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ESG RATING
Use Case : SUSTAINALYTICS

“We consider the feedback we have received on the market for ESG rating and data providers is indicative of an 
immature but growing market, which, following several years of consolidation, has seen the emergence of a small 

number of large non-EU headquartered providers,”

Letter to the European Commission, Verena Ross, Chair of ESMA



ESG DATA LANDSCAPE

Divergence among ESG Ratings
A study from the MIT Sloan «Aggregate Confusion : The Divergence of ESG Ratings» (April 2022) investigates the 

divergence of ESG Ratings based on data from six prominent ESG Rating agencies. 

A diverse ESG Rating Market Market consolidation

• The correlation of ESG Ratings 
among the 6 different providers is on 

average 0.54 (2017 data)

• The divergence is explained by the 
measurement (56%), the scope (38%) and 

weights (6%)

Several type of Actors :

• Generalist Data Providers  (e.g.: Moody’s)

• ESG Data Providers (e.g. : RepRisk)

• Data Providers specialized in an E, S or G 
segment (e.g. Trucost)

• Market consolidation through mergers

• European ESG Data providers mainly
acquired by US/UK Companies 



SUSTAINALYTICS ESG RISK RATING OVERVIEW

An example of ESG Risk RatingOverview of the SUSTAINALYTICS 
ESG Risk Rating

Coverage • Approx. 14 000 companies

Source
• 350 Indicators

• 1 300 datapoints

Rating

• ESG Risk Ratings are categorized accross
five risk levels

• One rating comparable across all
subindustries (e.g.: the ESG Rating of an 
asset manager can be compared to the 
ESG Rating of an Oil & Gas Company).



SUSTAINALYTICS ESG RISK RATING SCOPE
TOTAL EXPOSURE : sensitivity or vulnerability to ESG risks

Exposure to ESG Material issues :
• Selection of relevant material issues with regards to the industry and sub-industry level
• Definition of a                   which reflects the deviation from the average exposure to a specific ESG material issue 

within its subindustry

MANAGEABLE RISK: Material ESG risks that can be managed by policies and initiatives

The manageable risk depends on the «Manageable Risk Factor»               for a specific 
material issue (range from 30% to 100%). The MRF depends on : (i) ability of a company to 
ensure compliance by its employees (e.g. : occupational health and safety), (ii) the effect 
of outside actors on the ability of a company to manage an issue (e.g. cybersecurity), (iii) 
the complexity of an issue (e.g. global supply chains), and (iv) the physical limitations on 
innovation or technology (e.g. airplanes and carbon emissions).

MANAGED RISK : ESG risks managed by policies 
and initiatives of the company based  on                                                    

UNAMANGEABLE RISK: 
which cannot be managed 
by a company (e.g. : carbon

emissions of a company
airline) 

MANAGEMENT GAP : gap between the 
managed risk and the risk that could be 

managed  

SCOPE OF THE ESG RATING
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How the score is defined for a material ESG issue?

COMPANY EXPOSURE

The final ESG Risk Ratings score is calculated as the sum of the individual material ESG issues’
unmanaged risk scores.

How the ESG Risk Rating is defined?

THE SUSTAINALYTICS ESG RISK RATING CALCULATION 

MANAGEABLE COMPANY EXPOSURE

MANAGED RISKS

UNMANAGED RISKS

An issue is considered to be material within the ESG Risk Ratings if its presence or absence in financial 
reporting is likely to influence the decisions made by a reasonable investor.  And to be considered 

relevant in the ESG Risk Ratings, an issue must have a potentially substantial impact on the economic 
value of a company 

What is the a material ESG issue (MEI) ?



SOURCES

https://connect.sustainalytics.com/hubfs/INV/Methodology/Sustainalytics_ESG%20Ratings_Methodology%20Abstract.pdf
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3438533
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