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MSCI - A Pioneer In Impact Solutions

2Innovest and KLD are legacy firms of MSCI ESG Research LLC

MSCI ESG Research conducts 
research and methodology 

development for the Access 
to Medicine Index

MSCI ESG Research 
conducts methodology 

development and 
research for the first 

Access to Nutrition Index

KLD launched Global Environmental  
Indexes, featuring companies with a 
focus on climate change solutions 

Launch of Environmental Innovators 
(known today as Environmental 

Impact Metrics)

Launch of MSCI ESG 
Sustainable Impact 

Metrics (social + 
environmental) and

MSCI ACWI Sustainable 
Impact Index

2007 2008-
2012

2013 2014 2016

Launch of Barclays 
MSCI Green Bond 

Index with research 
from MSCI ESG 

Research

2004 2020

Launch of MSCI SDG 
Alignment tool

Innovest starts conducting 
work to develop a list of 

companies with superior levels 
of proactive community 

engagement for FB Heron 
Foundation

2021 2022

Launch of MSCI EU 
Sustainable Finance 

solution

Partnership with GIST 
Impact, a pioneer in 

impact data and 
analytics, to provide 

quantified positive (+) 
and negative (-) impacts 
of company activities on 

the SDGs.



Align Investor Objectives With Investment Design
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Integration

Incorporate ESG criteria to 
enhance long-term return, 
manage ESG financial risk

Financial returns

ESG criteria

Values & 
Preferences

Financial 
Returns

Values & 
Preferences

Financial 
Returns

Align portfolio with investor’s 
ethical or political values

Generate measurable social 
or environmental benefits as 

well as financial returns

Values

Impact

“Incorporating ESG 
may improve our 

investment results”

“Our investments 
should reflect 

our clients’ values”

“We want our 
investments to make 

a difference in the 
world”

Investment Objectives Individual Objectives



Essential considerations for MSCI SDG Alignment model

4Source: MSCI ESG Research

In 2018 MSCI and the Organization for 
Economic Co-operation and Development 
(OECD) published a joint discussion paper

Enable
transition

No-gap
datasets

Multi-
source

datasets

Measure of 
alignment, 
not impact

Promote 
stewardship

Reduce 
adverse 
impact

Broad-
based view 

to a 
company
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https://www.msci.com/documents/10199/239004/Institutional_Investing_for_the_SDGs.pdf
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1 Source: “About the Sustainable Development Goals” – United Nations
https://www.un.org/sustainabledevelopment/sustainable-development-goals

The 17 UN Sustainable Development Goals (SDGs) were agreed to by 193 countries in 2015 with a target 
date for delivery of 2030. The SDGs aim to foster collaboration within and between international private and 

public stakeholders to address critical global challenges such as poverty, inequality, climate change, 
environmental degradation, peace and justice1. 

https://www.un.org/sustainabledevelopment/sustainable-development-goals
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MSCI Sustainable 
Impact Metrics and 
SDG Alignment Tool

Sustainable Investing at Scale



Sustainable Impact Metrics
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• Designed to identify companies that derive 
revenue from products or services with 
positive impact on the society and the 
environment.

• Coverage of ~10,000 issuers

• Assess the extent companies' products and 
services address at least one of the major 
social and environmental challenges, as 
defined, for example, by the UN Sustainable 
Development Goals (UN SDGs)

• Assessing alignment with other recognized 
frameworks, such as the EU Taxonomy for 
Sustainable Activities
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Challenges of SDG-aligned investing

“We saved one million lives!”
How to assess and compare companies’ fairly if all of them 
claim to have positive impact but do not use consistent impact 
measurement metrics? 

“We delivered 30MWh of green energy!”
How to assess companies fairly if reporting is focused only on 
positive contribution?



MSCI Sustainable Impact Metrics
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MSCI Sustainable Impact Metrics are designed to estimate the portion of revenue from products and 
services with positive impact on society or the environment.

BASIC NEEDS EMPOWERMENT

Nutrition
Major Diseases 

Treatment Sanitation
Affordable Real 

Estate
SME 

Finance Education
Connectivity - Digital 

Divide

CLIMATE CHANGE NATURAL CAPITAL

Alternative Energy
Carbon & Energy 

Efficiency

Green 
Building Sustainable Water

Pollution 
Prevention

Sustainable 
Agriculture



Sustainable Impact revenue figures
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Percentage is provided based on the 
company’s disclosed revenue from eligible 
activities

INITIAL REVIEW
OF DATA 
SOURCES

QUALITY OF THE 
DATA DISCLOSURE

10K, Annual/Quarterly 
Reports, Investor 
presentations, 
corporate websites,  
data providers (Thomson, 
Reuters), government 
datasets, news sources, 
industry associations, and 
external reports

HIGH LEVEL OF DETAIL: 
Disclosed revenue breakdown, 
explicit levels of involvement, 
nutritional value, ‘affordability’ 
criteria, etc. 

SUSTAINABLE IMPACT METRICS 
REVENUE

Percentage is provided based on MSCI ESG 
Research estimation of the portion of product 
portfolio

Evidence of involvement is noted as a 
small percentage of revenue (0.05%) 
allocation to eligible categories

LOW LEVEL OF DETAIL:
Some evidence or indication 
of involvement

MEDIUM LEVEL OF DETAIL:
Disclosed product mix, explicit 

statement of involvement. 



Evolving Views on Net Impact
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Three key dimensions may be considered when developing an impact investment strategy:

Reduce 
exposure

Enable Positive 
Transformation

Promote
Improvement

Size
Liquidity

Enable Positive Transformation =  
shifting capital towards companies providing 
products & services that serve needs defined 
by the SDGs.

Promote Improvement =
shifting capital towards companies that 
improve operations, develop long term strategy 
and are transparent on progress 

Reduce Exposure = 
avoid controversial companies, stranded 
assets, companies that are not aligned with 
SDGs.

Table of contents



SDG Net Alignment Model Overview
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Holistic

• Accounts for both product (What products & services does the company 
offer?) and operational (How does the company conduct itself) elements

• Evaluates whether these elements are positively or negatively aligned with 
the SDGs

Solid Foundation

• Powered by quality, tested data inputs - MSCI ESG Research’s core research 
products, including: 

• MSCI Sustainable Impact Metrics 
• MSCI ESG Controversies, ESG Ratings and ESG Metrics  
• MSCI Business Involvement Screening

Table of contents



MSCI SDG Alignment model: technical overview
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13

Improving = 2    Stable = 0   Worsening = -2  
Performance

Policies and good practices, 
+1 each

Positive Impact of 
Operations

0<5% revenue 1
5<10% rev 3

10 <25% rev 5
25<50% rev 7
>50% rev 10

Positive Impact of 
Products & Services

0<5% revenue -1
5<0% rev -3

10 <25% rev -5
25<50% rev -7
>50% rev -10 *

Negative Impact of 
Products & Services

Adverse impact from 
operation (-1 each)

Involvement in controversies 
(-10* - 0) based on the 

number of cases and severity

Negative Impact of 
Operations

Product Alignment
(qualitative and score, capped (-10 to 10))

Operational Alignment
(qualitative and score, capped (-10 to 10))

SDG Net Alignment
(qualitative category and score)



Building blocks for designing SDG related indexes
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Please note the above is a custom index approach and nuances exist between the different SDG Index strategies

Controversial Weapons
Nuclear Weapons
Conventional Weapons
Civilian Firearms
Tobacco
Thermal Coal Mining 
Thermal Coal-based Power Generation
Oil Sands Extraction

UN Global Compact Violations
ESG Controversies Score
ESG Ratings

SDG Net Alignment – Strongly Misaligned and Misaligned

Country Exclusions

Business Involvement Screening

ESG Ratings and Controversies

SDG Net Alignment

Country Filters

Table of contents



Measuring SDG Alignment at the Goal level - Example
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An electric utility 
company

Assessment:
Strongly Aligned



Measuring SDG Alignment at the Goal level - Example
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An agricultural 
producer

Assessment:
Misaligned



Measuring SDG Alignment at the Company Level

17*Illustrative example

A FOOD COMPANY*



Measuring SDG Alignment for a Global Equity Universe 

18
The charts display distribution of companies’ assessment by SDG for a set of 9,997 companies, as of Feb. 22, 2023.
Source: MSCI ESG Research LLC.

    

   
   

  

    

   

       

    
   

   

    

    

  
 

   
  

     

    

 

 

   

    

    

    

    

    

    

                                                               



Regulatory Landscape and Impact Reporting

19Morgan Stanley Institute for Sustainable Investing : 5 Sustainable Investing Trends for Companies and Investors

New regulations and 
evolving investor 

interest continue to 
shift the sustainable 
investing landscape

Stakeholders want 
better data, impact 

reporting and full ESG 
integration.



Trends and Challenges – Direction of Travel
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• Rapidly increasing number of Taxonomies and Regulations

• Investors are increasingly questioning the “real world impact” of their investments

• The focus of climate investing has been shifting from reducing climate transition risk by 
decarbonization toward financing the transition of the real economy

• Therefore, investors need to be able to

• Identify transition leaders in fossil fuel intense industries

• Identify Green Tech leaders that build technology to decarbonize the economy



Trends in climate investing: 
From portfolio decarbonization 
to financing the real economy
transition



What Is Net-Zero Investing?

22
MSCI ESG Research as of Sep 2021.

The world needs to follow an emission reduction pathway which
1. Reaches net-zero emissions
2. Stays within remaining emissions budgets defined by the expected temperature rise

Net-zero investing 

means to implement a 

portfolio level emission 

reduction pathway that 

stays within the 

portfolio’s share of the 

remaining emission 

budget.  



INVESTOR

DECARBONIZE

PORTFOLIO

INVEST IN 
GREEN TECH

SUPPORT 
CLIMATE 
POLICIES

Reduce exposure to high emitters with 
insufficient decarbonization pathways

Limit high emitters’ access or cost of capital

VOTE

& ENGAGE

Use voting and engagement focused on climate 
laggards to drive change

Use divestment if engagement unsuccessful

Government 
policies are 
necessary to 
tackle 
emission free-
riding

Actively 
promote the 
creation of 
climate 
policies

Provide capital 
to companies 
that help to 
decarbonize the 
economy

How Can Investors Drive Companies’ Net-Zero Alignment?



INVESTOR

DECARBONIZE

PORTFOLIO

INVEST IN 
GREEN TECH

SUPPORT 
CLIMATE 
POLICIES

VOTE

& ENGAGE 

Investment world           Real economy

CHANGING THE REAL ECONOMY

1 2 3 4

Change of 
corporate 
strategy

Corporate 
investment in 
“green” R&D

Phase out old 
technology
roll out new 
technology

Lower  
corporate GHG 

footprint

CARBON 
BUDGET

DRIVE CHANGE FINANCE TRANSITION

INVEST IN 
GREEN TECH

DECARBONIZE 
PORTFOLIO BY 
REBALANCING

NO DIRECT IMPACT

CHANGING PORTFOLIO

SUPPORT 
CLIMATE 
POLICIES

DECARBONIZE 
PORTFOLIO

VOTE & ENGAGE
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GIST’s Quantified 
SDG Impacts

Measuring the size of positive and 

negative impacts on the SDGs



Quantified impacts on the SDGs: Overview
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MSCI has partnered with GIST Impact, a pioneer in 
impact data and analytics, to provide quantified 
positive (+) and negative (-) impacts of company 
activities on the SDGs. 

This data reflects company actions rather than 
intentions and provides a much-required 
quantitative lens to measure and report on impact.

Location-specific: GIST calculates impacts at 
the company and location level, providing a 
granular and context-specific picture of 
impacts.

Based on sound science and economics: GIST 
uses rigorous science for detailed causality 
modelling and robust economics to estimate 
the economic value of the impacts of a 
company’s activities (in $ terms).

Cross-comparable: GIST applies a consistent 
and universal methodology to calculate 
impacts so investors can understand and 
compare impacts within and across sectors.

How much are my investments 
contributing towards (or subtracting 
from) the achievement of the SDGs?



Strictly Private & Confidential © GIST Impact 2023

Default Mapping

Additional Sector-specific / 
Region-specific Mapping

• Natural Capital impacts are typically negative i.e., adverse effect on the environment, which 
show negative contribution to the corresponding SDGs

• Human and Financial Capital impacts are typically positive and therefore show positive 
contributions to the corresponding SDGs

From Capitals to SDGs

Natural Capital

Human Capital

Financial 
Value Added

27
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MSCI SDG Alignment GIST Impact SDG Mapping

Objective of an 
activity

Relatable SDG targets
Objective of an 

activity
Impact of an activity Relatable SDG targets

“Effect” is mapped to SDGs for 13,000 companies, so that when the status quo has 
changed there is a change in economic value

Qualitative categories and scores assessing
degree of Net Alignment for each of the 17
SDGs on approximately 8,600 companies

Verifies the positive and negative effects generated by an activity
– both planned and unplanned

Captures the expected effects

Predict and Invest Verify and Rebalance

MSCI + GIST Impact: 360o View
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Appendix
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MSCI ESG & Climate Data – Governance

• We have robust governance processes around Research activities, including various committees 
reviewing methodologies, client consultations and editorial board.

• We are also rolling out more stringent governance processes around raw data and derived, including 
various committees reviewing data methodologies, QAs, and managing our Data Catalogue.

30



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 Inc.

MSCI is a leading provider of critical decision support tools and services for the global investment community. 

With over 45 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.

31

About MSCI

http://www.msci.com/


Contact us

32
The process for submitting a formal index complaint can be found on the index regulation page of MSCI’s website at: 
https://www.msci.com/index-regulation.

AMERICAS EUROPE, MIDDLE EAST 
& AFRICA

ASIA PACIFIC

Americas +1 888 588 4567 * Cape Town + 27 21 673 0100 China North 10800 852 1032 *

Atlanta + 1 404 551 3212 Frankfurt + 49 69 133 859 00 China South 10800 152 1032 *

Boston + 1 617 532 0920 Geneva + 41 22 817 9777 Hong Kong + 852 2844 9333

Chicago + 1 312 675 0545 London + 44 20 7618 2222 Mumbai + 91 22 6784 9160

Monterrey + 52 81 1253 4020 Milan + 39 02 5849 0415 Seoul 00798 8521 3392 *

New York + 1 212 804 3901 Paris 0800 91 59 17 * Singapore 800 852 3749 *

San Francisco  + 1 415 836 8800 Sydney + 61 2 9033 9333

São Paulo + 55 11 3706 1360 Taipei 008 0112 7513 *

Toronto + 1 416 628 1007 Thailand 0018 0015 6207 7181 *

Tokyo +81 3 5290 1555

* = toll free

msci.com
clientservice@msci.com

https://www.msci.com/index-regulation
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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. 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 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 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 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 
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