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Financial 

Impact 

Types of 

Financial 

Drivers 

COST OF 

CAPITAL 
REVENUE COST 

ASSETS & 

LIABILITIES 

Demand for  

Core Products  

and Services 

Intangible 

Assets and  

Long-Term 

Growth 

Operational 

Efficiency/Cost 

Structure 

Valuation of 

Core Assets 

and Liabilities 

Governance, 

License to 

Operate and 

Risk 

Health & 

nutrition in 

processed foods 

Diverse 

workforce in 

technology 

Energy-efficient 

chemicals 

production 

Stranded assets 

Operational 

safety of gas 

pipelines 

ESG 

Topics 

Today’s ESG is Unlike Historical Corporate Social Responsibility 
ESG focuses on financial performance, not corporate citizenship 
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The Rapid Rise in CSR Reporting… 

2011 2016 

From a minority of 

the S&P 500…  

… to a clear 

majority 

20% 

82% 

…Gave Researchers New Data Sets to Study 
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As the Field Evolves, the Financial Impact of ESG Gets Clearer 
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As the Research Has Proliferated, Inflows Have Followed 

The PM’s Guide to the ESG Revolution, Goldman Sachs Asset Management, 2017 
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As Inflows Grew, a Host of Data Firms Entered the Fray 

Data & Ratings Firms 

• Company-level Ratings 

• Proprietary KPIs 

• Proprietary Materiality 

Framework 
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But Most Sustainability Reports Haven’t Been Prepared for Investors 
 

 
2015 JetBlue Report 

https://www.jetblue.com/p/JetBlueResponsibilityReport2015.pdf 

https://www.jetblue.com/p/JetBlueResponsibilityReport2015.pdf
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As a Result, Investors Are Dissatisfied With ESG Reporting 
 

Sources:  EY, Is your non-financial performance revealing the true value of your business, 2017;  

                PwC, Sustainability Goes Mainstream, May 2014; ESG Pulse, 2016. 

Disclosure of ESG-related risk/opportunity that could affect business models 

 

Ease of comparing peer companies based on ESG data disclosed 

 

93% 

92% 

% Investors Dissatisfied 

http://www.ey.com/Publication/vwLUAssets/EY_-_Nonfinancial_performance_may_influence_investors/$FILE/ey-nonfinancial-performance-may-influence-investors.pdf
http://www.ey.com/Publication/vwLUAssets/EY_-_Nonfinancial_performance_may_influence_investors/$FILE/ey-nonfinancial-performance-may-influence-investors.pdf
http://www.ey.com/Publication/vwLUAssets/EY_-_Nonfinancial_performance_may_influence_investors/$FILE/ey-nonfinancial-performance-may-influence-investors.pdf
http://www.pwc.com/en_US/us/pwc-investor-resource-institute/publications/assets/pwc-sustainability-goes-mainstream-investor-views.pdf
http://www.pwc.com/en_US/us/pwc-investor-resource-institute/publications/assets/pwc-sustainability-goes-mainstream-investor-views.pdf
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Issuer Reporting 

Issuer confidence in the quality  

of the ESG information reported 

100% 

Investor Needs 

29% 

Investor confidence in the quality of the ESG 

information received from issuers 

vs. 

As a Result, Investors Are Dissatisfied With ESG Reporting 
 

Sources:  EY, Is your non-financial performance revealing the true value of your business, 2017;  

                PwC, Sustainability Goes Mainstream, May 2014; ESG Pulse, 2016. 

Disclosure of ESG-related risk/opportunity that could affect business models 

 

Ease of comparing peer companies based on ESG data disclosed 

 

93% 

92% 

% Investors Dissatisfied 

http://www.ey.com/Publication/vwLUAssets/EY_-_Nonfinancial_performance_may_influence_investors/$FILE/ey-nonfinancial-performance-may-influence-investors.pdf
http://www.ey.com/Publication/vwLUAssets/EY_-_Nonfinancial_performance_may_influence_investors/$FILE/ey-nonfinancial-performance-may-influence-investors.pdf
http://www.ey.com/Publication/vwLUAssets/EY_-_Nonfinancial_performance_may_influence_investors/$FILE/ey-nonfinancial-performance-may-influence-investors.pdf
http://www.pwc.com/en_US/us/pwc-investor-resource-institute/publications/assets/pwc-sustainability-goes-mainstream-investor-views.pdf
http://www.pwc.com/en_US/us/pwc-investor-resource-institute/publications/assets/pwc-sustainability-goes-mainstream-investor-views.pdf
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CSR Was Not Geared to Investors, So Ratings Are All Over the Map 

The ESG Data Challenge, SSGA, March 2019 
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CSR Was Not Geared to Investors, So Ratings Are All Over the Map 

The ESG Data Challenge, SSGA, March 2019 

Results of ESG Index Selection, GPIF, July 2017 
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CSR Was Not Geared to Investors, So Ratings Are All Over the Map 

The ESG Data Challenge, SSGA, March 2019 

Results of ESG Index Selection, GPIF, July 2017 

How Robust Are CSR Benchmarks? Comparing ASSET4 with 

Sustainalytics, Tilburg University, October 2018 
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ESG Disclosure Guidance Differs From Ratings, With Distinct Goals 
Unlike data firms, disclosure standards don’t rate companies, have transparent KPIs 

Disclosure of ESG Information 

Climate-specific 

Disclosure of 

Financial Information 

Investor-

Oriented 

• Public equities 

• Fixed income 

• Private equity 

• Real estate 

Stakeholder-

Oriented 

• Investors and… 

• Employees 

• Customers 

• Suppliers 

• Governments 
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77 industry-specific 

disclosure standards 

 

Used by companies and 

investors globally 

SASB connects businesses and 

investors on the financial 

impacts of sustainability 

SASB – Sustainability Accounting Standards Board 
Independent, non-profit standards-setting organization for ESG information 
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A Focus on Business Issues That are Related to E, S, and G 
Each industry is analyzed on 26 issues, but only a handful are material to an industry 

Environment 

• GHG Emissions 

• Air Quality  

• Energy Management 

• Water & Wastewater 

Management 

• Waste & Hazardous 

Materials Management 

• Ecological Impacts 

 

Leadership & 

Governance 

• Business Ethics 

• Competitive Behavior 

• Management of the Legal & 

Regulatory Environment 

• Critical Incident Risk 

Management 

• Systemic Risk Management 

Social Capital 

• Human Rights & 

Community Relations 

• Customer Privacy 

• Data Security 

• Access & Affordability 

• Product Quality & Safety 

• Customer Welfare 

• Selling Practices & 

Product Labeling 

 

Human Capital 

• Labor Practices 

• Employee Health & 

Safety 

• Employee Engagement, 

Diversity & Inclusion 

Business Model  
& Innovation 

Social  
Capital 

Human 
Capital 

Leadership 
& 

Governance 

Environment 

UNIVERSE OF 

SUSTAINABILITY 

ISSUES 

• Product Design & Lifecycle Management 

• Business Model Resilience 

• Supply Chain Management 

• Materials Sourcing & Efficiency 

• Physical Impacts of Climate Change 
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Investor-oriented & Stakeholder-oriented ESG Data is Complementary 
Different sustainability information to specific audiences for specific purposes 

 

Relevant Information  

All environmental, social, 

and governance topics of 

interest to a wide range of 

stakeholders 

Financially Material Data 

Sustainability factors reasonably 

likely to affect a company’s 

financial condition or operating  

performance 

Investors Broadest Range 

of Stakeholders 

Stakeholder 

Communications 

Investor 

Communications 
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With a Focus on Materiality, Leading Investors Support SASB 

Head of Due Diligence for the 

Chief Investment Officer 

Vice-Chairman 

Co-Head, Equity Division 

Managing Director and Global 

Head of Institutional Client 

Strategy 

Co-Head and Chief Investment 

Officer, Solutions & Multi-

Asset Group 

SASB’s Investor Advisory Group includes 41 firms with over $32 trillion AUM, 

represented by senior investment professionals  

 
Participants include: 

Senior Vice President and 

Head of Fundamental Equities  

Global Head of Credit 

Research  

Executive Vice President & 

Chief Investment Officer, 

Global Head of Beta Solutions 

President and Chief 

Investment Officer, Wells 

Capital Management 
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For Companies, SASB Standards Represent a Limited Set of KPIs 
Each standard is industry-specific & focused on materiality – just 6 topics, 13 metrics 

Topic Accounting Metric 

Product 

Safety 

Percentage of vehicle models rated by NCAP programs with an overall 5-star safety rating, by 

region 

Number of safety-related defect complaints, percentage investigated 

Number of vehicles recalled 

Labor 

Practices 

Percentage of active workforce covered under collective bargaining agreements 

(1) Number of work stoppages and (2) total days idle 

Fuel Economy 

& Use-phase 

Emissions 

Sales-weighted average passenger fleet fuel economy, by region 

Number of (1) zero emission vehicles (ZEV), (2) hybrid vehicles, and (3) plug-in hybrid vehicles 

sold 

Discussion of strategy for managing fleet fuel economy and emissions risks and opportunities 

Materials 

Sourcing 

Description of the management of risks associated with the use of critical materials 

Materials 

Efficiency & 

Recycling 

Total amount of waste from manufacturing, percentage recycled 

Weight of end-of-life material recovered, percentage recycled 

Average recyclability of vehicles sold 

One of the 77 industry-specific standards: Automobiles industry 
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“Corporate Sustainability:  

First Evidence on Materiality”1  

Even Without SASB Disclosures, Investors Are Evaluating with SASB 
Research studies point to the value of SASB’s materiality framework 

SASB-based 

ESG issues 

Immaterial 

ESG issues 

Total ESG 

issues 

MSCI KLD Data 

(1991-2013) 
4.18% 3.37% 2.93% 

Sustainalytics 

Data 

(2012-2017) 
1.19% 0.30% 0.97% 

Differences in four-factor alphas  

(High – Low Quintile Performance) 

Harvard Business School and Russell Investments find that performance on material ESG 

issues identified by SASB is a better predictor of return than traditional ESG issues 

“Materiality Matters”2  

Sources: 

1. Mozaffar Khan, George Serafeim, and Aaron Yoon, The Accounting Review, Vol. 91, No. 6, Nov. 9, 2016. Results for value-weighted portfolios of firms scoring at 

the bottom and top quintiles of the total, material, and immaterial sustainability indexes.  

2. Emily Steinbarth, Scott Bennett, Russell Investment Management Ltd., Feb. 2018.  Differences in the four-factor alphas of high and low portfolios formed on the 

basis of Material and Immaterial Sustainability Issues. 
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Case Study: From Stakeholder-based Reporting 
 

2015 JetBlue Report 

https://www.jetblue.com/p/JetBlueResponsibilityReport2015.pdf 

https://www.jetblue.com/p/JetBlueResponsibilityReport2015.pdf
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Case Study: To Investor-based Reporting 

http://blueir.investproductions.com/~/media/Files/J/Jetblue-IR-V2/Annual-Reports/jetblue-sasb-tcfd-2017.pdf 

2017 JetBlue Report – SASB 

http://blueir.investproductions.com/~/media/Files/J/Jetblue-IR-V2/Annual-Reports/jetblue-sasb-tcfd-2017.pdf
http://blueir.investproductions.com/~/media/Files/J/Jetblue-IR-V2/Annual-Reports/jetblue-sasb-tcfd-2017.pdf
http://blueir.investproductions.com/~/media/Files/J/Jetblue-IR-V2/Annual-Reports/jetblue-sasb-tcfd-2017.pdf
http://blueir.investproductions.com/~/media/Files/J/Jetblue-IR-V2/Annual-Reports/jetblue-sasb-tcfd-2017.pdf
http://blueir.investproductions.com/~/media/Files/J/Jetblue-IR-V2/Annual-Reports/jetblue-sasb-tcfd-2017.pdf
http://blueir.investproductions.com/~/media/Files/J/Jetblue-IR-V2/Annual-Reports/jetblue-sasb-tcfd-2017.pdf
http://blueir.investproductions.com/~/media/Files/J/Jetblue-IR-V2/Annual-Reports/jetblue-sasb-tcfd-2017.pdf
http://blueir.investproductions.com/~/media/Files/J/Jetblue-IR-V2/Annual-Reports/jetblue-sasb-tcfd-2017.pdf
http://blueir.investproductions.com/~/media/Files/J/Jetblue-IR-V2/Annual-Reports/jetblue-sasb-tcfd-2017.pdf
http://blueir.investproductions.com/~/media/Files/J/Jetblue-IR-V2/Annual-Reports/jetblue-sasb-tcfd-2017.pdf
http://blueir.investproductions.com/~/media/Files/J/Jetblue-IR-V2/Annual-Reports/jetblue-sasb-tcfd-2017.pdf
http://blueir.investproductions.com/~/media/Files/J/Jetblue-IR-V2/Annual-Reports/jetblue-sasb-tcfd-2017.pdf
http://blueir.investproductions.com/~/media/Files/J/Jetblue-IR-V2/Annual-Reports/jetblue-sasb-tcfd-2017.pdf
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What to Do as an IRO? 

• How do you get management on board?  

• Bust legacy thinking with research on ESG as an investment signal 

• Highlight net inflows for ESG funds 

• Talk to your largest shareholders 

• Do they care about ESG? 

• What data do they want to see? 

• Point to your peers 

 

• Start with defining your audience and purpose for ESG reporting 

• Investor and/or stakeholder? 

• Be deliberate about responding to surveys and raters – own your story! 

• Asset managers are increasingly developing their own scores, not 

leaving it to the ratings firms on their own 

• Ok to start small – the market recognizes ESG reporting evolves over time 
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