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Companies are identifying the right use cases and applications for ESG data to
influence decision-making and meet sustainability commitments
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ESG scores
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

Raw data and analytics
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))
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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

Ideal

Advanced

Intermediate

Basic

Companies are at varying levels of maturity in using ESG data
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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.

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 complexities of data selection
Financial services firms face a range of challenges when it comes to understanding ESG data and how third party
providers can meet their needs, making vendor selection non-trivial.

-

All models apply simplified assumptions and therefore
reduce the relevance of results
For example, they may not capture mitigating actions already taken by firms, or
their adaptability to change. Conversely, the larger a model, the less
transparent it is, the harder it is to perform full sensitivity analysis and the
harder it is for analysts and policymakers to interpret its results. The key is to
find a model which best represents the business, industry or market which
you are trying to model and enhance the results with out-of-model
adjustments, to tailor it to each firm’s individual situation

-

-

For example, climate scenario modeling may provide you with a metric such as Climate Value
at Risk (CVaR) or Cost of Carbon but these data outputs still need to be integrated into the
risk management framework. CVaR will need to be translated into a probability of default and
this in turn will need to be translated into balance sheet impacts.

-

There is no silver bullet that covers all ESG data needs
Some firms offer a suite of tools that cover multiple use cases but many are
focused. It is highly likely that you will need more than one data provider to fulfil
your ESG data needs. To achieve efficiencies, there is a need to avoid
duplication across providers as well as assess where a single data set can be
deployed across a number of use cases. Lineage/data mapping tools can be
used to support this

Off-the-shelf models do not accurately capture tail risk
events and uncoordinated or delayed policy action
It is important to understand the limitations of your model and apply
actuarial judgement to ensure that significant tail events are accounted for
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Most data or modeling providers are not an ‘out-of-the-box’
solution

-

Not all providers will cover the full spectrum of risks
Some focus only on environmental aspects, whilst others will look at environmental, social
and governance risks. Within the environmental metrics, many focus on climate and do not
capture broader biodiversity risks, which are becoming increasingly important.
Some modeling firms may focus only on physical or transition risks and some consider both,
but the scope of physical risks covered will vary. A separate qualitative analysis of litigation
risks may need to be considered, as these can be significant.

The aggregation of data is not always transparent
Understanding data inputs, assumptions and limitations is essential to understanding
results. For example, some rating firms overweigh particular ESG themes and you
will need to determine whether these are material to you. Some rating firms also
calibrate their score with sentiment analysis, while others do not.
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14; 5 available in 2021

EU Taxonomy

12; 7 available 2021

TCFD2

18; 2 available in 2021

SDG3 Alignment

1Sustainable

# of data providers offering
that type of solution

21; 2 available 2021

ESG Scoring

30

ESG Indices

19; 1 available 2021

Raw Data/ Data Analytics

36

Supply Chain

18

Sentiment Analysis

12; 1 available in 2021

Net Zero

16; 1 available in 2021

Climate Risk Modelling/Stress Testing

26; 2 available in 2021

Biodiversity

4; 3 available in 2021

# Data Providers

Regulation
Coverage

Data Solution

Data Solution: While the majority of data providers specializes in one to
three types of data solutions (e.g., scoring or raw data), there are some
data providers offering the whole range of ESG data product types:
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Commercial model: Most data solutions can be bought via licenses
whereby the fees differ depending on data usage. Six of the analyzed
data providers offer their solutions as open source and offer for-fee
implementation services.

27%

License
46%

Per dataset
Bespoke pricing

Open source

10%

No information
15%

Finance Disclosure Regulation (SFDR), 2Task Force on Climate-Related Financial Disclosures (TCFD), 3Sustainable Development Goals (SDG)

2%

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 EMEIA1 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:
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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, SVVKAsir, Moodys, 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.
1Europe,
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the Middle East and Africa (EMEIA)

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.

Four key steps will help asset managers or asset owners get the greatest value
from external ESG data
Step 1: 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

Step 2: Data sourcing
from select vendors/
internal sources and
gap assessment

Step 3: ESG data
integration strategy
and roadmap
development

•

•

•

•
•

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

•

•

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

Step 4: ESG data integration
execution
•

•

•

•

•

•
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Source and ingest ESG datasets from
selected vendors for prioritized ESG
use cases into the enterprise data
ecosystem
Use existing data ingestion patterns
and tools as necessary for ESG data
sourcing based on vendor
infrastructure
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
Transform data based on consumption
use cases and to ensure compliance
with data security and privacy
requirements
Consume ESG data from authorized
provisioning points in a unified data
layer across the enterprise to ensure
consistency

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 provide trust
through assurance and help clients grow,
transform and operate.
Working across assurance, consulting, law,
strategy, tax and transactions, EY teams ask
better questions to find new answers for the
complex issues facing our world today.
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