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Who is regulating ESG?

3Source: Regulations database has been compiled using numerous sources, e.g. US Federal Register, Publications Office of EU, ILO etc. Please contact MSCI ESG 

Research for more details.

Access the interactive graphic here: 

https://www.msci.com/who-will-regulate-esg

https://www.msci.com/who-will-regulate-esg


…and who is being regulated?

4
Source: Regulations database has been compiled using numerous sources, e.g. US Federal Register, Publications Office of EU, ILO etc. Please contact MSCI 
ESG Research for more details.
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EU Sustainable Finance Action 

Plan



EU Sustainable Finance Package

5

• One of most ambitious legislative plan globally
which aims to:

• reorient capital flows towards sustainable 
investment in order to achieve sustainable and 
inclusive growth; 

• manage financial risks stemming from climate 
change, resource depletion, environmental 
degradation and social issues; and 

• foster transparency and long-termism in 
financial and economic activity. 

• Impact ≠ limited to the EU

• Investment managers outside the EU may be 
impacted or wish to follow the new norms if they 
manage European assets

• Other jurisdictions are also looking at putting in 
place similar measures

This is provided for informational purposes only and does not constitute legal advice.

https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:52018DC0097&from=EN

https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:52018DC0097&from=EN


Focus on Transparency
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This is provided for informational purposes only and does not constitute legal advice.

1 https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance_en

“In the EU's policy context 
sustainable finance is 
understood as finance to support 
economic growth while reducing 
pressures on the environment 
and taking into account social 
and governance aspects. 

Sustainable finance also 
encompasses transparency on 
risks related to ESG factors 
that may impact the financial 
system, and the mitigation of 
such risks through the 
appropriate governance of 
financial and corporate actors.”1

10 point EU Action Plan on Sustainable Finance

https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance_en
https://ec.europa.eu/info/publications/180308-action-plan-sustainable-growth_en


Combatting the greenwashing of funds
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https://www.ipe.com/esg-greenwashing-under-scrutiny/10031923.article

https://www.marketwatch.com/story/for-esg-investors-the-newest-challenge-is-separating-fact-from-greenwashing-2019-10-15

https://www.ftadviser.com/investments/2019/11/07/how-to-spot-greenwashing/

https://www.bnpparibas.ch/en/2020/sustainable-finance-or-just-plain-greenwashing/

https://www.ipe.com/esg-greenwashing-under-scrutiny/10031923.article
https://www.marketwatch.com/story/for-esg-investors-the-newest-challenge-is-separating-fact-from-greenwashing-2019-10-15
https://www.ftadviser.com/investments/2019/11/07/how-to-spot-greenwashing/
https://www.bnpparibas.ch/en/2020/sustainable-finance-or-just-plain-greenwashing/


MSCI’s ESG Transparency Resources
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Made public the MSCI ESG Ratings of over 2,800 issuers in our ESG 
Corporate Ratings search tool

Launched provisional climate indexes designed to meet the minimum 
standards for the “EU Climate Transition benchmark” (CTB) and “EU 
Paris-aligned benchmark” (PAB) in order to help clients evaluate and 
test them 

Published the MSCI Principles of Sustainable Investing, a framework 
outlining best practices for ESG integration by investors globally

NOV 
2019

JAN  
2020

May  
2020

Made public the MSCI ESG Fund Ratings for 36,000 multi-asset 
class mutual funds and ETFs in our ESG Fund Ratings search tool

Made public ESG metrics for all MSCI indexes covered by the 
European Union (EU) Benchmark Regulation (BMR) in our Index 
Profile search tool

Nov 
2020

Launch of Sustainable Finance resource page on msci.com

Launch of the MSCI ESG Industry Materiality Map which aims to 
offer a window in the MSCI ESG Ratings model

https://www.msci.com/esg-ratings
https://www.msci.com/documents/10199/0663a2c2-5919-8385-3bf9-7581c40905f9
https://www.msci.com/documents/10199/16912162/MSCI-ESG-House-View-FINAL.pdf/63bba1a1-aecf-ba80-aa49-7910748ed942?t=1579587918450
https://www.msci.com/esg-fund-ratings
https://www.msci.com/index-profile
https://www.msci.com/esg/sustainable-finance/
https://www.msci.com/our-solutions/esg-investing/esg-ratings/materiality-map


Key takeaways: 

• 57% of respondents found a rating score alone was more useful 

in understanding the sustainability performance of 

a mutual fund versus metrics alone

• Of the individual metrics, carbon footprint was considered 

the most important. Gender diversity was the least important. 

There were no significant differences between countries

Survey: ESG Ratings of Funds Favored Over Metrics
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MSCI ESG Research commissioned an independent research firm to survey over 5,000 

consumers across five E.U. countries to get their views on the sustainable reporting of funds

Rating 

score alone

57%

Fund Metrics 

alone

43%

Which indicator is most useful when 

understanding the sustainable performance of a 

mutual fund?

What sustainability metrics were most important 

in helping you rank mutual funds?
Survey respondents:

* Survey conducted by Savanta, August 2020 https://savanta.com/
Most important Least important

https://savanta.com/


Key Legislative streams: 
EU Taxonomy and SFDR
Overview and Timeline

MSCI Solutions
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EU Sustainable Finance Package Overview
KEY LEGISLATIVE STREAMS

CLIMATE 

BENCHMARKS 

& ESG 

DISCLOSURE

SUSTAINABLE 

FINANCE 

DISCLOSURE 

REGULATION 

(SFDR)

GREEN 

TAXONOMY

G
o
a
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T
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e
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e
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The EU is harmonizing ESG 

disclosure standards, requiring 

financial market participants to 

integrate sustainability risk in the 

investment process and to report on 

such integration at both the entity and 

product level.

The EU is establishing a 

classification system for sustainable 

activities and investments. 

The EU established the minimum 

standards for two new voluntary 

categories of indexes, EU Climate 

Transition benchmarks and EU 

Paris-Aligned benchmarks. 

The EU also set out disclosure 

requirements for ESG indexes.

Beginning in March 2021 for principle-

based disclosures in the Level One 

text 

Detailed, prescriptive disclosures 

delayed until likely January 2022

End of 2021 for climate mitigation & 

adaptation. End of 2022 for the other 

four objectives

December 2020

https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance_en

https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance_en


Overview of EU Taxonomy: a green classification system
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This is provided for informational purposes only and does not constitute legal advice. Timetables may change according to the EU legislative process. 

• Taxonomy sets out the criteria for determining if an economic activity is contributing to six environmental objectives:

• Initial focus is on climate change mitigation and adaptation

• Aims to support sustainable development financing

• Strong emphases on disclosure to determine eligibility

• Climate change mitigation

• Transition to circular 

economy, waste prevention & 

recycling

• Climate change adaptation

• Pollution prevention & 

control

• Protection of healthy ecosystems

• Sustainable use & protection of 

water & marine resources

December 2019

Political agreement on the 

regulation reached

Q4 2020

Draft Delegated Acts 

based on the final TEG 

report to be adopted

March 2020 

TEG published Final 

technical report

2021 - 2022     

staggered compliance; 

initial disclosures for first 

2 objectives December 

2021 

June 2020

Publication of the Level 

1 text of the Regulation 

in the Official Journal

Planned development of

taxonomy that covers 

remaining environmental 

and social activities
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EU Taxonomy environmental objectives

https://ec.europa.eu/info/sites/info/files/business_economy_euro/banking_and_finance/documents/200309-

sustainable-finance-teg-final-report-taxonomy_en.pdf

Positively 

contribute to 

at least one 

environmental

objective

Do No 

Significant 

Harm in other 

environmental 

areas 

Meet minimum 

safeguards

https://ec.europa.eu/info/sites/info/files/business_economy_euro/banking_and_finance/documents/200309-sustainable-finance-teg-final-report-taxonomy_en.pdf


Overview of Sustainable Finance Disclosure Regulation (SFDR)

14This is provided for informational purposes only and does not constitute legal advice. Timetables may change according to the EU legislative process. 

*e.g. AIFMs; investment firms providing portfolio management; institutions for occupational retirement provision; and UCITS management companies.

9 December 2019 

Regulation published in the 

Official Journal 

January 2021

Final RTS to be published by 

ESAs

Entity Level Product Level

By March 10, 2021, financial market participants* (FMPs) 

must disclose:

By March 10, 2021, financial advisors must 

disclose:

FMPs must disclose starting 

March 10, 2021:

On their websites,

- Information on the integration of sustainability risks in their 

investment decision-making process (and if not relevant, why)

- When “principal adverse sustainability impacts” are being 

considered, statements with their due diligence policies (and if not 

relevant, why) (Compulsory for firms with 500+ employees)

- Principal adverse impacts statement (Annex I) – now delayed until 

likely January 2022

In pre-contractual disclosures (and if not relevant, why):

- Manner in which sustainability risks are integrated into their 

investment decisions

- Likely impacts of sustainability risks on the returns of the financial 

products

On their websites, information on integration of 

sustainability risks (including principal adverse 

sustainability impacts) in their investment advice or 

insurance advice on their websites (and if not 

relevant, why)

In pre-contractual disclosures (and if not relevant, 

why):

- How sustainability risks are integrated into their 

investment or insurance advice

- The result of the assessment of the likely impacts 

of sustainability risks on the returns of the financial 

products

On their website, information on 

products pursuing sustainable objectives 

(Article 9 products) or promoting E&S 

characteristics (Article 8 products)

In periodic reports (e.g., annual reports) 

information how sustainable objectives 

or E&S characteristics are met

(Also note requirements + separate 

timing on principal adverse sustainability 

impacts)

Between March 2021 & 

December 2022 

compliance due

1 September 2020

Close of European Supervisory 

Authorities (ESAs) consultation on 

regulatory technical standards (RTS)

Q1 2021 or later

Final DAs on the RTS expected to be 

adopted by the Commission and 

published in the Official Journal



Sustainable Finance: ESG Research & Data Solutions
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Substantially contribute to 
environmental objectives

Avoid Harm –
Environmental Violations

Minimum social 
safeguards 

MSCI ESG Controversies 

Business Involvement Screening 
Research

MSCI Estimated EU Taxonomy 
Alignment*

MSCI Environmental Impact 
Metrics

MSCI ESG Controversies

Sustainability Risks & 
Objectives 

MSCI ESG Ratings

MSCI Sustainable Impact Metrics

Climate Risks & Objectives

MSCI Climate Change Solutions

Adverse Impacts

MSCI  EU SFDR Adverse Impact 
Metrics*

MSCI ESG Ratings & Metrics

MSCI ESG Controversies

MSCI Climate Change MetricsPlus fund-level analysis of the above via MSCI ESG Fund 
Ratings *Available Soon



MSCI EU Sustainable Finance Solutions
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EU SFDR Adverse Impact 
Metrics

DATASETS

Data on 32 principal adverse impact 
indicators plus 2 of the additional 
indicators for approximately 10,000* 
global companies.

Equivalent/supplemental datapoints for 
assessing adverse impact 

Estimated EU Taxonomy 
Alignment
% revenue from activities likely to address 
one or more of the six environmental 
objectives of the EU Taxonomy for 
approximately 10,100 companies; 
incorporates controversial practices that 
could indicate breach of the Taxonomy’s 
Minimum Safeguards and Do No Significant 
Harm criteria.

Underlying data inputs: Environmental 
Impact Metrics, ESG Controversies, 
Business Involvement Screening Research: 
Tobacco & Controversial Weapons

Sustainability Disclosures 
portfolio report

Metrics informed by the EU Taxonomy, 
Benchmark ESG Disclosure, and Climate 
Benchmark requirements

Planned: Incorporation of Estimated 
Taxonomy Alignment and Adverse 
Sustainability Impact indicators

PORTFOLIO-LEVEL 

REPORTS 

OTHER 

RESOURCES

• Webinars

• EU Taxonomy 
Screening Guide

• Adverse 
Sustainability Impact  
Indicator Mapping

• Sustainable Finance 
Resource page on 
msci.com

• Index Profile Search 
Tool

• Climate Indexes

*full coverage to be rolled out over 2021; indicators and coverage are subject to change based on the 

final regulatory technical standards



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.

17

About MSCI

http://www.msci.com/


Contact us
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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 

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 MSCI 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 or 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 to 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 collects and uses personal data, please refer to our Privacy Notice at https://www.msci.com/privacy-pledge.

Notice & disclaimer


