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Transition Investing
SALONE SRI
ESMA Guidelines on fund naming rules with a focus on “Transition”-related terms

For all references to laws, rules or regulations, please note that the information is provided “as is” and does not constitute legal 
advice or any binding interpretation. Any approach to comply with regulatory or policy initiatives should be discussed with your own 
legal counsel and/or the relevant competent authority, as needed.
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ESMA Guidance on Funds’ Names imposes specific requirements 
for funds with transition-related names

4
Source: Final report: Guidelines on funds’ names using ESG or Sustainability-related terms. May 14, 2024. European Securities and Markets Authority. 

Transition-related terms
Social- or governance 
related terms

Environmental-related 
terms

Impact-related 
terms

Sustainability-related 
terms

i.e. Transition, improve, 
progress, evolution, 
transformation, net zero 

i.e. Governance, 
controversies, social, 
equality

i.e. Environmental, 
green, climate, ESG, SRI

i.e. Impact
i.e. Sustainability, 
Sustainable

CTB exclusions
(controversial weapons, tobacco, UNGC, OECD)

PAB exclusions
(thermal coal, fossil fuel, electricity generation)

At least 80% of investments should meet the environmental and 
social characteristics or sustainable investment objective

Demonstrate that investments are on a clear and measurable 
path to social or environmental transition

Ensure investments are made with the intention of generating 
positive and measurable social and environmental impact 
alongside financial return

Commit to invest meaningfully in SFDR Article 2(17) sustainable 
investments
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Impact of ESMA Guidelines on EU Funds
• Over 30% (4,790) of over 14,000 article 8 and 9 funds (EUR 2 trillion) have names that appear relevant to the naming rules

• Many, but not all, have at least some relevant exclusions in place

5
Source: MSCI ESG Research, May 2024. Identity Check — ESMA’s New Name Guidelines for ESG and Sustainability-Related Funds – MSCI

https://www.msci.com/www/blog-posts/identity-check-esma-s-new-name/04686011588?4
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Investable universe with PAB and CTB screens

6
Source: MSCI ESG Research LLC. Data as of July 31, 2024. PAB stands for Paris-Aligned Benchmarks and CTB stands for Climate Transition Benchmarks.
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Portfolio construction implications

Smaller universe of eligible 
investments for bonds than equities 

Regional differences in PAB 
exclusions 
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How have the ESMA fund naming rules impacted your firm?

7

• Developing new products to specifically address the 
fund labels defined in ESMA’s final report

• Renaming fund to meet criteria in ESMA’s final report

• Applying exclusions to existing funds in order to retain 
fund names

• Its too early to say the impact on our funds / firm

Source: MSCI ESG Research LLC
*MSCI Client Workshop: EU Regulation, October 2024.

5%

27%

41%

27%

Out of total 37 responses
Rounded numbers

MSCI client 
workshop results*
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Source: MSCI ESG Research LLC
*MSCI Client Workshop: EU Regulation, October 2024.

What social or environmental themes are your biggest 
priority for transition-related funds? 

• Net zero by 2050

• Climate mitigation or other decarbonization transition 

• Biodiversity-related

• Other environmental 

• Social-related 

32.5%

65%

2.5%

0%

0%

Out of total 40 responses
Rounded numbers

MSCI client 
workshop results*
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Options to measure 
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transition
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A “clear and measurable path”: 
tracking fund progress over time

10

For some transition fund goals, the priority today is measuring the fund’s baseline performance to 
track fund progress over time…

...but this may lead to “paper” portfolio transition without real world progress. 

Measuring company-level progress within portfolios may better align with ESMA’s requirement to 
demonstrate that “investments are on a clear and measurable path to social or environmental transition”.

Source: MSCI ESG Research LLC
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External frameworks Internally developed methodologies

Options to measure company-level transition

11

Net Zero Investment Framework (NZIF), e.g.
• companies achieving net zero or aligned to net zero pathways
• companies not aligned to net zero in high emitting sectors 

EU Taxonomy, e.g.
• companies with low percentage of aligned turnover but moderate 

to high level of aligned capex
• Companies with no/low percentage of aligned turnover but high 

percentage of eligible turnover

Sustainable Development Goals (SDG)

• companies demonstrating alignment with the goals

Other… 

Use a variety of metrics to implement transition strategy and 
measure improvement overtime, e.g.
• companies with credible transition plans and year-over-year 

decarbonization results
• companies meeting Paris Aligned Benchmark criteria

Use a unique metric to measure transition progress overtime, e.g.
• Irrespective of company commitment or intent, track change over 

time and allocate capital to companies successful at 
demonstrating progress for the single metric (such as workforce 
diversity, water consumption, or Principle Adverse Indicators)

Source: MSCI ESG Research LLC
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Listed companies with climate targets by target type

24%

Share of listed companies
that have set science-based 
climate targets

Source: MSCI ESG Research, data as of September 30, 2024

41% of companies have set a target that aspires to reduce emissions to net-zero (though not 
necessarily in line with climate science), up about four percentage points over the same period. 
Overall, 58% of listed companies have published a climate commitment, up about four percentage 
points from a year ago.
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MSCI ITR to identify listed companies aligned to the Paris 
Agreement

13
Source: MSCI ESG Research, data as of May 31, 2024

1
3
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Net Zero Investment Framework

14

• Net Zero Investment 
Framework (“NZIF”) 
provides a globally 
recognized framework to 
evaluate companies 
transition to net zero.

• The framework is based on 
six criteria ranging from 
carbon emissions 
disclosure, to aligned 
capital expenditure.

• Investors can assess 
companies/funds 
alignment by classifying a 
group of companies into 
one of the five alignment 
categories.

Source: IIGCC, MSCI ESG Research. Note: Companies in low-impact sectors were required to meet Criteria 2, 3 and 4, highlighted in a red rectangle, to be assessed as aligned.
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Assessing alignment based on the Net-Zero Investment 
Framework

15
Source: MSCI Sustainability Institute, data as of June 24, 2024

MSCI ESG Research has categorized each of the world’s listed companies according to the NZIF maturity scale. Applying the voluntary 
framework to the world’s listed companies offers one indication of their alignment with a science-based net-zero emissions trajectory.

Listed companies by NZIF maturity 
scale category

NZIF alignment of the 100 largest
 listed companies by markets

NZIF alignment of listed companies by impact 
category
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Share of listed companies that have set science-based 
climate targets by NZIF maturity-scale category

16

NZIF categories correlate 
strongly with listed 
companies’ setting of 
science-based 
decarbonization targets, as of 
June 24, 2024.

81% of companies classified 
as “aligned” (the most mature 
NZIF category) have an SBTi- 
approved target (or have 
committed to set one).

Source: MSCI Sustainability Institute, data as of June 24, 2024
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What approach is more suitable for you in measuring 
transition?

17

• Comprehensive framework 

• Internally developed screens

Source: MSCI ESG Research LLC
*MSCI Client Workshop: EU Regulation, October 2024.

58%

42%

Out of total 26 responses
Rounded numbers

MSCI client 
workshop results*
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What is the minimum criteria you might consider “credible” 
for a clear and measurable path to environmental transition? 

18

• SBTi

• Any decarbonization plan

• PAB exclusions 

• Top 50% in carbon intensity per GICS industry

• Sustainable business activity involvement (MSCI 
Environmental Impact and/or EU Taxonomy alignment) 

Source: MSCI ESG Research LLC
*MSCI Client Workshop: EU Regulation, October 2024.

73%

10%

7%

3%

7%

Out of total 30 responses
Rounded numbers

MSCI client 
workshop results*
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Other MSCI Transition resources 

19Source: www.MSCI.com 

LU0426578240

http://www.msci.com/
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MSCI Contacts Italy 

20

• michela.rota@msci.com

• xiaoou.ye@msci.com

• Ilaria.digiamberardino@msci.com

mailto:michela.rota@msci.com
mailto:xiaoou.ye@msci.com
mailto:Ilaria.digiamberardino@msci.com
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This document and all of the information contained in it, including without limitation all text, data, graphs, charts (collectively, the “Information”) is the property of MSCI Inc. or its subsidiaries (collectively, “MSCI”), or MSCI’s licensors, direct or indirect suppliers or any third party involved in making or 
compiling any Information (collectively, with MSCI, the “Information Providers”) and is provided for informational purposes only.  The Information may not be modified, reverse-engineered, reproduced or redisseminated in whole or in part without prior written permission from MSCI. All rights in the 
Information are reserved by MSCI and/or its Information Providers.

The Information may not be used to create derivative works or to verify or correct other data or information.   For example (but without limitation), the Information may not be used to create indexes, databases, risk models, analytics, software, or in connection with the issuing, offering, sponsoring, 
managing or marketing of any securities, portfolios, financial products or other investment vehicles utilizing or based on, linked to, tracking or otherwise derived from the Information or any other MSCI data, information, products or services.  

The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information.  NONE OF THE INFORMATION PROVIDERS MAKES ANY EXPRESS OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE INFORMATION (OR THE RESULTS TO BE 
OBTAINED BY THE USE THEREOF), AND TO THE MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, EACH INFORMATION PROVIDER EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT LIMITATION, ANY IMPLIED WARRANTIES OF ORIGINALITY, ACCURACY, 
TIMELINESS, NON-INFRINGEMENT, COMPLETENESS, MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE INFORMATION.

Without limiting any of the foregoing and to the maximum extent permitted by applicable law, in no event shall any Information Provider have any liability regarding any of the Information for any direct, indirect, special, punitive, consequential (including lost profits) or any other damages even if notified 
of the possibility of such damages. The foregoing shall not exclude or limit any liability that may not by applicable law be excluded or limited, including without limitation (as applicable), any liability for death or personal injury to the extent that such injury results from the negligence or willful default of 
itself, its servants, agents or sub-contractors.  

Information containing any historical information, data or analysis should not be taken as an indication or guarantee of any future performance, analysis, forecast or prediction.  Past performance does not guarantee future results.  

The Information may include “Signals,” defined as quantitative attributes or the product of methods or formulas that describe or are derived from calculations using historical data. Neither these Signals nor any description of historical data are intended to provide investment advice or a 
recommendation to make (or refrain from making) any investment decision or asset allocation and should not be relied upon as such. Signals are inherently backward-looking because of their use of historical data, and they are not intended to predict the future. The relevance, correlations and accuracy 
of Signals frequently will change materially.

The Information should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions.  All Information is impersonal and not tailored to the needs of any person, entity 
or group of persons.

None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), any security, financial product or other investment vehicle or any trading strategy. 

It is not possible to invest directly in an index.  Exposure to an asset class or trading strategy or other category represented by an index is only available through third party investable instruments (if any) based on that index.   MSCI does not issue, sponsor, endorse, market, offer, review or otherwise 
express any opinion regarding any fund, ETF, derivative or other security, investment, financial product or trading strategy that is based on, linked to or seeks to provide an investment return related to the performance of any MSCI index (collectively, “Index Linked Investments”). MSCI makes no 
assurance that any Index Linked Investments will accurately track index performance or provide positive investment returns.  MSCI Inc. is not an investment adviser or fiduciary and MSCI makes no representation regarding the advisability of investing in any Index Linked Investments.

Index returns do not represent the results of actual trading of investible assets/securities. MSCI maintains and calculates indexes, but does not manage actual assets. The calculation of indexes and index returns may deviate from the stated methodology. Index returns do not reflect payment of any 
sales charges or fees an investor may pay to purchase the securities underlying the index or Index Linked Investments. The imposition of these fees and charges would cause the performance of an Index Linked Investment to be different than the MSCI index performance.

The Information may contain back tested data.  Back-tested performance is not actual performance, but is hypothetical.  There are frequently material differences between back tested performance results and actual results subsequently achieved by any investment strategy.  

Constituents of MSCI equity indexes are listed companies, which are included in or excluded from the indexes according to the application of the relevant index methodologies. Accordingly, constituents in MSCI equity indexes may include MSCI Inc., clients of MSCI or suppliers to MSCI.  Inclusion of a 
security within an MSCI index is not a recommendation by MSCI to buy, sell, or hold such security, nor is it considered to be investment advice.

Data and information produced by various affiliates of MSCI Inc., including MSCI ESG Research LLC and Barra LLC, may be used in calculating certain MSCI indexes.  More information can be found in the relevant index methodologies on www.msci.com. 

MSCI receives compensation in connection with licensing its indexes to third parties.  MSCI Inc.’s revenue includes fees based on assets in Index Linked Investments. Information can be found in MSCI Inc.’s company filings on the Investor Relations section of msci.com.

MSCI ESG Research LLC is a Registered Investment Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI Inc.  Neither MSCI nor any of its products or services recommends, endorses, approves or otherwise expresses any opinion regarding any issuer, securities, financial 
products or instruments or trading strategies and MSCI’s products or services are not a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such, provided that applicable products or services from MSCI ESG Research may constitute 
investment advice. MSCI ESG Research materials, including materials utilized in any MSCI ESG Indexes or other products, have not been submitted to, nor received approval from, the United States Securities and Exchange Commission or any other regulatory body. MSCI ESG and climate ratings, 
research and data are produced by MSCI ESG Research LLC, a subsidiary of MSCI Inc. MSCI ESG Indexes, Analytics and Real Estate are products of MSCI Inc. that utilize information from MSCI ESG Research LLC. MSCI Indexes are administered by MSCI Limited (UK) and MSCI Deutschland GmbH.

Please note that the issuers mentioned in MSCI ESG Research materials sometimes have commercial relationships with MSCI ESG Research and/or MSCI Inc. (collectively, “MSCI”) and that these relationships create potential conflicts of interest.  In some cases, the issuers or their affiliates purchase 
research or other products or services from one or more MSCI affiliates. In other cases, MSCI ESG Research rates financial products such as mutual funds or ETFs that are managed by MSCI’s clients or their affiliates, or are based on MSCI Inc. Indexes. In addition, constituents in MSCI Inc. equity 
indexes include companies that subscribe to MSCI products or services. In some cases, MSCI clients pay fees based in whole or part on the assets they manage. MSCI ESG Research has taken a number of steps to mitigate potential conflicts of interest and safeguard the integrity and independence of 
its research and ratings. More information about these conflict mitigation measures is available in our Form ADV, available at https://adviserinfo.sec.gov/firm/summary/169222.  

Any use of or access to products, services or information of MSCI requires a license from MSCI. MSCI, Barra, RiskMetrics, IPD and other MSCI brands and product names are the trademarks, service marks, or registered trademarks of MSCI or its subsidiaries in the United States and other jurisdictions.  
The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and S&P Global Market Intelligence.  “Global Industry Classification Standard (GICS)” is a service mark of MSCI and S&P Global Market Intelligence.

MIFID2/MIFIR notice: MSCI ESG Research LLC does not distribute or act as an intermediary for financial instruments or structured deposits, nor does it deal on its own account, provide execution services for others or manage client accounts. No MSCI ESG Research product or service supports, 
promotes or is intended to support or promote any such activity. MSCI ESG Research is an independent provider of ESG data. 

Privacy notice: For information about how MSCI collects and uses personal data, please refer to our Privacy Notice at https://www.msci.com/privacy-pledge.

https://www.msci.com/privacy-pledge
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About MSCI ESG Research Products and Services

MSCI ESG Research products and services are provided by MSCI ESG Research LLC, and are designed to 
provide in-depth research, ratings and analysis of environmental, social and governance-related business 
practices to companies worldwide. ESG ratings, data and analysis from MSCI ESG Research LLC. are also 
used in the construction of the MSCI ESG Indexes. MSCI ESG Research LLC is a Registered Investment 
Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI Inc.

About MSCI Inc.

MSCI is a leading provider of critical decision support tools and services for the global investment 
community. With over 50 years of expertise in research, data and technology, we power better investment 
decisions by enabling clients to understand and analyze key drivers of risk and return and confidently build 
more effective portfolios. We create industry-leading research-enhanced solutions that clients use to gain 
insight into and improve transparency across the investment process.

To learn more, please visit www.msci.com.

http://www.msci.com/


Contact Us

23
The process for submitting a formal index complaint can be found on the index regulation page of MSCI’s website at: 
https://www.msci.com/index-regulation.
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