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ESG & Best-In-Class approaches
2

Does simple ESG ranking deliver performance?

Source : Ossiam – Performance of ESG and Machine Learning investment approaches (De Franco, 2019), available at
https://ossiam.com/files/research_papers/1555312503_Performance_of_ESG_and_Machine_Learning_investment_approaches.pdf.
Calculation in USD. Data from October 2012 to December 2018 from Solactive, Datastream and Sustainalytics. Past performance is not a reliable indicator of future performance.

Single Pillar Best-In-Class approaches
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Source : Ossiam – Performance of ESG and Machine Learning investment approaches (De Franco, 2019), available at
https://ossiam.com/files/research_papers/1555312503_Performance_of_ESG_and_Machine_Learning_investment_approaches.pdf.
Calculation in USD. Data from October 2012 to December 2018 from Solactive, Datastream and Sustainalytics. Past performance is not a reliable indicator of future performance.

Country Best-In-Class approaches
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Source : Ossiam – Performance of ESG and Machine Learning investment approaches (De Franco, 2019), available at
https://ossiam.com/files/research_papers/1555312503_Performance_of_ESG_and_Machine_Learning_investment_approaches.pdf.
Calculation in USD. Data from October 2012 to December 2018 from Solactive, Datastream and Sustainalytics. Past performance is not a reliable indicator of future performance.

Investing in leaders from an aggregate point of view
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MSCI World Index vs MSCI World ESG Leaders Index
Performance comparison from 28/09/2007 to 30/09/2019*
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Is it a drag on performance?
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❑ Not a persistent drag. Not a performance boost neither
❑ Possible reasons:
• Non-homogeneous investment universe?
• Mispriced ESG risks?
• Use of aggregated data?
• Non-linear/Digital effects ?
• Uselessness of ESG?

Standard ESG ratings and loss of information
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Granularity is key : The aggregation of ESG ratings leads to a loss of valuable information in the ESG indicators

A complex, non-linear relationship
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The relationship between an ESG indicator and
financial performance is complex and not so easy
to identify…
There is little evidence of a direct or linear
relationship between the average or high scoring of
the ESG indicator and positive financial performance.

ESG indicator
score

However, a poor scoring of the ESG indicator tends
to be strongly correlated to negative financial
performance.

Source: Ossiam. Data provided only for illustrative purposes and are not based on market data. The chart illustrates the fact that ESG and Financial Performance does not have a linear relationship but have a “sparse”
relationship. For example: it is possible to have a positive ESG profile and poor financial performance.

Why ESG and machine learning are a perfect match
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FAMILIARITY

POWER

Machine learning
(ML) is already
part
of our life

ML is self taught,
able to highlight
evolutionary
patterns without
human
intervention.

LEARN

FLEXIBILITY

ML efficiently
extracts and
analyze
information from
large ESG database

ML is flexible,
quickly adapts to changes
of companies’ ESG
policies
(ex: new technologies or
regulations)

Dataset for Ossiam’s machine learning algorithm
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56 indicators

56 indicators

34 indicators

10 indicators

COUNTRIES

SIZE

Approx. 600 granular and derived ESG scores

Approx. 600 relative ESG scores

(from ESG data provider Sustainalytics)

(vs country, vs sector, vs peer group…)

Overview of Ossiam’s machine learning algorithm
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The algorithm looks for experts that link ESG profiles with
financial outlook and determines whether these stocks
represent Opportunities or Risks from a financial
perspective.

The algorithm’s output consists in a set of experts, activated
by ESG and financial data.

An expert can combine one or more indicators.

In real situations combining more ESG indicators increases
substantially the “knowledge” of the experts and then their
predictive strength.

Source : Ossiam – Performance of ESG and Machine Learning investment approaches (De Franco, 2019), available at
https://ossiam.com/files/research_papers/1555312503_Performance_of_ESG_and_Machine_Learning_investment_approaches.pdf.

Schematic diagram of the machine learning algorithm*

Examples of patterns
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Positive pattern
Maximum independence
of the Board

Transparency on the
compensation of Board
members is above the
average of the sector

OPPORTUNITY

Negative pattern
Controversy level on
governance
is particularly high

Transparency on the
compensation of Board
members is below the
average of the sector

RISK

Ossiam’s machine learning algorithm applied to a developed universe
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by the Machine
Learning
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Source : Ossiam – Performance of ESG and Machine Learning investment approaches (De Franco, 2019), available at
https://ossiam.com/files/research_papers/1555312503_Performance_of_ESG_and_Machine_Learning_investment_approaches.pdf.
Calculation in USD. Data from October 2012 to December 2018 from Solactive, Datastream and Sustainalytics. Past performance is not a reliable indicator of future performance.

Creating value over time
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Source : Ossiam – Performance of ESG and Machine Learning investment approaches (De Franco, 2019), available at
https://ossiam.com/files/research_papers/1555312503_Performance_of_ESG_and_Machine_Learning_investment_approaches.pdf.
Calculation in USD. Data from October 2012 to December 2018 from Solactive, Datastream and Sustainalytics. Past performance is not a reliable indicator of future performance.

Controlling for unintended exposures
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Cap-weighted portfolios based on the ML selection but neutral in one feature (size, sector or country)

Source : Ossiam – Performance of ESG and Machine Learning investment approaches (De Franco, 2019), available at
https://ossiam.com/files/research_papers/1555312503_Performance_of_ESG_and_Machine_Learning_investment_approaches.pdf.
Calculation in USD. Data from October 2012 to December 2018 from Solactive, Datastream and Sustainalytics. Past performance is not a reliable indicator of future performance.

Risks and considerations
16

Being exposed to the equity market, the strategy may be volatile. It must be made clear that investors may lose their investment entirely.

Given the underlying market of the strategy, investors could be exposed to geographical concentration risk and ESG investment risk.

This document is not of a regulatory nature. Ossiam, a subsidiary of Natixis Investment Managers, is a French asset manager authorized by the Autorité des Marchés Financiers
(Agreement No. GP-10000016). Although information contained herein is from sources believed to be reliable, Ossiam makes no representation or warranty regarding the accuracy of any
information of which it is not the source. The information presented in this document is based on market data at a given moment and may change from time to time.
This material has been prepared solely for informational purposes only and it is no intended to be and should not be considered as an offer, or a solicitation of an offer, or an invitation or
a personal recommendation to buy or sell participating shares in any Ossiam Fund, or any security or financial instrument, or to participate in any investment strategy, directly or indirectly.
It is intended for use only by those recipients to whom it is made directly available by Ossiam. Ossiam will not treat recipients of this material as its clients by virtue of their receiving this
material.
All performance information set forth herein is based on historical data and, in some cases, hypothetical data, and may reflect certain assumptions with respect to fees, expenses, taxes,
capital charges, allocations and other factors that affect the computation of the returns.Past performance is not necessarily a guide to future performance. Any opinions expressed herein
are statements of our judgment on this date and are subject to change without notice. Ossiam assume no fiduciary responsibility or liability for any consequences, financial or otherwise,
arising from, an investment in any security or financial instrument described herein or in any other security, or from the implementation of any investment strategy. This information
contained herein is not intended for distribution to, or use by, any person or entity in any country or jurisdiction where to do so would be contrary to law or regulation or which would
subject Ossiam to any registration requirements in these jurisdictions. This material may not be distributed, published, or reproduced, in whole or in part.

Copyright © 2016 Sustainalytics. All rights reserved.
No portion of this material may be reproduced in any form without the expressed, written permission of Sustainalytics.
Nothing contained in this presentation shall be construed as to make a representation or warranty, express or implied, regarding the advisability to invest in or include companies in
investable universes and/or portfolios.
The performance represented is historical; past performance is not a reliable indicator of future results and results and the information provided in this brochure is not intended to be
relied upon as, nor to be a substitute for specific professional advice and in particular financial advice.
The information is provided “as is” and, therefore Sustainalytics assumes no responsibility for errors or omissions. Sustainalytics accepts no liability for damage arising from the use of this
brochure or information contained herein in any manner whatsoever.

This material has been provided for information purposes only to investment service providers or other Professional Clients, Qualified or Institutional Investors and, when required by local
regulation, only at their written request. This material must not be used with Retail Investors.
In the E.U. (outside of the UK and France): Provided by Natixis Investment Managers S.A. or one of its branch offices listed below. Natixis Investment Managers S.A. is a Luxembourg
management company that is authorized by the Commission de Surveillance du Secteur Financier and is incorporated under Luxembourg laws and registered under n. B 115843.
Registered office of Natixis Investment Managers S.A.: 2, rue Jean Monnet, L-2180 Luxembourg, Grand Duchy of Luxembourg. Italy: Natixis Investment Managers S.A., Succursale Italiana
(Bank of Italy Register of Italian Asset Management Companies no 23458.3). Registered office: Via Larga, 2 - 20122, Milan, Italy. Germany: Natixis Investment Managers S.A.,
Zweigniederlassung Deutschland (Registration number: HRB 88541). Registered office: Im Trutz Frankfurt 55, Westend Carrée, 7. Floor, Frankfurt am Main 60322, Germany. Netherlands:
Natixis Investment Managers, Nederlands (Registration number 50774670). Registered office: Stadsplateau 7, 3521AZ Utrecht, the Netherlands. Sweden: Natixis Investment Managers,
Nordics Filial (Registration number 516405-9601 - Swedish Companies Registration Office). Registered office: Kungsgatan 48 5tr, Stockholm 111 35, Sweden. Spain: Natixis Investment
Managers, Sucursal en España. Serrano n°90, 6th Floor, 28006, Madrid, Spain.
In France: Provided by Natixis Investment Managers International – a portfolio management company authorized by the Autorité des Marchés Financiers (French Financial Markets
Authority - AMF) under no. GP 90-009, and a public limited company (société anonyme) registered in the Paris Trade and Companies Register under no. 329 450 738. Registered office: 43
avenue Pierre Mendès France, 75013 Paris.
In Switzerland: Provided for information purposes only by Natixis Investment Managers, Switzerland Sàrl, Rue du Vieux Collège 10, 1204 Geneva, Switzerland or its representative office in
Zurich, Schweizergasse 6, 8001 Zürich.
In the British Isles: Provided by Natixis Investment Managers UK Limited which is authorized and regulated by the UK Financial Conduct Authority (register no. 190258) - registered office:
Natixis Investment Managers UK Limited, One Carter Lane, London, EC4V 5ER. When permitted, the distribution of this material is intended to be made to persons as described as follows:
in the United Kingdom: this material is intended to be communicated to and/or directed at investment professionals and professional investors only; in Ireland: this material is intended to
be communicated to and/or directed at professional investors only; in Guernsey: this material is intended to be communicated to and/or directed at only financial services providers which
hold a license from the Guernsey Financial Services Commission; in Jersey: this material is intended to be communicated to and/or directed at professional investors only; in the Isle of
Man: this material is intended to be communicated to and/or directed at only financial services providers which hold a license from the Isle of Man Financial Services Authority or insurers
authorized under section 8 of the Insurance Act 2008.
In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers Middle East (DIFC Branch) which is regulated by the DFSA. Related financial products or
services are only available to persons who have sufficient financial experience and understanding to participate in financial markets within the DIFC, and qualify as Professional Clients or
Market Counterparties as defined by the DFSA. No other Person should act upon this material. Registered office: Office 603 - Level 6, Currency House Tower 2, PO Box 118257, DIFC,
Dubai, United Arab Emirates.

In Japan: Provided by Natixis Investment Managers Japan Co., Ltd., Registration No.: Director-General of the Kanto Local Financial Bureau (kinsho) No. 425. Content of Business: The
Company conducts discretionary asset management business and investment advisory and agency business as a Financial Instruments Business Operator. Registered address: 1-4-5,
Roppongi, Minato-ku, Tokyo.
In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting (Taipei) Co., Ltd., a Securities Investment Consulting Enterprise regulated by the Financial Supervisory
Commission of the R.O.C. Registered address: 34F., No. 68, Sec. 5, Zhongxiao East Road, Xinyi Dist., Taipei City 11065, Taiwan (R.O.C.), license number 2018 FSC SICE No. 024, Tel. +886 2
8789 2788.

In Singapore: Provided by Natixis Investment Managers Singapore (name registration no. 53102724D) to distributors and institutional investors for informational purposes only. Natixis
Investment Managers Singapore is a division of Ostrum Asset Management Asia Limited (company registration no. 199801044D). Registered address of Natixis Investment Managers
Singapore: 5 Shenton Way, #22-05 UIC Building, Singapore 068808.
In Hong Kong: Provided by Natixis Investment Managers Hong Kong Limited to institutional/ corporate professional investors only.
In Australia: Provided by Natixis Investment Managers Australia Pty Limited (ABN 60 088 786 289) (AFSL No. 246830) and is intended for the general information of financial advisers and
wholesale clients only
.
In New Zealand: This document is intended for the general information of New Zealand wholesale investors only and does not constitute financial advice. This is not a regulated offer for
the purposes of the Financial Markets Conduct Act 2013 (FMCA) and is only available to New Zealand investors who have certified that they meet the requirements in the FMCA for
wholesale
investors.
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In Latin America: Provided by Natixis Investment Managers S.A.
In Uruguay: Provided by Natixis Investment Managers Uruguay S.A., a duly registered investment advisor, authorised and supervised by the Central Bank of Uruguay. Office: San Lucar
1491, oficina 102B, Montevideo, Uruguay, CP 11500. The sale or offer of any units of a fund qualifies as a private placement pursuant to section 2 of Uruguayan law 18,627.
In Colombia: Provided by Natixis Investment Managers S.A. Oficina de Representación (Colombia) to professional clients for informational purposes only as permitted under Decree 2555
of 2010. Any products, services or investments referred to herein are rendered exclusively outside of Colombia. This material does not constitute a public offering in Colombia and is
addressed to less than 100 specifically identified investors.

In Mexico Provided by Natixis IM Mexico, S. de R.L. de C.V., which is not a regulated financial entity, securities intermediary, or an investment manager in terms of the Mexican Securities
Market Law (Ley del Mercado de Valores) and is not registered with the Comisión Nacional Bancaria y de Valores (CNBV) or any other Mexican authority. Any products, services or
investments referred to herein that require authorization or license are rendered exclusively outside of Mexico. While shares of certain ETFs may be listed in the Sistema Internacional de
Cotizaciones (SIC), such listing does not represent a public offering of securities in Mexico, and therefore the accuracy of this information has not been confirmed by the CNBV. Natixis
Investment Managers is an entity organized under the laws of France and is not authorized by or registered with the CNBV or any other Mexican authority. Any reference contained herein
to “Investment Managers” is made to Natixis Investment Managers and/or any of its investment management subsidiaries, which are also not authorized by or registered with the CNBV or
any other Mexican authority.
The above referenced entities are business development units of Natixis Investment Managers, the holding company of a diverse line-up of specialised investment management and
distribution entities worldwide. The investment management subsidiaries of Natixis Investment Managers conduct any regulated activities only in and from the jurisdictions in which they
are licensed or authorized. Their services and the products they manage are not available to all investors in all jurisdictions. It is the responsibility of each investment service provider to
ensure that the offering or sale of fund shares or third party investment services to its clients complies with the relevant national law.

The provision of this material and/or reference to specific securities, sectors, or markets within this material does not constitute investment advice, or a recommendation or an offer to
buy or to sell any security, or an offer of any regulated financial activity. Investors should consider the investment objectives, risks and expenses of any investment carefully before
investing. The analyses, opinions, and certain of the investment themes and processes referenced herein represent the views of the portfolio manager(s) as of the date indicated. These,
as well as the portfolio holdings and characteristics shown, are subject to change. There can be no assurance that developments will transpire as may be forecasted in this material. Past
performance information presented is not indicative of future performance.
Although Natixis Investment Managers believes the information provided in this material to be reliable, including that from third party sources, it does not guarantee the accuracy,
adequacy, or completeness of such information. This material may not be distributed, published, or reproduced, in whole or in part.
All amounts shown are expressed in USD unless otherwise indicated.

