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What’s on for today?
Agenda | Date and time: 19 May 2022, 3:00pm–6:00pm
Introduction and opening speech

• Welcome speech and introduction by SME Bank

The importance of gathering data and nonfinancial disclosure

• The drivers for ESG data

Standards and guidelines on ESG reporting

• Understanding the information gap
• Overview of sustainability reporting regulations and standard

• Case studies and examples of leading practices

Short break
Sharing session by JC3 SC5

Use case for ESG data

Exploring the power of ESG data

• Approaches to integrate ESG considerations for financial institutions
• Examples of ESG data

• Sharing session by MSCI and FTSE Russell on integration of ESG for financial
institutions using rating and other tools

• Q&A

Q&A session

Page 3

• Sharing by SC5 on the work undertaken to bridge the data gaps
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5 mins

3:00pm–3:05pm

25 mins

3:05pm–3:30pm

30 mins

3:30pm–4:00pm

10 mins

4:00pm–4:10pm

20 mins

4:10pm–4:30pm

30 mins

4:30pm–5:00pm

50 mins

5:00pm–5:50pm

10 mins

5:50pm–6:00pm

Learning outcome
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1

Gain understanding on the importance ESG data, including the
drivers for ESG and market trends.

2

Increase awareness on global standards, indexes and ESG
data.

3

Increase understanding on the application of ESG criteria in
decision making, such as credit decisioning and risk
assessment.
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Welcome Remarks

Aria Putera Ismail
Group President and Chief Executive Officer, SME Bank
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The importance of gathering data
and non-financial disclosure

Page 6

1.1
The drivers for ESG data
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Building resilience and transforming through ESG to achieve sustainable long-term value

E

S

Environment
ecosystem

Social
inclusiveness

• Climate change and
carbon emissions
• Energy efficiency
• Pollution
• Use of natural
resources
• Waste management
• Clean energy and
technologies
• Biodiversity

+

• Labor relations
• Diversity agenda
• Employee safety and
working conditions
• Human rights and child
labor
• Product safety
• Community
engagement
• Supply chain
management

Source:EY Thought Leadership : Setting the ESG agenda to achieve sustainable long-term value
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G
+

Governance
• Board independence
and diversity
• Compensation policies
• Business ethics
• Risk management and
oversight
• Cybersecurity
• Compliance and legal
• Corruption, bribery and
anti-money laundering

=

Strategic focus on ESG data can provide new business opportunities and help identify ESG risks
Future enterprises need to be “ESG- centric”

1
2
3

Business innovation from green technologies and
disruptions from climate change can reshape and impact
existing business model.
Placing people at the center of decision-making is a core
leadership value driver and a key management attribute.

Increasing focus on the adoption of new global standards
for measuring and reporting long-term value creation is
driving ESG to become the core DNA of future enterprise.

Source: EY Thought Leadership: Setting the ESG agenda to achieve sustainable long-term value
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DNA of future enterprises

COP26: 5 actions that business should take in 2022 – the year of sustainability action

1

Business must contribute to keeping 1.5
alive, by accelerating its efforts

•
•
•
•

The new standard for net-zero and decarbonization targets is 2030.
However, action needs to start today – business should mirror forward guidance on financials.
Business should commit, deliver, report and be held accountable to yearly emissions reductions targets .
Sustainability has gone mainstream – ensure all leaders and employees are foundationally competent.

2

Business should prepare for the
implications of the changing market and
regulatory landscape

• Triggered by the Glasgow Financial Alliance for Net Zero (GFANZ alliance), businesses must take stock of the incoming wave of M&A
activity to divest high carbon assets and acquire green technologies.
• Understand your supply chain and exert positive influence: Leaders must delve deep into their supply chains and gain a detailed
understanding of where their scope 1, 2 and 3 emissions come from and establish a target reduction plan.

3

Businesses should expect and prepare for
higher momentum on the convergence of
sustainability standards

• The new International Sustainability Standards Board (ISSB) by the IFRS Foundation signals that businesses must equip themselves to
produce and report on high quality sustainability information.
• Ensuring data veracity will be key to lead on peer-to-peer comparisons on sustainability disclosures and maintain competitive
advantage.

4

Business should consider adaptation as
an important part of their agenda

• To build resilience, businesses that operate around the world must consider the investments that are needed to adapt to the effects of
climate change.
• This cannot come at the expense of mitigation.

5

Climate change is everybody’s business
and business needs to engage with
different voices

• Dialogue is critical - Activists help by creating energy and momentum for climate action and highlighting issues that businesses didn't
understand.
• Activists must also understand that businesses cannot transform their supply chain overnight.
• Building what may have once been considered unlikely alliances, will be critical for all stakeholder groups.

Source: EY Analysis
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Regulators have set the expectation for organizations to adopt better ESG practices
2015
►

Malaysia adopted the 2030 Agenda for Sustainable
Development (2030 Agenda) at the United Nations
General Assembly in New York

►

Bursa Malaysia required all listed issuers to
disclose sustainability statements annually by
2018

2016
►

Malaysia signed and ratified the Paris Agreement

►

Ministry of Finance (MoF) reinstated the Green
Technology Financing Scheme (GTFS 2.0) with an
allocation of RM2.0 billion

►

SC and BNM formed the Joint Committee on
Climate Change (JC3)

►

SC formed the Malaysian Green Financing
Taskforce (MGFT)

►

SC launched the Sustainable and Responsible
Investment (SRI) roadmap for the Malaysian capital
market

►

BNM issued the VBI Financing and Investment
Impact Assessment Framework (VBIAF)

2020

Securities Commission Malaysia (SC) issued the
new Malaysian Code on Corporate Governance
(MCCG 2017) which includes principles and
practices to encourage large listed companies to
adopt Integrated Reporting <IR>

►

Bank Negara Malaysia (BNM) launched the ValueBased Intermediation (VBI) strategy paper and
guidance documents

►

The Malaysian Anti-Corruption Commission (MACC)
Act was amended to introduce corporate liability for
corruption offences

2021

Capital Markets Malaysia (CMM) launched the
Malaysian Sustainable Finance Initiative (MSFI)

►

BNM finalized the Climate Change and Principlebased Taxonomy

►

BNM issued the VBIAF Sectoral Guide consultative
document for [1] Energy Efficiency, [2] Renewable
Energy and [3] Palm Oil

►

SC updated the MCCG to strengthen board oversight
and the integration of sustainability considerations in
the strategy and operations of companies

►

Malaysian Government formed the Malaysia Climate
Change Action Council (MyCAC) to address climaterelated issues

►

►

The Power of ESG Data

2018

Ministry of Energy, Green Technology and Water
Malaysia launched the Green Technology Master
Plan (2017-2030) which outlines Malaysia’s
strategic plans for green technology development to
create a low-carbon and resource efficient economy

►

Source: EY Research
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►

2019
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2017

Sustainable Energy Development Authority (SEDA)
recently released National Low Carbon Cities
Masterplan (2021)
Ministry of Environment and Water (KASA) will
develop a domestic emissions trading scheme

2022
►

Bursa Malaysia revised the Main Market Listing
Requirements and ACE Listing Requirements –
requiring listed issuers to have at least one female
director by 1 September 2022 (market
capitalisation≥RM2.0 billion) and 1 June 2023 (market
capitalization < RM2.0 billion)

►

SC expanded the Green SRI Sukuk Grant Scheme to
encourage more companies to finance green, social
and sustainability projects through SRI sukuk and
bonds issuance

►

BNM announced the Financial Sector Blueprint 20222026 which looks to position the financial system to
facilitate a transition to a greener economy

ESG Index is also evolving as investors are increasingly focused on sustainable investment
Evolution of global and local ESG index
•

•

MSCI KLD 400 Social
Index – first ESG Index

1999

•

1990

Dow Jones
Sustainability Index –
first global ESG Index

FTSE4GOOD Indexes
KLD Broad Market
Sustainability Index – U.S.
index for institutional
investors; now, MSCI USA IMI
ESG Leaders Index

•

2011
•

•

Barclays MSCI ESG Fixed
Incomes Indexes – first
global series of ESG fixed
income indexes

2004

Wilderhill Clean Energy Index –
first alternative energy index
KLD Select Social Index – first
optimised ESG Index; now MSCI
ESG Select Index

2013

2014

FTSE4Good Bursa Malaysia
Index

ESG + Factors indexes: FTSE,
MSCI, Solactive, RobecoSAM

2021

•

2016

•

According to the Global Sustainable Investment
Alliance’s, sustainable investment assets grew 34%
from January 2016 to January 2018.

United Nations Principles for Responsible Investment
(UNPRI) has grown to represent and support over 3,000
financial institutions that manage in excess of US$100
trillion.

Source: An Evolution in ESG Indexing Report – iShares by Blackrock, UNPRI Website, 2018 Global Sustainable Investment Review
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Securities Commission – updated
Malaysian Code on Corporate
Governance (MCCG) to outline
Board's responsibility on
sustainability
FTSE4Good Bursa Malaysia
Shariah Index

Local government funds such as the Employees
Provident Fund (EPF), the Retirement Fund
Incorporated (KWAP) and Khazanah Nasional Bhd
have become signatories to the UNPRI.

ESG benefits are clear - Sustainable companies perform better over the long-term and have a lower
risk profile towards investors
MSCI ESG ratings and market performance correlation
• Disclosure against the three pillars of ESG (around 37 ESG

MSCI

issues) from public database in addition to company disclosures
• Covers Small Cap (less than $2 billion) to Large Cap (more than
$10 billion)

A recent study showed five conclusions about the relationship between ESG and financial
performance:
1.

Improved financial performance due to ESG becomes more marked over longer time
horizons

2.

ESG investing appears to provide downside protection, especially during a social or
economic crisis

3.

Sustainability initiatives at corporations appear to drive better financial performance
due to mediating factors such as improved risk management and more innovation

4.

Studies indicate that managing for a low carbon future improves financial
performance

5.

ESG disclosure on its own does not drive financial performance

Source: 1EY Thought Leadership : How will ESG performance shape your future?; 2EY Center for Board Matters, 2021 proxy season preview: What we’re hearing from investors
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Sustainability indices outperformed their respective local capital market indices, indicating ESG
investment focus in the ASEAN markets

Source: EY Trending: Sustainable responsible investment in Malaysia and the region
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Capitalize on ESG data to unlock opportunities and stay ahead of the curve
Environment

Social

Emissions
•
•
•
•

Diversity

Scope 1, 2, 3 emissions in tons of CO2e
NOX emissions in g/Nm3 per product or operating hour
SOX emissions in g/Nm3 per product or operating hour
Particulate emissions (mg) per operating hour (from
measurement)

Governance
Governing body composition

• Percentage of employees per employee category in
each of the following diversity categories: (a) gender; (b)
age group; and (c) ethnicity
• Ratio of foreign to local hire of low-skilled workers
• Employment arrangement – local and foreign

•

Composition of the highest governance body and its
committees by:
• Competencies relating to economic,
environmental and social topics
• Tenure on the governance body
• Membership of under-represented social groups
• Stakeholder representation

Opportunities
Access to data on emission to the environment enables an
institution to:
• Better its reputation by financing projects that emits the
least amount of GHG emissions
• Build resilience to respond to physical and transition
risks, such as designing new production processes

Source: WWF, Bursa Malaysia, World Economic Forum, TCFD, Forbes
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Access to data on diversity within the workplace enables an
institution to:
• Improve reputation among stakeholders (e.g.,
employees, customers, board)
• Improve financial performance and outperform peers
through gender diversity

Access to data on how well a body is governed enables an
institution to:
• Improve reputation among stakeholders (e.g.,
employees, customers, board)
• Improve top-level decision making by having a breadth
of perspectives

1.2
Identifying the information gap
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Question time!

What do you think are the biggest challenge in relation to ESG data?

Please use the poll to give your answer!
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Data is critical to ESG
Data sources

Internal methodology and validation

ESG data validation

Compliance
(sustainable finance regulations)
Traditional ESG ratings providers
Reporting
(product and corporate level)

Investment research
(external / in-house)

“ESG engine”

Risk Management
(portfolio level, group level)

New products and services
(product level)
Emerging AI- driven,
quant methodologies

Investment process
(asset allocation, security valuation)

Source: EY: ESG data provider landscape
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ESG information are not yet sufficiently accurate, consistent, appropriate or timely enough to be
used effectively
Data accessibilities

Top 5 challenges to the usefulness and effectiveness of ESG reporting 1
Percentage of respondents who believe the aspects are challenges to the usefulness and effectiveness of
ESG reporting

►

A lack in forward looking ESG data limits the value of ESG reporting for
financial institutions to model future earnings

►

Assessing a company is on path to transition to a sustainable world is more
important than its current environmental and social impact

40%
37%

The lack of forward-looking disclosures

Data suitability

43%
41%

The lack of real-time information

The disconnect between ESG reporting and
mainstream financial information

►

A lack in forward looking ESG data limits the value of ESG reporting for
financial institutions to model future earnings

►

Assessing a company is on path to transition to a sustainable world is more
important than its current environmental and social impact

►

Composite ESG scores risk creating further distance between an investors’
understanding of a company and its real-world impact

►

ESG data is better suited to highlight worst performing companies due to
common use of ESG data through negative screening

46%
46%

The lack of focus on the material issues that really
matter

50%
37%

The lack of information on how the company
creates long-term value

51%
41%

2021

2020

Source: 1EY Thought Leadership: How will ESG performance shape your future; 2EY Thought Leadership: Why data remains the biggest ESG investing challenge; Environmental Finance: The future ESG data
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Ideal

Advanced

Intermediate

Basic

Better quality ESG data and disclosure from companies is needed to realize its full potential
Companies buying a single data set from a single provider or limited
data feeds from a few different third-party data providers to meet
basic regulatory expectations.
Across the middle of the spectrum are companies using several
different third-party data sources to meet a range of data needs. As
companies gain a better understanding of which types of data serve
different requirements, they look to use multiple data sets and
integrate multiple ESG considerations across business functions.

More progressive firms are more actively engaged in risk
management and seeking out commercial opportunities, while
market leaders in this space are driving innovation and spearheading
collaborative initiatives around the creation of alternative reporting
metrics and the harmonization of ESG data taxonomies.

Investors and corporates are aligned on mandating key aspects of ESG performance
transparency
Percentage of respondents who think the following actions by policymakers, regulators and standard
setters would be helpful

Mandating reporting of ESG performance
measures against a set of globally consistent
standards

Mandating independent assurance around
reporting of ESG performance measure

Requiring companies to disclose any major
ESG-related risks and uncertainties to
continued viability in the near, mid or long term

The ultimate target state for all companies is to have an integrated
ESG data model that uses a consistent source of ESG data for all use
cases and developing this internally requires significant investment.
The user perspective - investors

Source: EY: Why data remains the biggest ESG investing challenge; Environmental Finance: The future ESG data
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89%
74%

87%
74%

87%

74%

The issuer perspective - finance leaders

Financial institutions face challenges in understanding ESG data and how third party providers can
meet their needs

-

All models apply simplified assumptions and therefore
reduce the relevance of results

-

Most data or modeling providers are not an ‘out-ofthe-box’ solution

-

There is no silver bullet that covers all ESG data needs

-

Not all providers will cover the full spectrum of risks

-

The aggregation of data is not always transparent

-

Off-the-shelf models do not accurately capture tail
risk events and uncoordinated or delayed policy
action

Example:
Rating Variance Challenge :

Tesla

JUST Capital – rate Tesla in the bottom 10% due to weighting on
worker’s rights.
MSCI – rate Tesla as “A” grade due to weighting on the company’s
environmental impact.

Source: EY Analysis
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There is a need for a stronger connection between financials and ESG data
Convergence

Adoption

ESG data does not have the same degree of consistency, robustness and
comparability at an international level as compared to financial data

Market forces alone is not able to deliver on the potential of ESG to bring about
integration into strategy and target setting.3

•

A survey conducted with 1,100 companies indicated that data quality is a
key challenge to their ESG approach.1

•

98% of institutional investors performed review on non-financial reporting
results in opinion vary on the usefulness of the information it produces. 2

•

Regulators and government can bring much needed stability and certainty to
ESG reporting.3

•

84% of investors surveyed believe most companies are unprepared to comply
with potential ESG disclosure regulations.4

Assurance

Innovation

Level of assurance on sustainability information varies internationally and across
different sources.

Financial and nonfinancial information must be connected to shape strategy and
allow interested parties to assess the sustainability in the context of both
financial performance and consequences.

• Trust in ESG needs to be protected by the same approach use to prevent
financial misreporting.3

• Both issuers and user of ESG performance reporting believe it would be
helpful if assurance of disclosures are mandated by policy.5

New methodologies need to be developed to fully incorporate sustainability into
strategy, capital allocation and operations and to enhance ESG with grater
financial relevance.3

Source: 1EY Global Climate Risk Disclosure Barometer; 2EY: How will ESG performance shape your future?; 3EY: How to realize the full potential of ESG+; 4Edelman Trust Barometer 2020 Special Report- Institutional Investors; 5EY: Sixth global institutional survey
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Regulations and standards on ESG
and Sustainability Reporting

Page 23

2.1
Overview of sustainability reporting
regulations and standards
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Question time!

Does your organization publish its ESG disclosures or sustainability report?

Please use the poll to give your answer!
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ESG reporting landscape is evolving quickly to drive and guide sustainability efforts and reporting
Given the growing complexity of the ESG data landscape,
simplifying and focusing is essential

Data providers

Bloomberg

Rating agencies

1. Rating agencies
• Use different, often abstruse methods to assess ESG performance
with public and non-public data
• Can be difficult to ascertain the true ESG performance

2. Data providers
• Summarize and occasionally score ESG performance using various
indicators
• ESG performance can differ based on the types of indicator
assessed

Reporting frameworks

S&P Dow Jones
Indices
FTSE4Good
ISS ESG5

3. Company reports
• ESG reporting follows various non-financial frameworks
• Different frameworks have different guidelines regarding
sustainability reporting including climate change

• Publicly available ESG information by third parties which varies in
quality and reliability

SASB2

Integrated Reporting <IR>
Framework

CDP4

TCFD3

News

Sustainalytics

Media reports

Fitch Ratings

Publications
Court cases

Source: Mapping out the sustainability landscape, EY Research
Legend: 1. GRI: Global Reporting Initiative; 2. SASB: Sustainability Accounting Standards Board; 3. TCFD: Task Force on Climate-Related Financial Disclosures ; 4. CDP: Carbon Disclosure Project; 5. ISS ESG: Institutional Shareholder Services ESG
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Wealthsimple
Sensefolio
Truvalue Labs

MSCI
Refinitiv

4. News

GRI1

MioTech

OpenInvest
Vestive

The International Sustainability Standards Board (ISSB) intends to deliver a global baseline of
sustainability-related disclosure standards
1

With an estimated 600 ESG reporting standards globally, the ISSB is poised to bring much
needed consistency and comparability to ESG reporting standards.

2

The ISSB will develop a global baseline of sustainability disclosure standards and help
consolidate standards, allowing sustainability information to be produced with the same rigor,
assurance of quality and global comparability as financial information.

3

Two prototype disclosure standards – developed by Technical Readiness Working Group,
formed by the IFRS Foundation, provided a running start for the ISSB in its initial works :

Climate-related disclosures protype - Built on the Task Force for Climate- related Financial
Disclosures (TCFD) recommendations, requires entities to provide information that allows users to assess
climate-related risks and opportunities with respect to a company’s governance, strategy and risk
management as well as provide metrics and targets in relation to climate-related risks and opportunities that
allow for consistency and comparability throughout global market.

General requirements prototype – To provide guidance on disclosing other material ESG matters
that affect enterprise value, consolidating key aspects of content form existing standard setters.

Source: EY: What to watch as global ESG reporting standards take shape
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The IFRS Foundation’s
establishment of the
ISSB is a major step
toward achieving
relevant, decision-useful
sustainability
information for market
participants that is
comparable across
industries and
jurisdictions.

In view of the changing ecosystem, Malaysia’s regulators are increasing their attention on ESG
reporting
Bursa Malaysia issued the Listing Requirements mandating all public-listed companies (PLCs) to prepare a sustainability statement in their annual reports beginning
31 December 2016. PLCs are encouraged to adopt either the GRI Sustainability Reporting Standards (GRI Standards), SASB standards or the Task Force on Climaterelated Financial Disclosures (TCFD)’s recommendations in their sustainability reporting.

Bank Negara Malaysia released the Climate Change and Principle-based Taxonomy (CCPT) 2021. The CCPT is aimed at encouraging the adoption of ESG principles in
the financial institutions (FIs), complementing Value-based Intermediation Financing and Investment Impact Assessment Framework (VBIAF).
No significant harm to the
environment
Consider the impact of economic
activity and overall business on the
wider ecosystem

Remedial measures to transition
Address the significant harm identified
at economic activity level and/or the
overall business level

Climate change adaptation
Increase resilience to withstand
the adverse impact of current
and future climate change

Climate change mitigation
Reduce or prevent
greenhouse gas (GHG)
emissions

Prohibited activities
FIs should finance economic activities
that are not illegal and do not
contravene environmental law

Securities Commission Malaysia issued the Malaysian Code on Corporate Governance (MCCG) 2021 which sets out new and enhanced governance practices. Among
them, it prescribes the urgent need for boards and senior management to jointly manage material ESG risks and opportunities, as well as set up the company’s
sustainability strategy, priorities and targets.
A designated person within management to
provide dedicated focus and strategically
manage sustainability

Sustainability strategies, priorities, targets
and performance are communicated to
external and internal stakeholders

Source: EY: Setting the ESG agenda to achieve sustainable long-term value
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Review of performance in addressing
company’s material sustainability risks and
opportunities

Board to stay abreast with and understand
sustainability issues, including climaterelated risks relevant to the company

ESG reporting: What are your options?

Topics covered and approach

Primary
audience

Purpose

GRI

SASB

IIRC

CDP

TCFD

UN SDGs

UN PRI

CDSB

IBC-WEF

Global Reporting
Initiative

Sustainability
Accounting Standards
Board

International
Integrated Reporting
Council

Carbon Disclosure
Project

Taskforce on Climaterelated Financial
Disclosures

United Nations
Sustainable
Development Goals

United Nations
Principles for
Responsible Investment

Climate Disclosure
Standards Board

International Business
Council, World
Economic Forum

To communicate the
impact of business
on critical sustainability
Issues

To identify sustainability
issues that are likely to
have a material impact on
financial performance or
condition

To communicate how the
organization creates value
over time

To share information on
climate change,
forests and water, and
related
business risks between
companies
and stakeholders

To provide
recommendations which
serve as a global
foundation for effective
climate-related financial
disclosures

Various guides: To
document and illustrate
how industry initiatives
can support long term
stability and responsible
growth

For asset owners and
managers to report on the
extent to which ESG
factors are integrated into
investment decisions

To identify material
climate change and
environmental
information for
mainstream reporting

To provide common
reporting metrics for
sustainable value creation
for companies reporting
on ESG performance

Broad range of
stakeholder groups

Investor focused

Investor focused

Investors and value chain
customers and broader
range

Investors, insurers, and
lenders

Government agencies and
policymakers

Institutional and retail
investors

Investor focused

Investor focused

Comprehensive set of
standards with clearly
defined indicators,
grouped into three areas:
Economic, Environmental
& Social, as well as an
important context section.
Provides guidance on
identifying material topics

Covers five broad
sustainability dimension:
Environment, Social
Capital, Human Capital,
Business Model and
Innovation, Leadership
and Governance.
Includes an important
matrix that suggests the
material topics for
different industry sectors

Focuses reporting around
annual changes to six
capitals: financial,
manufactured,
intellectual, human,
social and relationship,
and natural, that are the
basis of an organization’s
value creation

Annual questionnaires
sent to largest public
companies addressing
climate change, forests
and water. Supply chain
companies also looped in
by their customers

Focused on climaterelated risk and
opportunities.
11 recommended
disclosures in mainstream
reporting under four
pillars: Governance,
Strategy, Risk
Management and
Metrics/Targets.
Additional guidance for
specific business sectors

Primarily compiled at the
national level, various
initiatives encourage
companies to disclose
how they contribute to the
achievement of the 17
sustainable development
goals with their easily
recognised symbols

Annual questionnaires in
which signatories must
report on the extent to
which ESG is integrated in
the investment process
and, increasingly,
precisely how that
integration occurs in line
with the six (6) UN PRI
Principles

Guidance on
incorporating
environment and climate
related issues into
mainstream reporting

Leveraging other reporting
frameworks, suggests a
set of 21 core metrics
organized into four pillars:
Principles of Governance,
Planet, People &
Prosperity. Supplemented
by 34 expanded metrics

Source: EY Analysis
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Identify the scope of focus in order to choose the right sustainability reporting standards for your
company
Global Reporting Initiative (GRI)

Audience

World Economic Forum International
Business Council
(WEF IBC)

Narrow
Investors

Broad
Multiple Stakeholders

Carbon Disclosure Project (CDP)

Climate Disclosure Standards Board
(CDSB)

Sustainability Accounting Standards Board
(SASB)

Task Force on Climate-Related Financial
Disclosures (TCFD)

International Integrated Reporting Council
(IIRC) Integrated Reporting Framework

Scope of Reporting
Narrow
Climate/ Environment
Source: Harvard Business Review : Designing Your Company’s Sustainability Report
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Broad
SDGs, CSRs, ESGs

Key considerations

Decide whether to focus
reporting only on
environment aspect or to
include a broader set of non
financial topics in the report
Decide whether companies
are reporting their impact on
the environment or the
impact of the environment
on the company

Six ways for companies to enhance their ESG reporting to better engage with investors
Focus on what is material and the connection
to strategy

Align disclosures to external frameworks

Disclose metrics, performance and goals

Investors want to see the ESG topics that intersect directly
with the business and its strategy. While it is generally
agreed that financial values should define the ESG focus, but
it is also noteworthy discuss formal materiality assessments
and to consider areas material to stakeholders.

Many investors encourage companies to provide a report
card or appendix map to that this alignment explicit.
Investors seek a baseline level of standardized data to
support relevance, objectivity and comparability.

Disclosure of metrics should measure progress year-overyear performance against ESG goals. Some investors noted
that they increasingly see forward-looking climate goals and
want to see the same for workforce and human rights topics.

Consider integrating material ESG
disclosures alongside traditional financial
metrics

Enhance data credibility through assurance

Make sure company disclosures are picked
up by third party data aggregators

Integrate ESG materials into traditional regulatory filings can
better reflect how ESG is aligned to the core business
models and business. Some investors view the integration of
sustainability factors into financial reporting as the ultimate
endgame.

Some investors said that attestation would help validate
sustainability reports and generally characterized assured
ESG data as the gold standard for demonstrating highquality information.

Third party data aggregators enable large asset managers to
have data at scale, allowing for a more efficient process.
Investors encourage companies to take a proactive role in
ensuring that their data is collected.

Source: EY, What investors expect from the 2021 proxy season
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Audience

Broad
multiple stakeholders

Choosing the right sustainability ratings for your company according to the size of your audience
and what you are reporting
“Paris-compliant” targets and performance

Supplier ratings

Verifies corporate greenhouse gas emissions reduction
targets are in line with the goals of Paris Agreement

Performs assessment on corporate performance along wider
set of topics including environmental and social

e.g., Science-based Targets

e.g., Eco Vadis

Climate bonds

Environmental, social, and governance
ratings

Suitable for companies looking to issue bonds for projects
that are in line with the greenhouse gas emissions trajectory
of the Paris Agreement can issue green bonds

Narrow
investors

Key considerations

e.g., Climate Bonds Initiative

Main global rating agencies typically measures quality of
disclosures along ESG dimensions or the risk that companies
face on ESG related matters

e.g., Sustainalytics, MSCI, Bloomberg

Scope of Reporting
Narrow
Climate/ Environment
Source: Harvard Business Review : Designing Your Company’s Sustainability Report
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Broad
SDGs, CSRs, ESGs

Decide whether companies
require a rating that is
focused on environmental
aspects only or on a broader
set of topics such as ESG
considerations
Decide whether companies
want a rating that is aimed
at investors only or at a
wider set of stakeholders

Asset managers use a range of different ESG data providers with MSCI, Sustainalytics and TruCost
being the most widely adopted
Analysis of 62 asset managers across EMEIA and the US on their ESG data provider usage
Number of different data providers used by asset managers to cover their ESG data
needs:

Number of asset managers that use single players in the ESG data provider market:

14

50

# Asset Managers

# Asset Managers
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6

40
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# ESG data providers used
Additional ESG data providers that are used by single Asset Managers analyzed are: TPI, FTSE Russell, Rhodium Group, Capital Profile,
Influence Map, ECPI, South Pole, SigWatch, Egan Jones, CFRA, Clarity.AI, Asset4, SVVK-Asir, Moody's, Impax, ENTIX, Vivid Economics,
FourTwentySeven, RiskWise.

The majority of the asset managers analyzed use between two and five different ESG data
providers. We also see some asset managers using up to 10 different ESG data providers
to be able to integrate ESG into their business.
Source: EY Analysis
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ESG data provider market leaders: MSCI is used by 52 out 62 asset managers analyzed and therefore is the
provider that leads in the WAM ESG data space. MSCI is followed by ISS-ESG and Sustainalytics which are used
by 35 asset managers in our analysis and respectively.

Sustainability reporting along with rating metrices can lead to superior sustainability and
corporate performance
1

ESG rating provides independently determined standardized summary indicators of sustainability
performance based on specific set of criteria

2

Rating serve as easy-to-understand communication tools that can facilitate comparisons of performance
between organizations and over time

3

Rating agencies often relies on collecting public ESG information disclosed by companies through
sustainability repots and annual repots for assessments

4

Assessment performed by rating agencies often form the basis of informal and shareholder proposalrelated investor engagement with companies on ESG mattes

5

Companies perceived to be falling behind through ESG ratings are likely to see its pool of available
investors shrinking over time

6

ESG ratings need to be critical near-term topics for C-suits and bards, which must craft a cohesive ESG
strategy, develop the right KPI and share a clear storyline about their achievement to different
stakeholders including analyst, rating agencies and investors

Source: EY, Short-term steps for long-term value: the impact of ESG ratings on TSR , 1: IOSCO – ESG rating and data product providers
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Objectives of ESG ratings1

Manage sustainablerelated risks or
opportunities.

Design and oversea
sustainable products.

Guide engagement
strategies that drive
positive changes in the
invested companies.

Guide corporate
sustainability initiatives.

Report to clients.

Monitor external asset
managers as trustee by
assessing the exposure of
ESG and climate risk.

2.2
Case studies and examples of leading
practices
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Bursa Malaysia Bhd
Sustainability governance: appropriate direction, oversight and accountability for implementation of an organization's
sustainability strategy 2

Sustainalytics ESG risk rating 1

13.1

LOW RISK

Low

An organisation chart which shows how sustainability is
governed within the company, starting with Board of Directors
and C-suits all the way down to business units tasked with
execution of sustainability strategies.

Exposure
Sustainalytics’ exposure refers to the extent to which a
company is exposed to different material ESG issues.
Balanced reporting: demonstrates transparency and builds trust among stakeholders, while allowing stakeholders to
make an objective and reasonable assessment 2

Strong
Management
Sustainalytics’ management refers to how well a
company is managing its relevant ESG issues.
Management scoring assesses the robustness of a
company’s ESG programs, practices and policies.

Source: 1: Sustainalytics ESG Rating, 2: Bursa: sustainability reporting best practices
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Transparent in disclosing higher
emissions and electricity consumption.

Bursa Malaysia Bhd (cont’d)
Balanced reporting: demonstrates transparency and builds trust among stakeholders, while allowing stakeholders to
make an objective and reasonable assessment 2

Sustainalytics ESG risk rating 1

13.1

LOW RISK

Low
Exposure
Sustainalytics’ exposure refers to the extent to which a
company is exposed to different material ESG issues.

Strong
Management
Sustainalytics’ management refers to how well a
company is managing its relevant ESG issues.
Management scoring assesses the robustness of a
company’s ESG programs, practices and policies.

Source: 1: Sustainalytics ESG Rating, 2: Bursa: sustainability reporting best practices
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Transparent in calculation scope and
approach on metrics impacting climate
related risk and opportunities.

CIMB Group Holdings Bhd
Sustainalytics ESG risk rating 1

19.1

Materiality: to identify significant economic, environmental and social risks and opportunities facing the
organisation and stakeholders 2

LOW RISK

Medium
Exposure
Sustainalytics’ exposure refers to the extent to which a
company is exposed to different material ESG issues.

Details on both internal
and external
stakeholders were
engaged as part of
materiality assessment.

Strong
Management
Sustainalytics’ management refers to how well a
company is managing its relevant ESG issues.
Management scoring assesses the robustness of a
company’s ESG programs, practices and policies.

Source: 1: Sustainalytics ESG Rating, 2: Bursa: sustainability reporting best practices
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Materiality matrix allows reader to understand priorities and
significance of each material matter and its impact to the
organization's sustainability approach.

CIMB Group Holdings Bhd (cont’d)
Sustainalytics ESG risk rating 1

19.1

Setting targets: to ensures organisation is striving to improve its performance and committed to sustainability
ambitions to do better 2

LOW RISK

Medium

Target is presented together with current
performance, allowing readers to identify
progress towards 2025 target.

Exposure
Sustainalytics’ exposure refers to the extent to which a
company is exposed to different material ESG issues.

Strong
Management
Sustainalytics’ management refers to how well a
company is managing its relevant ESG issues.
Management scoring assesses the robustness of a
company’s ESG programs, practices and policies.

Source: 1: Sustainalytics ESG Rating, 2: Bursa: sustainability reporting best practices
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2024 goals and commitment on sustainable
actions are clearly presented as a time-bound,
measurable target and includes a baseline.

Short break (10 mins)
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Sharing session by JC3 SC5:
Bridging the data gaps
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Use case for ESG data
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Question time!

How is your organization using ESG data ?

Please use the poll to give your answer!
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4.1
Approaches to integrate ESG considerations for
financial institutions

Page 44

Financial institutions can guard against the rise of ESG by integrating ESG considerations into their
core strategies

ESG in asset management

ESG in banking

ESG in insurance

Banks as levers to accelerate the transition
towards a low-carbon economy

Asset managers as gatekeepers to scrutinize
investments that creates positive impact

Insurance companies to play a pivotal role in
encouraging sustainable finance

•

•

•

•

•

Allocate resources to build business case and
competence for sustainable finance
Empower the risk management function to
understand and quantify climate-related sources
of physical and transition risk into the mainstream
risk assessment framework
Measure portfolio emissions or financed
emissions and set targets in line with the Paris
Agreement

Source: EY Thought Leadership: Risk, Returns and Resilience: Integrating ESG in the Financial Sector
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•
•

Incorporate high quality ESG data into investment
processes through systematic and explicit
inclusion
Engage in impact investing by targeting
investments aimed at solving social and/or
environmental issues
Perform exclusionary screening to exclude
companies involved in activities deemed
unacceptable or controversial

•

Integrate and consider ESG factors during the
underwriting process (e.g., resource depletion,
local communities and corruption)
Perform a comprehensive due diligence process
of risk assessment of the insured clients when
pricing premiums for them

Identifying the right use cases and applications for ESG data to influence decision-making,
manage risk and meet sustainability commitments

1

ESG scores

2

Raw data and analytics

3
4
5

Companies have leveraged vendors to evaluate their ESG scores relative to peers and initiated targeted projects aimed at improving their ESG score, focusing as well on the
top 10 shareholder ownerships and their stated objectives.

Companies have leveraged vendors to source raw data (e.g., emissions, physical locations, green products) and are developing internal methodologies to enhance internal
risk rating, underwriting and pricing, and credit assessment processes to support clients/counterparties in their transition to a low-carbon economy.

Climate risk modeling and stress testing
Companies have sourced client/counterparty data (e.g., geospatial, replacement value), temperature-alignment scenario models (e.g., Intergovernmental Panel on Climate
Change (IPCC), Network for Greening the Financial System (NGFS)).

Disclosures and commitments
Companies continue to use a collection of ESG data (e.g., emissions, exposure) from external and internal sources in sustainability reporting to communicate their net-zero
commitments and target setting methodologies (e.g., Sectoral Decarbonization Approach) from public or ESG vendor sources.

Sentiment Analysis
Companies have used big data and machine learning to analyze social media output, media coverage, and analyst reports to determine how their brands are portrayed with
respect to ESG factors.

Source: EY Analysis
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Four key steps to get the greatest value from external ESG data

Internal and external ESG data
assessment

►

►

►

►

Pull together use cases from
different workstreams to
understand and centralize
requirements
Implement use case prioritization
based on collected requirements
Look at internal and external data
sources to see what best fulfils
data needs for prioritized use cases
Select ESG data vendor
assessment for compliance with
data security and privacy
requirements

Data sourcing from select
vendors/internal sources and gap
assessment
►

►

►

►

Identify any gaps and
supplemental data needs.
Identify additional
internal/external data sources to
fulfill supplemental data needs
Identify potential data quality
challenges
Identify data transformation
needs

Source: EY: ESG Data Provider Landscape
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ESG data integration strategy and
roadmap development

►

►

►

Build an ESG data strategy in
alignment with enterprise data
management policy
Develop a roadmap to integrate
ESG data sources into existing
data ecosystems for prioritized
use cases
ESG data integration strategy
should align with Enterprise Data
Management policy with a focus
on data quality and transparency
into the data supply chain

ESG data integration execution

►

►

►

►

Source and ingest ESG datasets from selected
vendors for prioritized ESG use cases into the
enterprise data ecosystem, using existing data
ingestion patterns and tools as and when
necessary
Define and apply preventative and detective
controls to maintain enterprise data quality
standards on data sourced from ESG vendors
Utilize existing regulatory standards as guiding
principles to meet evolving regulatory needs
Consume ESG data from authorized
provisioning points in a unified data layer
across the enterprise to ensure consistency

ESG data provider plays an important role in financial institutions’ ESG data integration process

1

2

Purchasing Data

The data purchased tends to cover equities and to
some extent corporate bonds . This may only give
limited coverage for financial institutions with large
portfolios of unlisted equites and alternative assets.
There is a need to understand the underlying
methodology behind ESG scores or stress testing
scenarios to assess the fit to the business and
therefore be in a position to make meaningful
decisions.
There is a lack of consistency/correlation between ESG
ratings, due to differences in the underlying factors
used to derive the scores and the way in which each is
weighted. This makes it difficult to compare like-forlike, especially if asset managers are using a different
set of scores to asset owners.

Source: EY analysis
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Using multiple data sets

This provides a broader perspective and also meets a wider
range of data needs. For example:
►

Physical risk modelling for property assets or mortgage
lending books

►

Sentiment analysis to calibrate ESG scores and assess
reputational risk

►

Top down risk analysis for climate informed economic
scenario generators

►

Range of metrics to inform on investment beliefs and
stewardship

Multiple data sets reflects the firm has a better
understanding on the types of data serve different
requirements and ESG considerations are being integrated
across a range of business functions. However, it is still
important to understand how well the results fit to the
business, to apply actuarial judgement to strategic
decisions.

3

Using raw data and quant teams
Firms may still use third-party providers to supply raw
data or to enhance internal experience data and
publicly available disclosures.
Scoring or risk modelling methodologies are then
developed, based on assessment of key exposures, so
a better fit to the risk profile of the business is
achieved.
Building your own models also allows you to build in
consistency with existing systems and take into
considerations mitigating actions already in place such
as reinsurance
It requires significant investment and a depth of
knowledge. Those with quant teams have been working
on ESG risks for in excess of 10 years. There is however
an open question around whether there is a risk that
those who do not start to build the capability could be
come laggards over the coming 10 years.

It is important to understand the ESG vendor landscape to develop a comprehensive and informed
integration approach
Challenges
Data sources / Types
• Raw data: e.g. carbon emissions, gender of
board members
• Scores/ratings: Provide ESG metrics for
thousands of companies
• Big Data Aggregators ESG Sentiment analysis
• Risk assessment providers: ESG Risk
modeling/scores

Taxonomies
• Bringing together datasets never previously
integrated
• Aligning taxonomies, classifications and
measurements
• Lack of harmonization across jurisdictions
increases complexity

Standardization

Governance

• Lack of standardization of calculation
methodology (e.g., TCFD doesn't specify how
to calculate disclosures, so interpretations
may vary)
• ESG ratings vary markedly by provider
• Need to align rating provider methodology with
corporate strategy

• Significant business risks from misreporting
ESG and classification of funds
• ESG data Governance and data quality critical
• A key challenge will be how to evidence
transparency

Opportunities

Risks

Cost

Control

• Duplication: Current data needs are dealt with
in silos, leading to duplication
• Manual processes: Commonly used to compile
ESG reports and analysis
• Market data: Not fully disseminated across the
firm, leading to a loss in potential value

• Inconsistency: Approaching data management
and reporting in silos also leads to
inconsistencies in reported values
• Data gaps: This is particularly the case where
data gaps are managed in different ways
across different teams

Source: EY analysis
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Compliance
• Transparency: Regulators will expect timely
and transparent disclosure – a lack of
enterprise governance will risk regulatory
scrutiny

Competitive advantage
• ESG leaders will gain market share: The
market is changing dramatically – investor
needs are changing and organizations who
lead in ESG stand to gain competitive
advantage

Aligning Enterprise Data Management policy and ESG data integration strategy is key
►

►

Source and ingest ESG datasets from selected vendors for prioritized ESG use
cases into Enterprise data ecosystem.
Existing data ingestion patterns/ tools should be leveraged and extended as
necessary for ESG data sourcing based on vendor infrastructure.

Use-case driven
ESG data sourcing
and ingestion
►

►

ESG data should be consumed from authorized
provisioning points/ unified data layer across the
enterprise to ensure consistency.
Utilize existing data consumption patterns/ tools
and extend as necessary for ESG data
consumption.

►

ESG data quality
and lineage

ESG data
consumption

►

(for regulatory
compliance)
►

ESG data
integration key
tenets

►

ESG data
transformation and
curation

ESG data
security and
privacy

Selected ESG data vendors should be
compliant with data security and privacy
requirements.

ESG data
governance and
ownership

►

►

►

►

ESG data sourced from vendors e.g., GHG emissions,
counterparty emissions, ratings and rankings, etc. should be
owned by ESG reporting and/or Climate risk management team.

Source: EY analysis
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►

Define and apply preventative & detective controls to maintain
Enterprise data quality standards on data sourced from ESG vendors .
Capture relevant metadata for ESG datasets to document lineage and
provide transparency into data supply chain from vendor source to
reporting .
As ESG regulations are expected to evolve rapidly, utilize existing
regulatory standards e.g. BCBS239, CCAR, etc. as guiding principles
to meet future regulatory needs.

ESG data vendors provide data in different formats which should be
transformed based on consumption use cases e.g., climate risk
scenario modeling, metrics and reporting, and Enterprise goals
setting.
Leverage unified integration layer for ESG related calculations and
modeling.
Publish curated ESG datasets with calculated and modeled outputs
into centralized repository for consistent Enterprise-wide consumption.
Avoid creating multiple copies of ESG data.

Supplementing existing internal risk rating processes with climate-related consideration and ESG
data to enhance risk rating process
B

A

Illustrative climate
risk assessment

A

Transition risk
exposure

+

Transition risk management

Exposure uses indicators to examine
environmental vulnerabilities:

Management uses indicators to
measure vulnerabilities and mitigation
strategies:

• Biodiversity and land use
• Water
• Electric

• Location of company
operations
• Products and services
• Strategies and policies
• Targets and implementation

• Historical performance

Source: EY Analysis
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x

Sector and country
modifiers

(As required)

D

C

Transition risk exposure

• Energy

+

Transition risk
management

B

• Carbon

D

C

Physical risk assessment
Analysis based on extreme weather
indicators according to business
model and location of operations
using a predictability factor
(e.g.,95%) to forecast impact on
revenue and loss of business.

Sector and country modifiers
Selected based on indicators across
respective categories to compare
across sectors and countries to add a
corresponding multiplier.

Systematic inclusion of ESG data in investment analysis and investment decisions

1

Research

Information gathering Practitioners
gather financial and ESG information from
multiple sources.

Materiality analysis Practitioners
analyze relevant financial and ESG
information to identify material financial
and ESG factors affection a company,
sector and/or country.

Active ownership assessment

2

Analysis

Security and portfolio analysis
Practitioner assess the impact of
material financial and ESG factors on
the corporate and investment
performance of a company, sector,
country and/or portfolio.
This can lead to adjustment to
forecasted financials, valuation-model
variables, valuation multiples, internal
credit assessment.

Practitioner discuss material traditional
financial factors and ESG factors with
companies/ issuers and monitor the
outcome of engagement and/or voting
activities .

19 May 2022

Investment decisions
The material traditional financial factors
and ESG assessed influence a decision
to either buy/ increase weighting, hold,
maintain weighting, sell/ decrease
weighting, or do nothing/not invest .

ESG integration and exclusionary screening are
different

ESG integration does not prohibit investing in certain companies, sectors, or
countries
• ESG integration embeds ESG information into security selection and portfolio
construction process and all companies, sectors and/or countries in the investment
universe can be bought and sold
• Exclusionary screening is implemented before any investment analysis takes place

Portfolio returns are not being sacrificed to perform ESG integration techniques
• Practitioner apply ESG integration techniques to uncover hidden risks and/or
enhance returns using ESG information and ESG trends

Immaterial ESG issues do not affect investment decisions
• Practitioner assess all material factors – traditional financial factors as well as ESG
factors to identify investment risks and opportunities that are considered highly
likely to affect corporate performance and investment performance
• Materiality considers sector and country consideration, company considerations
and time-frame considerations

No major changes are needed to process and practices
• ESG integration is useful complement to practitioner current investment process
and practices. The main addition to process is the sourcing and analyzing of ESG
information
• Practitioner can develop new valuations models to include ESG information or feed
ESG information into existing models

Source: PRI: Guidance and Case Studies for ESG Integration

Page 52

3

Decision

!

The Power of ESG Data

More practitioner are quantifying and integrating ESG data into company and issuer valuations
Qualitative analysis of ESG information
The ESG analysis of a company or country is studied alongside the investment
analysis of that company or country to inform a “buy/sell/hold/don’t invest”
decision.
Scenario #1: Poor ESG performance, poor valuation assessment
Leads to “sell” or “don’t invest” signal
Scenario #2: Poor ESG performance, good valuation assessment

Leads to deeper analysis before a decision is made
• The ESG analysis can be the deciding factor between otherwise identical
companies or countries. If all other factors are equal, the practitioner will choose
the company or country that performs better on its ESG analysis.
• Practitioners invest in undervalued securities that have an opportunity to
outperform based on improving ESG performance and divest from overvalued
securities that could underperform based on deteriorating ESG performance.
• If a company has a low ESG score/assessment on certain ESG factors,
engagement with the company can improve those factors, resulting in a buy/hold
decision.
• The ESG analysis can influence the maturity of the bond that an investor
purchases.

Source: PRI: Guidance and Case Studies for ESG Integration
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Quantitative analysis of ESG information
ESG analysis of a company or country leads to an adjustment of its internal credit
assessment.

Sensitivity and scenario analysis
Temporary and permanent upward/downward adjustments to forecasted financials,
valuation model variables, valuation multiples, forecasted financial ratios, and/or
portfolio weightings are made for ESG analysis/ESG scores.

Portfolio construction decision
ESG data/analysis is used as a factor in quant models/factor investing that impact
portfolio construction decisions.

Portfolio weighting recommendations
Statistical techniques are used to identify the relationship between an ESG factor(s)
and/or aggregated ESG score, and future asset price movements and/or company
fundamentals. This can result in systematic rules that lead to portfolio-weighting
recommendations.
The beta of bonds with lower/higher levels of ESG risk is adjusted so that the
amount investors can hold in their portfolios could be more/less than previously
calculated.

Manulife Financial Corp – instilling sense of responsibility among public markets investment team
through ESG integration assessment
1

2

3

4

Fixed income

Listed equity

Private equity and credit

Private asset classes

Fixed-income ESG integration is adapted
to identify material issues within each
industry. In addition to the materiality
ESG risks, out investment professionals
seek to assess the timing of likely impact.

Using internal and external ESG data to
identify higher and lower risk stocks, and
active client engagement to assess a
company’s exposure and potentially help
enhance its resiliency to different types of
ESG risks. Such insights help shape
teams’ modeling and define sensitivities
around their estimates of fair value.

Credit analyst are responsible for
completing and ESG risk assessment and
can use the ESG risk profile to adjust the
relative value ranking if names within a
given industry.

Examples:
• Using known or perceive ESG risk to
identify potential risk over-or
underestimate.
• Using carbon risk data to flag level of
climate risk exposure and develop
potential risk outcomes.

Source: Manulife investment management stewardship report 2021
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Conduct ESG assessment of each
investment during due diligence and
incorporate findings into their
fundamental analysis.

Formalized sustainability initiatives for
private asset classes investments which
are supported by Sustainability in
Investment and Due Diligence tool.

ESG documentation in the investment
memorandum includes summary of
material sustainability factors,
identification and discussion of red flags,
areas for improvement and plans to
address gaps.

Using ESG due diligence process and
documentation in an investment
memorandum that is evaluated during the
investment committee approval process.
Incorporate ESG consideration into all
investment management and operational
across the value chain of the asset class.

4.2
Example of ESG data
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What data
is useful?
What
ESG data is useful? That depends on your needs…
•

For top down analysis, that models impacts of ESG risks on
sectors and the real economy will support SAA.

Many ‘warming potential’ indicators are
backward looking; assessing current
carbon intensity and mapping these onto
warming pathways provided by IPCC or
TPI.

•

Some offer additional ‘indicators’ such as
whether scope 3 emissions are included
or if the emissions trend is generally
downward.

•

True insights require models to be
forward-looking; taking into
consideration alignment targets,
transition plans and capital expenditure.

•

These methodologies are just beginning
to emerge but can be found in the
CA100+ alignment framework and the
open source alignment tool developed by
the Science-Based Targets initiative and
Ortec Finance.

Net Zero alignment

•

For tactical asset allocations a bottom-up analysis will be
required, which looks at the risk associated with entities in a
portfolio and aggregates to a portfolio and enterprise level.

•

Data underlying ESG scores and other metrics such as UNGC
violations can be used to assess whether asset holdings are in
breach of exclusions policies.

•

•

Investment management /
ALM

Sentiment analysis will identify any reputational risk associated
with entities.

Stewardship
Net Zero Alignment

•

Scenarios that model balance sheet impacts on both
assets and liabilities due to the impact of physical
and transition risks.

Risk management and
stress testing

•

Specific data needs will depends on your
stated priorities.

•

For top-down analysis (systemic and sector level
risks) or bottom up analysis (portfolio exposures).

•

e.g. carbon emissions, female/BAME
representation, UNGC violations.

•

Supports the TCFD reporting.

•

Many of these metrics are found in the
underlying data used to generate ESG
scores and can be accessed from data
providers.

Source: EY Analysis
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6

Each industry sector will have its own sustainability issues that requires critical assessment and
monitoring
Pillars

Property and
construction

Financial services

Telecommunications &
media

Utilities

Plantation

• Product design and
lifecycle management
• Supply chain
management

• Product design and
lifecycle management
• Physical impact of climate
change

• Network resilience
• Material sourcing and
efficiency

• Business model resilience

Economic and Business
Model

• Supply chain management
• Material sourcing and
efficiency

Environmental

• Physical impacts of
climate change
• Energy and water
management
• Waste management
• Ecological impacts

• Physical impact of climate
change (for mortgage and
insurance)
• GHG emissions (Scope 3)

• Physical impact of climate
change
• Energy management

• Physical impacts of climate
change
• GHG emissions
• Air quality
• Water management
• Waste

• Ecological impacts
• Physical impact of climate
change
• Energy and water
management

• Product quality and safety
• Employee and workers
health and safety

• Customer privacy
• Access and affordability
• Product labelling and
marketing
• Gender diversity

• Data security
• Customer privacy

• Access and affordability
• Employee and workers
health and safety

• Human rights
• Product quality and safety
• Employee and workers
health and safety

• Business ethics

• Business ethics
• Systemic risk management

• Business ethics
• Systemic risk management
• Competitive behavior

• Business ethics
• Critical incident risk
management
• Systematic risk
management

• Business ethics

Social

Governance

Source: EY Research
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Data & Metrics

Financial institutions are leveraging on ESG data to manage risks across the three ESG pillars
Environment

Social

Governance

Physical risk

Reputational risk: health & safety

Operational risk: corporate governance

• Geographic exposure of facilities
• Proportion of fund highly exposed to key indicators of
physical risk
• Quantitative estimated financial loss in the event of
extreme weather events
• Number of sites and business lines exposed to
relevant climate impacts
• Projected changes in production, revenues,
operational expenditure (Opex) or capital expenditure
(capex) due to climate change
Transition risk

Legal risk: customer responsibility

• Scope 1, 2, 3 emissions in tons of CO2e
• Exposure to Carbon-Related Assets
• Proportion of fund invested in low carbon opportunities

Source: Bursa Malaysia, Four Twenty Seven, UK Gov, World Economic Forum
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• Percentage of workers undergoing safety and health
training per annum
• Number of work-related injuries per annum
• Accident frequency rate
• Brief description of the Health, Safety and Environment
(“HSE”) organizational chart and the HSE Committee (if
available) at the work site

The Power of ESG Data

• Number of complaints
• Customer relationship management (grievance
mechanism)
• Transparency in product information and labelling
• Financial literacy
• Number of incidents of cyber attacks

• Number of board meetings per year in which climaterelated issues have been a substantive agenda item
• Percentage of women on the Board
• Percentage of Independent Directors on the board

Legal risk: anti-corruption
• Number of political contributions made
• Number of staff dismissals due to non-compliance with
anti-corruption policy
• Cost of fines, penalties, settlements in relation to
corruption

MBSB Bank uses ESG data gathered to ensure the project financed are aligned with its
Sustainability Sukuk Framework
Quantitative and qualitative metrics are in place to
determine the suitability of projects

Use of proceeds

There are 13 eligible categories,
each with its eligibility criteria to
determine the suitable projects
to finance.

Process for project
evaluation and selection

The MBSB Board is supported
by the Sustainability Sukuk
Working Group to identify and
review the Eligible Category and
Eligibility Criteria under the SSF.

EXAMPLES:
Renewable energy recipient
must have at least 1 operation
or more, dealing with renewable
energy generation sources such
as solar energy

Management of proceeds

Reporting

External review

MBSB tracks the allocation of its
proceeds through its own
established internal reporting
systems.

Annual Sustainability Sukuk
Report is based on quantitative
impact indicators from each
Eligible Category.

The SSF is reviewed by an
appropriate 3rd party to confirm
alignment of MBSB SSF to
standards and guidelines.

If any existing eligible assets no
longer meets the criteria, the
proceeds will instead be
allocated to new compliant
projects instead.

EXAMPLES:

As and when required, external
independent auditors will be
appointed to audit the report.

Renewable energy
Total installed capacity (MW)
Clean transportation Public
transit passenger capacity
Affordable housing Number of
affordable and social houses
financed

Source: MBSB Bank Sustainability Sukuk Framework
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Case study: Credit Suisse takes into consideration multiple data sources to make informed
decisions
ESG scores are subjective
Different ESG data providers
may rate the same company
differently.
While the scores are
subjective, the underlying raw
data is not.
Credit Suisse considers
numerous data sources to
make an informed analysis
and decision. This means
multiple data providers and
hundreds of different data
metrics.

ESG data

The ESG data collected feeds into the framework that upholds Credit Suisse’s
Sustainable Investment Framework

Credit Suisse uses a range of
external ESG research
providers and rating agencies
in combination with its inhouse sustainability and
financial analyses.
External ESG research is
derived from MSCI, RepRisk,
and ISS.

ESG data is made sense using a
framework such as the materiality matrix.
Credit Suisse’s ESG-integrated strategies
focus on factors that are believed to be
the most financially material to a
company – those most likely to affect the
bottom line.

Example materiality matrix for energy industry

The core ESG data are fully
integrated in Credit Suisse’s
portfolio management
software, Aladdin by
BlackRock.

ESG data collected feeds into a comprehensive reporting. Credit Suisse keeps
their clients informed about how their portfolio align with ESG criteria.

Illustrative example of ESG fact sheet
Source: Credit Suisse
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Exploring the power of ESG data
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Russell Marsh

Miranda Carr

Helena Fung

Director, EY Corporate Advisors Pte.
Ltd

Executive Director, ESG Research, Asia
Pacific, MSCI

Asia Pacific Head of Sustainable Investment,
FTSE Russell

Webinar feedback

Did you find the workshop useful?

Please use the poll to give your answer!
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Webinar feedback

Was the workshop effective in increasing your understanding of the importance of data
and non-financial disclosure ?

Please use the poll to give your answer!

Page 64

19 May 2022

The Power of ESG Data

EY | Building a better working world
EY exists to build a better working world, helping to create long-term
value for clients, people and society and build trust in the capital
markets.

Enabled by data and technology, diverse EY teams in over 150 countries
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