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Tracker Rank and Score for Moody’s

The score is out of a total of 200 and the
rank describes the standards position in
the 27 standards assessed by the Tracker.
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Category scores of Moody’s
SCORE
Moody's :
Total possible score ARSI l"
(o] 50 80 100 150 200
General disclosure on Corporate Political Activities Disclosure of ‘lobbying/advocacy’ policies and positions
! Political contributions I Commitment to sustainable lobbying practices
Lobbying and advocacy activities Employees and internal policy
Influence via third-parties Governance of the standards
“‘Categories where the standard received no points do not appear in the colour-coded graph
Rank and scores for all standards
1. Responsible Lobbying .| 139
2. UN-PRI | 117
3. Erb Principles | 116
4.CDP | 106
5.0ECD | 103
6.I1CGN I 101
7. AccountAbility | 97
8. ESRS G1 Business Conduct | 95
9. S&P | 90
10. Positive Compass | 87
10. WBA | 87
12. Moody's | 80
13.BLab | 70
14. GRI I 66
15, FactSet | 63
16.1SS I 60
17. EcoVadis | 53
17. Morningstar Sustainalytics | 53
17.SASB | 53
20. Fitch Solutions .| 50
21. WEF | 38
22. FTSE4Good | 33
22. RepRisk ] 33
24.1SSB | 30
24.MSCI ] 30
26. Refinitiv [ | 23
27. Bloomberg [ | 20
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Description

Moody’s ESG data includes scores that evaluate a company’s environmental and
social impact, and corporate governance practices. ESG data coverage includes
public and private multinational, national and subnational companies of all siz-
es. Moody’s claims to offer customers access to over 300 million modelled ESG
Scores for companies and securities and the underlying data across 59 ESG and
climate metrics.! Moody’s also provides customers access to 5,000 ESG scores
and the underlying data for public companies derived from analyst-led ESG as-
sessments. The methodology for the modelled scores is derived from the meth-
odology used for the analyst-led ESG assessments.?

Beyond traditional analyst-led ESG scoring, Moody’s provides forward-looking
analytics, built on consistent historical data from Moody’s ESG Solutions from
2004 through present, we construct and calibrate the models on a dataset con-
taining more than 100,000 firms to predict metrics for 600+ industries and 12,000
sub-national locations in 220 countries and territories.® Moody’s sophistication
in providing both historical ESG data and forward-looking ESG information using
machine learning tools suggests that it should be well equipped to assess the full
scope of corporate political activities in its ESG data analytics.

In a significant development Moody’s is now making its ESG data available via
MSCI, in a process that could further concentrate global ESG data and ratings
markets. As part of the arrangement, ratings provider Moody’s will gain access
to MSCI’s data and models, which will eventually replace its own content in ser-
vices offered to banking, insurance and corporate clients. That will include MSCI’s
ESG ratings and scores. In return, MSCI will be able to use Moody’s Orbis data-
base, which contains information on more than half a billion private companies.
Moody’s indication that it will be moving away from ESG ratings is likely to in-
crease the duopolistic nature of the ESG ratings industry, dominated by MSCI and
S&P. As both S&P and MSCI are major providers of investment indices, this move
to a more concentrated market for ESG ratings could impact both on firm-level
conduct and the wider investment system.

Score summary

The Moody’s ESG methodology receives a Tracker score of 80 out of 200. The ‘Re-
sponsible Lobbying’ ESG assessment used in the Moody’s framework covers a
number of important areas. The questionnaire asks if a ‘company has defined
any quantified targets on responsible lobbying, and then requests the company
to ‘provide baseline and deadlines dates.” These questions earn points in Tracker
Category B, ‘political contributions.’ The Moody’s methodology also asks compa-
nies to identify who is responsible for oversight of lobbying and advocacy activi-
ties. Overall, the Moody’s ESG questionnaire covers a number of Tracker areas, but
is not consistent, and a number of significant gaps remain in the methodology.
Given Moody’s unique position as one of the world’s largest credit rating and ESG
data providers, we expect the firm will bring its data gathering and analytical
capacities to bear on corporate political activities as an essential input in the
investment decision making and monitoring process across markets.
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Opportunities for improvement

The Moody’s methodology fails to assess any elements of Tracker Category F
‘Commitment to sustainable lobbying practices’. As more firms develop an ap-
proach to positive and sustainable lobbying in line with their own commitments,
the importance of assessing corporate conduct in this area will increase. In the
Moody’s assessment methodology, there is limited coverage of employee con-
duct and in the governance of relationships with trade associations and industry
bodies, two important Tracker categories.

Analysis of these areas by Moody’s should be updated to more consistently cap-
ture corporate conduct and practices across key jurisdictions where the com-
panies have operations. A number of elements of the Moody’s questionnaire are
literally ‘tick box’ questions that should be expanded on and more consistently
explained to responding companies. The value of Moody’s data is in its global
coverage and sophistication, so the methodology for collecting data on corpo-
rate political activities could be updated to better reflect Moody’s commitment
to provide its customers and issuers with consistent, comparable and complete
information.

Endnotes

ernance-data

https://www.moodys.com/newsandevents/topics/ESG-Credit-00702C#scores
Moody’s (2021) ‘ESG Score Predictor: Applying a Quantitative Approach for Expanding Com-

pany Coverage:’ https://www.moodysanalytics.com/articles/pa/2022/esg_score_predictor_

lying_a_quantitative__ r h_for_expanding_company_cover
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