
Elements of the EU Action Plan for Sustainable Finance (with well-known items such as taxonomy, disclosure

regulation (SFDR)) are advancing inexorably and are causing headaches for many financial market participants

these days. Not only these actually sensible transparency obligations, but also the consideration of sustainability

risks in the investment process have become part of regulatory obligations. For this purpose, many investors

resort to ESG ratings, which perform a risk assessment from a sustainability perspective on all three levels

(environmental, social and corporate governance) and provide an assessment of the quality of sustainability risk

management.

Many financial market participants now manage their sustainable products very specifically according to these

ESG ratings - passively screened ESG products in particular almost exclusively feature investments with high ESG

ratings. Companies with lower ratings, but which are undergoing a serious transformation or whose sustainable

business model has been misunderstood by sustainability rating agencies, are rarely found in these allocations. A

good ESG rating can therefore increase the company's visibility on the financial market and can also be beneficial

when it comes to refinancing matters. A poor ESG rating can lead to exclusion from many product strategies and

make it more difficult to access the capital market. Thus, ESG ratings now have tangible fundamental

implications for a company.

At this point, we asked ourselves whether a change in an ESG rating (in this case, from MSCI ESG Research) has

an impact on a company's share price and took an empirical look. For our European universe of approximately

3200 companies, we took the ESG ratings since January 2017 and compared the performance impact of a rating

upgrade or rating downgrade over different time periods (one month, three months, twelve months). To take

account of general market movements, the performance relative to the European market (via STOXX® Europe

600) was also examined.
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• Despite bias effects, ESG ratings are an important steering parameter for many 

investors, resulting in performance potential for holistic approaches.

• In recent years, an ESG rating upgrade in Europe has resulted on average in positive 

absolute returns and relative outperformance, while a downgrade has resulted in 

underperformance.Benedikt Kirsch
Head of ESG

Our funds disclose according to Article 8 SFDR and have the target market designation “R” according to MiFID II



As the graphs impressively show, on average, companies performed positively in both absolute and relative

terms after an ESG rating upgrade, while rating downgrades led to an underperformance of the comparative

benchmark. Identifying ESG rating changes in advance therefore offers concrete performance opportunities. But

how exactly does one identify these companies?

First and foremost, it is important to understand that caution should be exercised in taking ESG ratings as the

sole metric and measure of sustainability quality. As we have analyzed elsewhere, ESG ratings suffer from some

shortcomings, such as lack of correlation, infrequent updates (“static ratings”), systematic neglect of small caps

("ESG Neglected Firm Effect"). Another important point is their backward-looking nature: since at best present-

related data can be analyzed, an ESG rating provides a good insight into the status quo of a company. Future

fundamentally relevant sustainability potentials are not taken into account.

In order to identify these, a holistic approach is needed that takes a deep look at the business model, its drivers

and management to emancipate from these shortcomings. With our SUSTAINMENTALS® approach, we do just

that: we identify companies with high fundamental and sustainability potential and accompany them in their

value development over the long term..

ABSOLUTE (LEFT) BZW. RELATIVE (RIGHT, VS. STOXX® EUROPE 600) AVERAGE PERFORMANCE BY

ESG-RATING-CHANGES
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SUSTAINAMENTALS®

Our holistic approach of integrating non-financial criteria such as environmental consideration, social aspects and responsible

corporate governance into a value-oriented, fundamental investment process combines two worlds: fundamental and

sustainability. This approach reflects the simple equation:

SUSTAINABILITY + FUNDAMENTALS = SUSTAINAMENTALS®

For our clients, this means investing in attractive companies with long-term sustainable business models.

https://www.private-banking-magazin.de/wir-wollen-das-esg-momentum-rausfiltern/
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© Copyright

This publication is protected by copyright. All rights which this establishes are reserved, also for any
partial or abridged use thereof. While we have prepared this presentation with due care, it cannot be
excluded that it is incomplete or contains errors. The publisher, its managing directors, senior officers
or employees are therefore not liable for the correctness or completeness of the information. Any
incorrectness or incompleteness of the information shall not give rise to any liability for direct or
indirect damages or loss.
Haftungsausschluss

The information contained in this document constitutes marketing material and has been provided for
informational purposes only. Although the information was obtained from sources, we believe to be
reliable, we cannot assume and guarantee for its accuracy or completeness. We expressly point out
that this does not constitute an offer to buy or sell Fund units. Investment decisions should be based
only on the current Sales Documents (key investor information, sales prospectus, articles of
association and if published, the most recent annual and semi-annual report) of the fund advertised in
the marketing communication, which also contain the sole authoritative contractual terms and
conditions or investment conditions. The Sales Documents are available free of charge at the
custodian bank Kreissparkasse Köln, Neumarkt 18–24; 50667 Köln, the asset management company
Universal-Investment-Gesellschaft mbH (Theodor-Heuss-Allee 70, 60486 Frankfurt am Main) and the
distribution partner CHOM CAPITAL GmbH, Neue Mainzer Str. 52 – 58 (https://www.chomcapital.com).
The sales documents are also available on the Internet at https://www.universal-investment. The
information provided is not intended to be construed as recommendation or advice. All statements
reflect our current assessment. The opinions expressed in the document may change without notice.
Neither the asset management company nor its co-operation partners assume any liability whatsoever
for the use of this document or its contents.
A summary of your investor rights can be found in German at https://www.universal-
investment.com/media/document/Anlegerrechte. In addition, we would like to point out that Universal-
Investment may, in the case of funds for which it has made arrangements as management company
for the distribution of funds units in other EU member states, decide to cancel these arrangements in
accordance with Article 93a of Directive 2009/65/EC and Article 32a of Directive 2011/61/EU, i.e. in
particular by making a blanket offer to repurchase or redeem all corresponding units held by investors
in the relevant member state.
Awards and logos used
The European Transparency Logo for Sustainability Funds indicates that CHOM CAPITAL is committed
to providing accurate, adequate and timely information to enable interested parties, especially clients,
to understand the sustainable investment approaches and methods of the respective fund. Detailed
information about the European Transparency Code can be found at www.eurosif.org. The
Transparency Code is managed by Eurosif, an independent organization. The European SRI
Transparency Logo represents the fund manager's commitment as described above. It is not to be
construed as an endorsement of any particular company, organization or individual.
Risk Warnings
It is important to note that securities contain both opportunities and risks. The prices of the securities
in an investment fund can go up and down relative to the price at which they were purchased. This
depends especially on the development of the capital markets or on specific developments at the
issuer, which are not always predictable. There can be no assurance that the objectives of the
investment policy will be achieved. Furthermore, there is no assurance that the initial investment will
be recovered in the event of redemption. For detailed information regarding the individual investment
risks, please refer to the sales prospectus. Past performance is no guide to future performance, and no
guarantee of future success. Investment units of the Company should only be bought by institutional
or experienced (advised, sophisticated) investors who are aware of the risks relating to investments in
shares, share certificates, other equity securities of companies and derivatives. It is assumed that
these investors are able to consider and evaluate all relevant risks in the investment decision process
because of their experience.

FOR PROFESSIONAL INVESTORS ONLY

http://www.chomcapital.com/
https://www.chomcapital.com/en/home-en/
https://www.universal-investment/
https://www.universal-investment.com/media/document/Anlegerrechte

