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W h a t  is  ESG In ve s t in g ?

ESG investing involves investing 
your money in companies that are 
committed to creating a positive 
impact on the world.

When making investment decisions, 
companies' commitment to 
enhancing performance in 
environmental, social, and governance 
areas is considered alongside financial 
factors.

Taking ESG factors 
into account for 

investment 
management 

allows for a 
comprehensive 

outlook of 
companies, 

mitigating risks 
and identifying 

opportunities.



• Circular economy
• Water use and conservation
• Climate Change/Carbon/Methane
• Sustainable land use
• Biodiversity
• Plastics
• Clean technology

• Human rights
• Labor relations
• Just transition
• Diversity, equity and inclusion
• Workplace benefits

En viro n m e n t a l 

So c ia l

Go ve rn a n c e • Tax fairness
• Cyber Security
• Executive compensation
• Responsible political engagement
• Corporate purpose
• Anti-corruption policies
• Board independence

Meeting today's needs without 
compromising the ability of future 
generations to meet their needs

Creating sustainable successful places 
that promote wellbeing, by 
understanding what people need from 
the places they live and work

Links ecological citizenship with 
institutions and norms of governance 
addressing the three issues of 
globalization, democracy and 
sustainability.

Exa m p le s  o f ESG Crit e r ia  u s e d  b y Su s t a in a b le  In ve s t o rs



P o s it ive  s c re e n in g  re fe rs  t o  t h e  
p ra c t ic e  o f a c t ive ly s e le c t in g  
in ve s t m e n t s  t h a t  m e e t  c e r t a in  
ESG c r it e r ia . 
• Positive screening provides a proactive approach 

for values-based investing and for focusing 

capital on more sustainable companies relative 

to industry average.

• Common ESG factors considered include GHG 

emissions, renewable energy use, board 

diversity, community relations, human rights 

policy and supply chain monitoring.

Ne g a t ive  s c re e n in g  fo c u s e s  o n  
lim it in g  e xp o s u re  t o  

o b je c t io n a b le  o r  u n s u s t a in a b le  
e c o n o m ic  a c t ivit ie s  ra t h e r  t h a n  a  

s o le  e m p h a s is  o n  p o s it ive  im p a c t .
• Negative screening involves excluding certain 

companies, sectors or practices based on ESG 

criteria.

• Common exclusions include tobacco, 

weapons, fossil fuels, alcohol, gambling, adult 

entertainment etc.



Alig n m e n t  t o  UN Su s t a in a b le  De ve lo p m e n t  Go a ls  (SDGs ) is  c ru c ia l in  d ire c t in g  in ve s t m e n t s

“Unless we act now, the 2030 Agenda will become an 
epitaph for a world that might have been.” 

— António GUTERRES 
Secretary-General of the United Nations

• New flows of private sector capital will play a decisive role in funding 
global development efforts. While government spending and 
development assistance will contribute, they are projected to account 
for no more than $1 trillion per year. 

• To bridge the financing gap, the private sector will need to invest 
significantly more, either by redirecting existing capital flows or by 
making new allocations.

17  Go a ls 16 9  
Ta rg e t s



Most investors prioritize climate change as top ESG issue, 
protecting portfolios from risks and taking advantage of 

opportunities for low-carbon, resilient economies.

Clim a t e  Ch a n g e

Companies face greater physical risks due to changing weather 
patterns, and, transition risks as economies shift towards being 

less carbon-intensive. These risks could impact a company's 
expenses, revenues, asset and liability values, as well as the 

availability and cost of capital.

Investment strategy is adapted using climate data insights to optimize returns and quantify risks.



Un it e d  St a t e s :
• SEC fund naming rule - funds names could be considered materially deceptive or misleading if a fund does not adopt a 

policy to invest, under normal circumstances, at least 80% of the value of its assets in the investment focus that the name 
suggests - Sep 2023

• SEC Climate Disclosure Rule - would require firms disclose greenhouse gas emissions, climate transition plans, governance 
and risk management. Awaiting finalization.

• DOL 401(k) plan ESG guidance - allows fiduciaries to consider ESG factors when evaluating investment choices but not at 
the expense of returns. Finalized in 2022.

• SEC Shareholder proposal rules - makes it harder for shareholders to demand corporate ESG actions like climate or diversity 
reports.

Eu ro p e a n  Un io n :
• EU Sustainable Finance Disclosure Regulation (SFDR) - requires financial products and firms to disclose sustainability risks 

and consider adverse impacts in investment processes. In effect March 2021.
• EU Taxonomy - provides criteria for determining if economic activities qualify as environmentally sustainable. Applied 

beginning 2022.
• EU Corporate Sustainability Reporting Directive (CSRD) - requires large companies to report sustainability information. 

Proposed to take effect in 2023.
• EU Corporate Sustainability Due Diligence Directive (CSDDD) - requires companies to identify, mitigate, and report on the 

impact of their operations and supply chains on human rights and the environment. Applies to both EU and non-EU 
companies. Proposed to take effect in 2024.

The regulatory focus on ESG reporting and risk management is increasing globally, though remains fragmented across 
jurisdictions. This could lead to disconnected standards making it difficult to have common objectives across jurisdictions.

Re g u la t io n s  Go ve rn in g  ESG In ve s t in g



Su s t a in a b ilit y St a n d a rd  Se t t e rs , Fra m e w o rk  De ve lo p e rs  a n d  In flu e n t ia l St a k e h o ld e rs

ESG Ra t in g s
Fra m e w o rk s

Frameworks provide an overview of the structure and topics to be addressed. Standards provide detailed 
structures, including specific metrics and detailed criteria.



Glo b a l Su s t a in a b le  Fu n d  Flo w s : Q3 20 23

• Global sustainable fund assets stands at USD 2.74 trillion at the end of September 2023.

• Amid greenwashing accusations and regulatory tightening, fewer funds are adding ESG-related terms to 

their names.

• A growing number of funds are removing ESG-related terms from their names in the U.S., but not in Europe.

So u rce : Mo rn in g st a r Glo b a l_ESG_Q3_20 23_Flo w _Re p o rt _fin a l 

US$121.3 trillion collective AUM for the 3,826 signatories (as of Mar 2021) of the UN supported Principles for Responsible Investment (PRI) 
initiative

https://assets.contentstack.io/v3/assets/blt4eb669caa7dc65b2/blt7d329f330547f085/6537e909de6c442b29970d4d/Global_ESG_Q3_2023_Flow_Report_final.pdf


“Da t a  is  t h e  n e w o il”, 
it s  va lue  lie s  in  it s  
p o t e n t ia l t o  o ffe r 

sup e rio r lon g-t e rm  
re su lt s .

ESG Da t a



Company disclosures
Annual reports, CSR reports, 
websites, exchange filings..

Company responses
Investor queries, information 

requests, news queries..

Alternative sources of 
company data

Asset Owners
Individual Investors, Pensions, Insurance 

Companies, Sovereign Wealth Funds, 
Endowments & Foundations, Single/Multi 

Family Offices

Asset Managers
Blackrock, Vanguard, Fidelity, Capital Group, 

Allianz, Amundi, JPM Chase, Goldman 
Sachs, UBS, DB

ESG Data Providers
MSCI, Morningstar, LSEG, Bloomberg, S&P, CDP, 

Alternative open sources...

ESG Rating Providers
MSCI, Morningstar, LSEG, ISS 

ESG Indicies
MSCI, Bloomberg, S&P, FTSE Russell

ESG Da t a
Quantitative or qualitative pieces of information on the environmental, social, economic and/or corporate 
governance exposures and practices of companies 



ESG Da t a  P ro d u c t s

ESG Rating is designed to measure a 
company’s resilience to long-term, 
industry material environmental, social 
and governance (ESG) risks.

ESG Ra t in g s

ESG Controversies allows investors to analyze a 
company’s significant E, S & G impacts by identifying 
company involvement in major ESG controversies, 
company’s performance and adherence to 
international norms and principles.

ESG Co n t ro ve rs ie s

Climate Change Solutions is designed to facilitate 
climate risk integration across the investment 
process. It provides forward looking scenario 
analysis, temperature alignment, emission data, 
fossil fuel exposure, clean tech solutions.

Clim a t e  Ch a n g e

Helps investors to better assess potential 
future costs and/or profits relating to 
their portfolio’s exposure to future 
climate change impacts

Clim a t e  Va R

Enables institutional investors to manage 
environmental, social and governance (ESG) 
standards and restrictions reliably and 
efficiently

Bu s in e s s  In vo lve m e n t  Sc re e n in g  
a n d  Glo b a l Sa n c t io n s

Identify companies that derive revenues 
from products or services with positive 
impact towards addressing each of the UN 
SDGs

Su s t a in a b le  Im p a c t  Me t ric s

Measures the ESG characteristics of the 
total portfolio, and rank or screen funds 
based on a diverse set of ESG exposure 
categories.

ESG Fu n d  Ra t in g s

EU Sustainable Finance legislative 
package data supports key legislative 
streams - SFDR, EU Taxonomy, Enhanced 
Corporate/Issuer Disclosures...

EU Su s t a in a b le  Fin a n c e

P o w e r in t e g ra t io n  o f ESG 
c o n s id e ra t io n s  in t o  

p o rt fo lio  c o n s t ru c t io n , 
a n a lys is , in ve s t m e n t  
s t ra t e g ie s , d e c is io n -

m a k in g  a n d  re p o rt in g

Th o u s a n d s  o f 
Da t a  P o in t s

e.g., MSCI provides a wide variety of ESG products and solutions. Here are the key ESG data products

So u rce : MSCI Da t a  Exp lo re r

https://dataexplorer.msci.com/ui/home


• Exclusionary screening
• Materiality analysis
• Red flag and watch list
• Norms based screening
• Model development
• Thematic review
• Macroeconomic analysis

Re s e a rc h

In v e s t m e n t  Ac t iv it ie s
Investors and corporations prioritize consistent, reliable, and comparable 

sustainability data for their investment processes

‘Data lake’ integrates with all different platforms in the firm 
incentivizing the use of trusted data in the investment 

process

Da t a  In fra s t ru c t u re

• Investee Stewardship
• Engagement
• Active ownership & Proxy voting

St e w a rd s h ip

• Portfolio review 
• Scenario analysis
• Portfolio weighting

P o rt fo lio  
Co n s t ru c t io n

• Fund mandates
• Client mandates
• Risk and exposure limits
• Screening rules

Ris k  Ma n a g e m e n t  a n d  
Co m p lia n c e • Reporting at holdings level, 

financial product level or entity 
level

• Regional regulations

Re p o rt in g

Re fe re n ce : UNP RI Drivin g  Me a n in g fu l Da t a  p ro g ra m m e



MSCI- ESG Ratings Key Issue hierarchy:

Source : MSCI ESG Ra t ings  Me t hod ology -J une  20 23

MSCI- Hierarchy of ESG Scores: 

LSEG - ESG Combined Scores Framework: 

Source : LSEG ESG Score s  Me t hod ology

Is s u e r  ESG Ra t in g s  Me t h o d o lo g y: MSCI a n d  LSEG 

https://www.msci.com/documents/1296102/34424357/MSCI+ESG+Ratings+Methodology+%28002%29.pdf
https://www.lseg.com/content/dam/data-analytics/en_us/documents/methodology/lseg-esg-scores-methodology.pdf


MSCI’s ESG Ratings and Climate Search Tool
https://w w w .m s c i.c o m /our-solutions/esg-investing/esg-ratings-climate-search-
tool/issuer/

Mic ro s o ft  

Te s la

Sustainalytics Company ESG Risk Ratings 
https://w w w .s u s t a in a lyt ic s .c o m /esg-rating

Is s u e r  ESG Ra t in g s  



Impact of ESG Issues Clim at e  Risk and  Op p ort un it ie s Im p ac t  o f ESG Issue s  Clim at e  Risk and  Op p ort un it ie s

MSCI’s  ESG Fu n d  Ra t in g s  a n d  Clim a t e  Se a rc h  To o l 
https://www.msci.com/our-solutions/esg-investing/esg-fund-ratings-climate-search-tool/funds/

ESG Fu n d  Ra t in g s  



Im p o rt a n c e  o f d a t a : UN Su s t a in a b le  De ve lo p m e n t  Go a ls  (SDGs )

Source : The  Sust a ina b le  De ve lop m e nt  Goa ls  Re p ort  20 23

Data plays a pivotal role in shaping 
policies and driving meaningful change.

• Investing in improved data infrastructure is crucial in 
facilitating a rescue plan for both people and the planet. 

• With the world grappling with multiple crises in areas 
such as health, food, energy and climate change, better 
data is needed to support informed policymaking. 

• Need to have efficient monitoring and reporting 
mechanisms in place, to track progress towards 
achieving the Sustainable Development Goals (SDGs).

• $5.4 and $6.4 trillion annual investment is needed to 
achieve the UN Sustainable Development Goals by 2030

En viro n m e n t a l So c ia l Ec o n o m ic



ESG Da t a  Ch a lle n g e s

In ve s t in g  in  b e t t e r  d a t a  in fra s t ru c t u re  
is  vit a l fo r  re s c u in g  b o t h  p e o p le  a n d  

t h e  p la n e t .



Un d e rs t a n d in g  In ve s t o r  Da t a  Exp e c t a t io n s

Im p ro ve  Qu a lit y o f Da t a
The Importance of keeping Up-to-Date approaches in data 

provision. It's crucial for data providers to regularly update their 
methods to keep up with the latest scientific advancements.

Exp a n d  Co ve ra g e
Data providers should expand coverage to 

include other asset classes without 
sacrificing data quality standards.

En h a n c e  Da t a  Gra n u la r it y
Data providers play a crucial role in assisting investors by 

providing granular data to assess key issue details, 
alignment, facilitate engagement, set targets, monitor 

progress, and produce reports.

P ro vid e  His t o r ic a l a n d  
Fu t u r is t ic  Da t a

Developing portfolio monitoring methodologies and 
tools that precisely track the improvement of holding 
and portfolio level metrics, and highlight the drivers 

behind trends and projections

Illu m in a t in g  d a t a  t h ro u g h  
m yria d  d im e n s io n s

Data providers must offer 
multidimensional data to evaluate a 
company’s exposure, management, 

industry specific issues etc.

P ro vis io n  fo r  o ve rr id in g  d a t a
Clients can improve their investment 

accuracy by having control over input data, 
allowing them to use their own research 

and expertise while maintaining 
consistency across all tools.

Re p o rt  o n  k e y in d ic a t o rs
Provide data for all key indicators required 

for mandatory regulatory reporting 

Em b ra c e  Glo b a l St a n d a rd s  
a n d  Fra m e w o rk s

Integrating ESG considerations and 
methodologies is essential for data providers, and 

should align with established best practices, 
relevant standards, and guidance.

SHOW  ME IT’S GOOD!

D a t a  is  t h e  k e y  fo r  
u n lo c k in g  ESG 

in t e g r a t io n  in t o  t h e  
in v e s t m e n t  m a n a g e m e n t  

p r o c e s s  a n d  it  is  fa ir  t o  
h a v e  m in im u m  s t a n d a r d  

e xp e c t a t io n s



1. Da t a  c o n s is t e n c y 2. Re s o u rc e  in t e n s ive  

3. Un e ve n  c o ve ra g e 4 . Ra p id  e vo lu t io n  

5. His t o ric a l d a t a  6 . Fit m e n t  t o  
d e fin e d  p u rp o s e

Overcoming lack of consistency 
in ESG scores

Significant effort required to 
aggregate, cleanse, interpret and 

analyze 

Differences in coverage by asset 
class, region or provider. More 
focus on NA, EU and Equities

ESG metrics and frameworks are 
constantly shifting and 

advancing

Backward-looking ESG data may 
not reflect current or future risks. 
Forward-looking analysis is 
limited.

Alignment with product 
objectives, client mandates and 
firm’s definitions, standards and 

principles

Gre a t e s t  Ch a lle n g e s  w it h  In c o rp o ra t in g  ESG Da t a



Mu lt ip le  d a t a  s o u rc e s

In t e rn a l So lu t io n s

In ve s t  in  t e c h n o lg y

In t e rn a l re s e a rc h

Ac t ive  e n g a g e m e n t s
Accessing ESG data from 

multiple sources rather than 
relying on a single data provider

Building in-house data tools with 
a focus on capturing alternative 

data and synthesizing into 
investment workflows.

Developing AI/ML capabilities to 
analyze unstructured data, 

identify material ESG factors 
specific to sectors and 

companies.
Conducting proprietary research, 

analysis and rating/scoring

Having direct engagement with 
companies to get disclosure on 
financially material ESG metrics

Ove rc o m in g  Da t a  Diffic u lt ie s



Ca n  AI h e lp ?



Th e  AI La n d s c a p e

Cu rre n t  St a t e  o f AI

• Advances in deep 
learning techniques for 
computer vision, speech 
recognition, and natural 
language processing, 
combined with greater 
access to data and 
compute power, are 
fueling broader AI 
adoption and building 
excitement and 
promise.

AI in  As s e t  Ma n a g e m e n t

• Predictive Analytics 

• Portfolio Optimization 

• Risk Modeling 

• Trade Execution 

• Client Service 

AI Tre n d s

• AI is being integrated 
into various industries 
and business functions 
for automation, 
augmentation of 
existing processes, 
discovering new 
insights, and making 
intelligent predictions 
from data.



Na t u ra l La n g u a g e  P ro c e s s in g  
(NLP )

Te xt  Su m m a riza t io n

Ma c h in e  Le a rn in g

Ne u ra l Ne t w o rk s

Da t a  Va lid a t io n

To extract unstructured ESG data 

Summarize key points from lengthy text 
documents

Determine ESG materiality and predict future 
metrics

Finding nonlinear relationships between ESG 
factors and financial metrics

Flag outliers or inconsistencies

AI To o ls  a n d  Te c h n iq u e s  u s e d  fo r  
Ha rn e s s in g  ESG Da t a



Se n t im e n t  An a lys is  

Clu s t e r in g  An a lys is  

W e ig h t in g  Alg o rit h m s

Fo re c a s t in g  Mo d e ls

Ro b o t ic  P ro c e s s  Au t o m a t io n  

Classify sentiment of unstructured text on ESG 
topics

Group companies based on similarity of ESG 
metrics

Optimize weighting schemes for ESG factors in 
scoring models

Predictive analytics using ML techniques to 
estimate future ESG performance

Automate repetitive ESG data tasks like 
checking for updates

AI To o ls  a n d  Te c h n iq u e s  u s e d  fo r  
Ha rn e s s in g  ESG Da t a  (c o n t d .)



• Extract 
unstructured data

• Summarize text
• Classify sentiments
• Link to comapnies 

and locations

DATA 
EXTRACTION & 
ENRICHMENT • Map to structured 

schema
• Validate and assign 

missing values
• Incorporate 

alternate datasets 

DATA 
INTEGRATION

• Identify key ESG 
themes

• Predict future metrics 
based on historical 
patterns

• Cluster companies by 
ESG performance

• Summarize key ESG 
metrics and events for 
companies

D ATA ANALYSIS

• Create interactive 
dashboards 

• Generate summary 
report of key ESG 
insights 

• Build notifications 
to view ESG alerts 
and data

B USINESS 
INTELLIGENCE

Us in g  AI t o  s yn t h e s ize  ESG d a t a



In ve s t m e n t  Ad vis e rs  Ac t  
The SEC does not have specific AI 

regulations but may scrutinize false or 
misleading claims about AI in 

investments. AI transparency and 
explainability is encouraged.

The SEC requires firms to establish policies 
to prevent violations of securities laws by 

algorithms and AI recommendations.

SEC re g u la t io n s  

La w s  a n d  Re g u la t io n s  Go ve rn in g  Us e  o f AI in  
As s e t  Ma n a g e m e n t

Regulatory guidance indicates firms 
should actively govern, test, and monitor 

AI models to mitigate risks. 
Documentation and explainability are 

encouraged.

AI m o d e l r is k  m a n a g e m e n t  

FINRA re g u la t io n s
The FTC prohibits false advertising and 

may examine asset managers' marketing 
claims about the use and benefits of AI.

AI used for automation of tasks like trading 
or portfolio management must abide by 

FINRA rules of supervision, surveillance and 
cybersecurity.

FTC - Tru t h  in  Ad ve rt is in g  la w s  
Asset managers operating in the EU must 

ensure AI systems comply with GDPR 
data privacy and consent requirements.

EU GDP R c o m p lia n c e   

While AI-specific financial regulations are still evolving, existing laws around transparency, fairness, safety and human role would 
apply to AI use in asset management. Regulatory guidance also emphasizes the principle of ethics in AI. 



Go ve rn m e n t s  s h o u ld  n o t  ru s h  w it h  a  "c o m p re h e n s ive " la w  t h a t  m ig h t  b e c o m e  o u t d a t e d  q u ic k ly. 

The US White House signed an executive order on October 
30, 2023, addressing labor issues related to artificial 
intelligence (AI). The order calls for a report on AI's potential 
impact on the labor market and recommends best 
practices to minimize negative effects and maximize 
benefits for workers regarding job displacement and labor 
standards.

So u rce : https://www.whitehouse.gov/briefing-room/statements-releases/2023/10/30/fact-sheet-president-
biden-issues-executive-order-on-safe-secure-and-trustworthy-artificial-intelligence/

The EU AI Act takes a risk-based approach and categorises AI 
systems into four risk levels: minimal or no risk, limited risk, high 
risk and unacceptable risk. Unacceptable risk AI systems will be 
strictly prohibited, with obligations then tapering based on risk 
level.

So u rce : https://www.europarl.europa.eu/news/en/headlines/society/20230601STO93804/eu-ai-act-first-
regulation-on-artificial-intelligence

AI Re q u ire s  Dyn a m ic  La w s



Le a rn in g  Re s o u rc e s  fo r  ESG a n d  AI

• PRI Academy: Responsible Investment Courses

• CISI: Sustainable and Responsible Investment

• FDP Institute by CAIA: FDP Charter 

https://priacademy.org/pages/academy-syllabus
https://www.cisi.org/cisiweb2/cisi-website/study-with-us/professional-assessments/sustainable-and-responsible-investment-professional-assessment
https://fdpinstitute.org


L I V E  A N D  I N V E S T  R E S P O N S I B L Y

www.linkedin.com/in/ziabraham

+1.425.647.8822

ziabraham@gmail.com

Contact Info
Reach out if there are any questions.



Q & A

Please join us for our upcoming webinar:

Investing in Asset Backed Securities Using Data 
Science

Register Here: 
https://bit.ly/3QXnENc

https://bit.ly/3QXnENc


Thank You

Contact Us: fdpinstitute.org

info@fdpinstitute.org

@FDPbyCAIA

linkedin.com/company/FDP Institute
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