
The present version of this document is based on methodology 
papers drawn up by MSCI ESG Research LLC.

The chief characteristics
	 MSCI ESG Ratings are sector-specific benchmarks that are 

determined at company level. The ratings are based on  
a global 7-band scale from AAA (the highest rating) to CCC.

	 The environmental and social-responsibility issues used  
for rating a company are selected according to the company’s 
dependence on potentially significant ESG risks. These are 
determined by sector- and market-specific factors.

	 All companies are assessed on the basis of the “corporate 
governance” and “corporate behaviour” themes. The rating is 
based on the discrepancy between proven procedures and  
the individual companies’ governance practices.

	 Where relevant, the ESG Rating takes account of a company’s 
positioning in terms of satisfying market demand for products 
and services that make a positive ecological or social contribu-
tion.

	 The MSCI ESG Ratings consider the measures taken by a 
company’s management in relation to its aggregate ESG risks 
and opportunities. In general, these management measures  
are evaluated in terms of governance structures, guidelines and 
objectives, quantitative performance parameters and the 
associated controversies.

ESG Rating and ESG Score
An MSCI ESG Rating measures a company’s dependency on and 
resilience to long-term ESG risks of relevance to its sector. 
Whereas the leading companies (ratings AAA and AA) have their 
ESG risks and opportunities under control and are therefore  
less exposed to potential risks, the „laggards” (ratings B and CCC) 
do not have such management processes in place.

The MSCI ESG Quality Score correlates directly with the ESG 
Rating. The table below shows how the seven ESG Ratings  
are delimited as well as the related ESG Scores, which extend 
over an evenly distributed scale ranging from 0 to 10 points.

Double materiality
The concept of double materiality calls on companies to consider 
their sustainability reporting from the following two perspectives:
	 Inside-out perspective (impact materiality): Refers to the  

actual or potential impact of a company on the environment, 
society and the economy.

	 Outside-in perspective (financial materiality): Refers to the 
financial impact of sustainability factors on a company.

MSCI ESG Ratings
We are conscious of our responsibility towards the environment, society and future generations. With a holistic approach,  
we are committed to underpinning our business with ethical principles as well as social and environmental responsibilities, thereby 
fostering sustainable and beneficial development. By doing so we create added value – for our stakeholder groups and for  
the environment.

ESG at Zuger Kantonalbank

MSCI ESG Ratings measure resilience to 
long-term ESG risks and opportunities. 
MSCI ESG Scores have a direct correlation 
with the ESG Ratings.

Rating Score Features

AAA 10
8,571

7,143

5,714

4,286

2,857

1,429
0

Leader: Company leading its industry in managing 
the most significant ESG risks and opportunitiesAA

A
Average: Company with an average track  
record of managing the most significant ESG risks 
and opportunities relative to industry peers

BBB

BB

B Laggard: Company lagging its industry due to  
its high exposure and failure to manage significant 
ESG risksCCC
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An evaluation of the MSCI ESG ratings commences with a double 
materiality assessment in order to determine which sustain- 
ability topics are the most important for companies and sectors. 
The sub-groups of these topics that are the most relevant  
in financial terms are then prioritised and weighted. MSCI ESG 
ratings are thus based on the key external sustainability  
impact of companies and take account of significant data, if the 
latter’s impact is of financial relevance.

Assessment
The top-level assessment is the Company ESG Rating, an industry- 
specific rating on a seven-point scale from AAA to CCC.  
These assessments should not be viewed as absolute but are ex- 
plicitly intended to be interpreted relative to a company’s  
industry peers. The Company ESG Rating is derived from the final, 
industry-adjusted score based on an assessment of the under- 
lying data for the three sub-areas E, S and G.

Taking as its basis the three pillars of Environment, Social, and 
Governance, MSCI ESG Research LLC evaluates a large  
number of data points, broken down into ten themes, along with 
further key aspects. Here MSCI focuses on the intersection 
between a company’s core business and the sectoral challenges 
that can give rise to substantial risks and opportunities for  
the company.

MSCI calculates the dependency of each company in respect of 
the key ESG risks on the basis of a detailed breakdown of 
business activities: its core products or business segments, where 
its assets and revenues are located/generated, as well as  
other relevant factors. The analysis likewise takes into account the 
extent to which a company develops robust strategies and  
has a strong track record in terms of mastering its specific risks 
and opportunities. Ongoing controversies or structural  
controversies that have occurred over the last three years result in 
a reduction in the number of points allocated for each theme.

Between two and seven environmental and social key issues for 
each company are identified. These are sector-specific and  
are evaluated on the basis of the environmental or social external 
factors that can give rise to unforeseen costs for a specific 
company or sector. Furthermore, the aspect of governance is evalu- 
ated for all companies: a number of key governance issues
are evaluated in two different thematic areas – corporate gover- 
nance and corporate behaviour. Where the Environment and 
Social pillars are concerned, the weightings of the key issues for 
each sub-sector are allocated on the basis of this sub-sector’s 
contribution to negative external effects and the expected time 
horizon for a core problem to materialise. Key issues and 
weightings are subjected to a formal review process at the end of 
each calendar year. For the Governance pillar, weightings  
are determined at the level of the pillar rather than the level of 
the key issue.

To obtain the definitive ESG Rating, a weighted mean is calcula-
ted for the three pillars Environment, Social and Governance 
(Weighted Average Key Issue Score) and adjusted by comparison 
with the ESG Rating sector peers (Final Industry-Adjusted 
ESG Score). This makes it possible to undertake comparisons of 
different sectors. Based on the Final Industry-Adjusted ESG  
Score, an ESG Rating of between AAA and CCC is then defined. 

Interplay of the various levels
3 pillars 10 themes

Environment Climate change, natural capital, pollution and 
waste, environmental opportunities

Social Human capital, product liability, stakeholder 
opposition, social opportunities

Governance Corporate governance, corporate behaviourSo
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ESG Rating
(AAA-CCC)

Final industry- 
adjusted ESG Score

Weighted Average 
Key Issue Score

Social
Pillar Score

Environmental
Pillar Score

Governance
Pillar Score

Preset Score-to-Letter-Rating Matrix

Adjusted relative to industry peers

Weighted average of underlying Pillar Scores
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Portfolio context
At the investment fund level, too, the same scores are derived from 
the information on the individual securities. Every investment  
fund covered by MSCI ESG Research LLC receives an overall ESG 
Quality Score. This amalgamates the ESG Ratings at issuer  
level in order to provide investors with an indicative overall ESG 
Rating, based on the underlying holdings of the fund in ques- 
tion. An environment score, a social score, and a governance score 
are likewise calculated. Here too, scores on a scale of 0 to 10  
are awarded. The MSCI ESG Fund Rating relates directly to the 
ESG Quality Score of the fund.

Publications
Other publications on the subject of ESG can be found on our 
web page www.zugerkb.ch/en/esg. 
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We are signatories to or members of the following organisations

Contact
esg-investments@zugerkb.ch 

Legal disclaimer
This document has been prepared for information and marketing purposes only and does not constitute an offer or an invitation by, or on behalf of, Zuger Kantonalbank (ZugerKB) to buy or sell finan-
cial instruments or banking services. It is addressed to recipients designated by ZugerKB with residence in Switzerland for personal use and may not be reproduced, in whole or in part, changed or 
distributed or disseminated to any other addressees without the written permission of ZugerKB. The information in this document is given as of a specific date and has been obtained from sources that 
ZugerKB believes to be reliable. Nevertheless, ZugerKB cannot make any representation that the information is accurate, complete or up-to-date. ZugerKB does not accept liability for any loss arising 
from an investment behaviour based on the information in this document. The prices and values of investments mentioned and any income resulting therefrom may fluctuate, rise or fall. A reference to 
past performance does not include statements about future results. This document does not contain any recommendations of a legal nature or regarding accounting or taxes. Nor should it in any way 
be construed as an investment or strategy that is appropriate for or tailored to the personal circumstances of the recipient. (V2025)
Certain information contained in this report (the «Information») originates from and/or is copyrighted by MSCI Inc., its subsidiaries («MSCI») or information providers (the «MSCI Parties») and may have 
been used to calculate scores, signals and other indicators. The information is intended for internal use only and may not be reproduced or redistributed in whole or in part without prior written per-
mission. This information does not constitute an offer to buy or sell and should not be construed as an advertisement or recommendation for any security, financial instrument or product, or trading 
strategy, or as an indication or guarantee of future performance. Some funds may be based on or linked to MSCI indices, and MSCI may be compensated on the basis of fund assets under manage-
ment or other key metrics. MSCI has established an information barrier between index research and certain information. None of the Information in and of itself can be used to determine which secu-
rities to buy or sell or when to buy or sell them. The Information is provided without warranty of any kind. The user assumes the entire risk of their own use of the Information or its use by a third party 
authorised by them. The MSCI parties shall not assume any warranty or guarantee for the authenticity, accuracy and/or completeness of the Information and expressly state that they disclaim any 
warranties of an express or implied nature. The MSCI Parties shall not be liable for any errors or omissions in connection with the information contained herein, nor for any direct, indirect or special 
damages, punitive damages, consequential or other damages (including lost profits), even if advised of the possibility of such damages.
THE USE BY Zuger Kantonalbank OF ANY MSCI ESG RESEARCH LLC OR ITS AFFILIATES (“MSCI”) DATA, AND THE USE OF MSCI LOGOS, TRADEMARKS, SERVICE MARKS OR INDEX NAMES HEREIN, 
DO NOT CONSTITUTE A SPONSORSHIP, ENDORSEMENT, RECOMMENDATION, OR PROMOTION OF Zuger Kantonalbank BY MSCI. MSCI SERVICES AND DATA ARE THE PROPERTY OF MSCI OR 
ITS INFORMATION PROVIDERS, AND ARE PROVIDED ‘AS-IS’ AND WITHOUT WARRANTY. MSCI NAMES AND LOGOS ARE TRADEMARKS OR SERVICE MARKS OF MSCI.


