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1. UN-PRI Investor Expectations | 117
2. Responsible Lobbying Framework | 106
3. OECD Principles | 103
4. ICGN | 101
5. AccountAbility I 97
6. EFRAG I 95
7. Positive Compass | 87
8. Moody's | 80
9. S&P | 80
10. World Benchmarking Alliance (WBA) [ 76
11. Erb Principles | 75
12. GRI 415 | 68
13. ISSESG | 53
14. CDP | 53
15. Sustainalytics ] 46
16. Fitch | 40
17. WEF Measuring Stakeholder Capitalism [y 38
18. FTSE4Good I 31
19. MSCI I IIIIIIINs 30
20.1SSB — 30
21. B-Lab | 30
22. Refinitiv ] 20
23. TCFD [ ] 20
24. EcoVadis [ ] 12
25. Bloomberg | 10
26. RepRisk || 10
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Description

According to MSCI, their ESG Ratings aim to measure a company’s resilience to
long-term, financially relevant ESG risks, and to provide an assessment of com-
pany performance. Companies with the highest ratings are those assessed as
best managing their exposures to those material ESG risks and opportunities.
MSCI ESG Ratings use a rules-based methodology designed to measure a com-
pany’s resilience to long-term, industry material ESG risks. The ratings are gener-
ated using machine learning and natural language processing tools augmented
with a team of over 200 human analysts. Companies are researched and then rat-
ed on a ‘AAA‘ to ‘CCC’ scale according to their exposure to industry-material ESG
risks and an assessment of their ability to manage those risks relative to peers.?

Within the wider ESG assessment framework, a Governance Pillar Score provides
an absolute assessment of a company’s overall governance that uses a univer-
sally applied 0-10 scale. Starting with a 10, the Governance Pillar Score is based on
the sum of deductions derived from Key Metrics included in the Corporate Gov-
ernance (including Ownership & Control, Board, Pay and Accounting) and Corpo-
rate Behavior (comprising Business Ethics and Tax Transparency) Themes. This is
the area of the framework where The Good Lobby expected analysis of corporate
political activities to be more complete.

Summary

MSC/I’s ESG ratings methodology received a Tracker score of 30 out of a pos-
sible total of 200. This reflects the MSCI methodology’s limited assessment of
corporate political activities. The methodology receives basic points in Tracker
Category A for assessing corporate political activities, but otherwise does not ap-
proach assessment of other areas of corporate lobbying conduct in a consistent
or comprehensive manner.

Opportunities for improvement

The MSCI ratings methodology would be enhanced with the addition of detailed
questions on corporate political activities, across each of the 8 Tracker catego-
ries. Given the firm’s globally influential role in capital allocation via its index
families, and important leadership efforts in ESG ratings and systems, more pro-
gress in consistently assessing corporate political activities could help improve
standards across the market, as well as supporting investors to make more in-
formed decisions when allocating capital to optimise risk adjusted returns over
time.

Endnotes

MSCI (2023) ‘ESG Ratings Methodology:” https://www.msci.com/docu-
ments/1296102/34424357/MSCI+ESG+Ratings+Methodology+%28002%29.pdf
‘MSCI ESG Ratings:” https://www.msci.com/documents/1296102/15233886/
MSCI-ESG-Ratings-Brochure-cbr-en.pdf/7fblae78-6825-63cd-5b84-
f4a411171d34?t=1572865945980
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