 612 9033 9339

msci.com/esg

esgclientservice@msci.com




NOTICE AND DISCLAIMER

This document and all of the information contained in it, including without limitation all text, data, graphs, charts (collectively, the “Information”) s the property of MSCI Inc. or its subsidiaries (collectively, “MSCI”), or MSCIs licensors, direct or indirect suppliers or
any third party involved in making or compiling any Information ively, with MSCI, the “Information Providers”) and is provided for informational purposes only. The Information may not be modified, reverse-engineered, reproduced or redisseminatedin
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 investmentand 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.

Itis not possible to invest directlyin 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”). MSCl makes no assurance that any Index Linked Investments will accuratelytrack index performance or provide positive investment returns. MSCI Inc. is not an investment adviser o fiduciary and MSCI makes
no rep onregarding the of investingin any Index Linked Investments.

Index returns do not represent the results of actual trading of investible assets/securities. MSCI maintains and calculatesindexes, 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 jes. Accordingly, consti 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 MSCI indexes. More information can be found in the relevant index methodologies on www.msci.com.

MSCI receives compensation in connection with licensingits 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.

MSCI ESG Research LLC is a Registered Investment Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI Inc. Except with respect to any applicable products or services from MSCI ESG Research, neither MSCI nor any of its products or services
recommends, endorses, approves or otherwise expresses any opinion regarding any issuer, securities, financial products or instruments or trading strategies and MSCI's products or services are not intended to constitute investment advice or a recommendation to
make (or refrain from making) any kind of investment decision and may not be relied on as such. Issuers mentioned or included in any MSCI ESG Research materials may include MSCI Inc., clients of MSCI or suppliers to MSCI, and may also purchase research or other
products or services from MSCI ESG Research. MSCI ESG Research materials, including materials utilized in any MSCI ESG Indexes or other products, have not been submitted to, nor received approval from, the United States Securities and Exchange Commission or
any other regulatory body.

Any use of or access to products, services or information of MSCI requires a license from MSCI. MSCI, Barra, RiskMetrics, IPD and other MSCI brands and product names are the trademarks, service marks, or registered trademarks of MSCI or its subsidiaries in the
United States and other jurisdictions. The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and Standard & Poor’s. “Global Industry Classification Standard (GICS)” is a service mark of MSCl and Standard & Poor’s.

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 o is intended to support or promote any such activity. MSCI ESG Research is an independent provider of ESG data, reports and ratings based on published methodologies and available o clients on a subscription basis. We do
not provide custom or one-off ratings or recommendations of securities or other financial instruments upon request.

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







	ESG investing:  trends & approaches ESG投资： 趋势和方法
	greater understanding of potential financial benefit of ESG Strategies, and longer track records 更多对于ESG策略潜在经济利益的理解和更长期的追踪记录
	investors demonstrating willingness to act 投资者表现出希望参与的意愿
	IMPROVED ESG RATINGS NOW MAKE IT POSSIBLE TO MEASURE WHAT WAS ONCE UNMEASURABLE 提高ESG评分水平使得评估之前无法评估的因素成为可能
	The Equifax example illustrates how a proper esg approach helped identify a material risk Equifax信用评级的例子说明了合适的ESG评分方式可以帮助发现面临的重大风险
	Slide 6 
	ESG leaders have demonstrated increased sophistication across their organizations ESG发展方面的领先者已经展示了他们在组织层面不断增加的成熟度
	integrating esg across your  entire investment process 如何在您的整个投资过程中整合ESG
	powering better informed investment decisions 为更好的投资决策提供原动力
	ABOUT MSCI
	Contact Us
	Notice and disclaimer
	Slide 13 



