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Objective: Evaluate relationship between ESG metrics and corporate bond performance
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e CDSs are like insurance policies against the default of a bond issuer
e Investors use these securities as a proxy of bond performance

If ESG is found to have a positive influence on corporate bond performance, ESG becomes a signal to investors
to favor responsible and well-operated companies, driving investment toward sustainable corporations.
Sector-Specific Quintile Analysis

Data Universe: Investment Grade Companies in the S&P 500 with CDS spreads (203 companies)
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All Sectors Information Technology Sector

Sustainalytics and MSCI ESG Scores for S&P 500

The ESG scores of Sustainalytics and MSCI were somewhat correlated with an R
value of 0.500.

E, S, and G scores between the two aggregators were correlated at 0.327, 0.395,
and 0.045 respectively.

While perfect correlation between the two would eliminate the need for one or
the other, the marked difference in their component scores indicates a
significant divergence in scoring calculation. The especially weak correlation
in Governance scores points to a possible lack of governance related data or
structure around interpretation of Governance practice.

MSCI ESG Score

Sustainalytics ESG Score

Case Studies

as 10 10 Very Severe
9
- 7 8 8 Severe
= /2 = v
g 70 ° &
- i 5 5
3 65 y=\\]| I N g 7
55 3 €
o
50 ’ | 2 o 5 Moderate
a5 1
P I I Tl 5 4
O U Xx Z o Ux Z oUxTZTLoUTZoUXZoOUE Uz o>
GAZSHE3ZSFAZISFEZISAARISARZISZEI3A2 3
2010 2011 2012 2013 2014 2015 2016 2 Minor
= E Controversy SControversy mmmm G Controversy Total ESG Score 1
E Score S Score G Score 0 None

Purpose: To find the relationship between ESG scores and MSCI “Controversy Scores”

Objects: Three companies with the highest number of severe controversies in the sectors showing a positive relationship between ESG
score and CDS spread (Information Technology, Industrials, Materials) - Apple Inc. (shown as an example), General Electric
Company, and Du Pont De Nemours and Company

Findings: No observable relationship was found between ESG scores and the severity of any one controversy. However, higher E, S, and
G scores were found to be negatively correlated with the frequency of E, S, and G controversies.

Limitations: Possible bias in the company chosen, types of controversy reported, and media representation



