Ciaran McCale, Global Head of Media and Communication
Arabesque

Mission Statement

Make sustainable investing financially attractive and
available to the mainstream.
We integrate Environmental, Social and Governance
(ESG) data with quantitative investment strategies to
generate financial outperformance.

Sustainability

Big Data

Videos have been removed
from this presentation.
To download the full version (202MB)
please access this link.

Innovation Based on Sound Research
• Overview of current research on ESG
(Environment, Social and Governance)

ESG ~ lower cost of capital

90% of studies
ESG ~ better operational performance

• Collaboration between Oxford and Arabesque

• Meta-study of over 200 papers
• 85% of the world’s 250 largest companies report
on sustainability

88%

of studies

ESG ~ better stock price performance

80%

of studies

AI and Big Data: two forces shaping global markets

ESG Big Data
• Over 90% of all the world’s data was generated
in the past two years
• Current level of ESG data is a fraction of what it
will be in five years
• Investor demand for ESG is growing rapidly
• ESG to finance is what the X-Ray was to
medicine
• A new dimension to investing

Insights Into Extra-financial Performance From Big Data Analytics
BIG DATA TRAITS
VOLUME
The global ‘data sphere’ will grow from
29 Zettabytes in 2018 to 163 ZB in 20251
VELOCITY
2.5 billion Gigabytes of data is created daily2, 56,000
Gigabytes internet traffic per second3
VARIETY
~80% of data is unstructured4 such as text, sound,
image & video, news, social, mobile

NEW INSIGHTS
BIG DATA ANALYTICS
Natural language processing combined
with machine learning increasingly used
to extract information & insights from
unstructured data

EVIDENCE-BASED DECISIONS
Derive insights from high-frequency
information to shift from retrospective
reactions to evidence-based proactive /
preventive actions

BIG DATA CHALLENGES

BENEFITS

> Making impactful corporate sustainability actions requires an

> Traditional ESG ratings are interview and survey-based:

understanding and management of stock- & stakeholder
perceptions of those actions, which are increasingly derived from
unstructured external data sources, such as online content,
newsfeeds and social media

> Only 15% of organizations reported deploying their big data
project to production5

> 45% say analyzing unstructured data is a growing challenge6
•

they can be biased and are infrequent. New ratings based
on external data from news sources are continuously
updated and more objective

> Big data analytics provide a complementary, fact-based
lens into extra-financial performance

> High-frequency, objective insights into previously hidden
risks & evolving opportunities

1 IDC, Data Age 2025 | 2 DOMO, Data Never Sleeps | 3 Internetlivestats.com, May 2018 | 4 Forbes, The Big Unstructured Data Problem, 2017 | 5 Gartner, Press Release, 2016 | 6 IDG, Data Research, 2016

The Age of AI
• AI infiltrating into everything we do, from
Apple’s Siri, to Amazon’s Alexa

• Arabesque’s quant models extract information
out of data through pattern recognition and
machine learning
• AI and sustainability big data combined
• Our mission is to make this technology
accessible to more investors

Explore the sustainability of the world’s biggest companies
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Three Pillars of S-Ray

GC Score
A normative assessment of each company
based on the core principles of the United
Nations Global Compact
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ESG Score

Preferences

A sector specific analysis of each
company‘s performance on financially
material
environmental,
social
and
governance (ESG) issues

A search tool that allows anyone to check
the business involvements of companies
against their personal values
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S-Ray® Methodology

How do we arrive at top level scores?
There are 3 layers to our process:
o

Input layer: Analyze over 250 raw data points. Data is
measured for quality, cleaned and normalized before
being mapped to the “feature layer.”

o

Feature layer: +30 sustainability themes that serve as
building blocks for top level scores.

o

Top Level Scores: Combine features into easy-to-use
S-Ray® scores.
GC Score: The GC Score provides a normative
assessment of companies based on the four core
principles of the United Nations Global Compact (GC)
to approximate reputational risk: human rights, labour
rights, the environment and anti-corruption.
ESG Score: Identifies companies that are better
positioned to outperform over the long term by
measuring what is financially material for future
profitability.

•
•
•
•

Reports
News
NGOs
Social Media

Input Layer

Long-term trend

Feature Layer
30+ Sustainability
Topics

Internal Taxonomy

Short-term trend

GC Score

Normative Behaviour

ESG Score

Long-Term Outperformance

Preferences

Business Involvements

Score Layer

Where does the data come from?
Arabesque S-Ray® organizes all data in two main groups:

Analyst-based longterm sustainability
assessment

•

•
•

•

News-based shortterm sustainability
signals

•

•

Across different rating providers, Arabesque S-Ray® maps, compiles
and aggregates raw data on over 250+ sustainability metrics.
Differences between analysts are actively managed and interpreted
over time, resulting in consensus analyst scores per underlying topic.
These data points form a good starting point to understand a large
variety of sustainability issues from an analyst perspective, but are
typically slow to reflect changes.

Further to the latest analyst ratings, Arabesque S-Ray® actively tracks
sustainability-related company news from tens of thousands of public
sources across 15 languages.
All relevant news is organized per company and topic, and is assigned a
news value – which is a function of importance, influence and relative
novelty in comparison to existing analyst views.
These news signals allow for a timelier adjustment of Arabesque SRay® scores, on top of the analyst-based long-term assessments.

Both GC Scores and ESG Scores
draw from these two core types
of data. However, different
underlying data points are used
in the construction of both
scores for each company.
For the Preferences Filter,
Arabesque S-Ray® relies on
revenue data, providing a better
understanding of a company’s
business involvements.

S-Ray GC Score: companies with the lowest scores underperform the
stock market
The Bottom 20% underperform the overall market by 1.7%

• Cumulated stock price performance of six portfolios.
• “Universe” is the performance of all companies which
are evaluated by Arabesque S-Ray™.

• Q1 to Q5 are quintiles which are selected based on the
S-Ray GC Score.
• Q1 comprises the worst 20% based on the S-Ray GC
score. Q5 comprises the best 20% GC scores.
• The portfolios are rebalanced on a quarterly basis

Insights:
• The portfolio of the “Top 20%” S-Ray GC scores
outperforms the “Bottom 20%” S-Ray GC scores by
2.0% p.a.

Source: Arabesque S-RAYTM

• The “Bottom 20%” underperform
investment universe by 1.7% p.a.
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S-Ray ESG Score: companies with superior scores significantly outperform
the stock market
The “Top 20%” outperform the “Bottom 20%” by 4.3% annually
• Cumulated stock price performance of six portfolios.
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• “Universe” is the performance of all companies which
are evaluated by Arabesque S-Ray™.
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• Q1 to Q5 are quintiles which are selected based on the
S-Ray ESG Score.
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• Q1 comprises the worst 20% based on the S-Ray ESG
score. Q5 comprises the best 20% ESG scores.
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• The portfolios are rebalanced on a quarterly basis
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Insights:
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• The portfolio of the “Top 20%” S-Ray ESG scores
outperforms the “Bottom 20%” scores by 4.3% p.a.
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• The volatility of the Top 20% is significantly lower than
the volatility of the Bottom 20%
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• The Bottom 20% companies underperform the overall
investment universe by 2.4% p.a.

A new standard to measure sustainability

Sustainable finance for all

