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MSCI appreciates opportunity to comment on this consultationand we areavailablefor any
guestions thatthe EU Commission may have.

ABOUT MSCI

MSCI is a leading provider of investment decision support tools to institutional investors
globally, including asset managers, banks, hedge funds and pension funds. MSCI products and
services includeindexes and portfoliorisk and performance analytics. MSCl is headquartered
in New York, with research and commercial offices around the world. MSCI has over 7000
clients worldwideacross MSCl’s different business units.

MSClI’s flagship equity indexes include the MSCI Global Equity Indexes. The MSCI Global Equity
Indexes have been calculated for morethan 40 years, and today MSCI calculates over 533,000
equity indexes per day (down to the variantand currency level). MSCI equity index suites
include country and regional indexes, sizeindexes (large cap, small cap, and micro-cap), sector
indexes, style (value/growth) indexes, strategy indexes, thematic indexes and ESG indexes.
MSCI also calculates customindexes at the request of clients, by applyingclientscreens and
constraints to MSCI Global Equity Indexes.

MSCI equity indexes areused worldwide by:

e assets owners to help them with their mandate decisions and with reviewing their
managers’ performance;

e activeassetmanagers sothatthey canactively managetheir funds againstanindex
and report performance;

e passivefund managers toissuepassivefunds and ETFs based on the indexes;

e broker dealers for providing trading execution services, creating OTC and non-OTC
derivative financial products and writing research more generally;

e stockexchanges to create equity index linked futures and options contracts; and

e CCPs to calculate the risks of its positions for index linked futures and options
contracts.

MSCI Limited is a UK regulated benchmark administrator for all MSCI equity indexes and is
listed on the ESMA register.

Ineachof 2014,2015and 2016, MSCl announced thatit successfully completed an assurance
review of its implementation of the IOSCO Principles for Financial Benchmarks. MSCI engaged
PricewaterhouseCoopers LLP (PwC) to performthe reviews. The full report, including the PwC
assurance review, for MSCI equity indexes (as well as select IPD real estate indexes and
benchmarks) areavailable at www.msci.com/products/indexes/regulation.html. During 2017,

MSCI devoted those resources to the implementation of the EU Benchmark Regulation. MSCl
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amended its IOSCO compliancestatementin 2017, whichis posted on the website referenced
above.

MSCI COMMENTS

MSCI supports the Commission’s goalsand work with sustainablefinance. (For years, MSCI
ESG Research has been publishingresearchin this area and MSCI has been designing,
calculatingand maintaining ESGindexes.)

Thatsaid, thereare a few key areas of concern with the sustainablefinance proposalthat
we wish to highlightand we have outlined them in the chart below.

Inaddition, given thatthe EU Benchmark Regulation Level 1 text is beingamended, we
recommend takingthe opportunity to address the outstandingissues with the definition of
regulated-data benchmarks to allow equity indexes to be included as originally intended. We
recommend the following changes:

Article 3(1)(24)

(24) ‘regulated-data benchmark’ meansa benchmark determinedby the application ofa
formula from:

(a) input data contributed entirely and directly from:

(-i-) .:‘: eRveas-aeHhea+Hpon 41-o+A e

(it) an approved publication arrangement as defined in point (52) of Article 4(1) of Directive
2014/65/EU or a consolidated tape provider as defined in point (53) of Article 4(1) of
Directive 2014/65/EU, in accordance with mandatory post-trade transparency requirements,
but only with reference to transaction data concerning financialinstruments that are traded
on atradingvenue;

(iti) an approved reporting mechanism as defined in point (54) of Article 4(1) of Directive
2014/65/EU, but only with reference to transaction data concerning financial instruments
thatare traded on a tradingvenue and that mustbe disclosed in accordance with mandatory
post-trade transparency requirements; (iv) an electricity exchange as referred to in point (j)
of Article 37(1) of Directive 2009/72/EC of the European Parliament and of the Council (3);
(iiiv) a natural gas exchangeas referred to in point (j) of Article 41(1) of Directive 2009/73/EC
of the European Parliamentand of the Council (4);

(ivi) an auction platform referred to in Article 26 or 30 of Commission Regulation (EU) No
1031/2010 (5);

(vi+) a service provider to which the benchmark administrator has outsourced the data
collectionin accordance with Article 10, provided that the service provider receives the data
entirely and directly from an entity referred to in points (i) to (iv#);

(b) net asset values ofinvestment funds;

(c) stock prices directly from regulated stock exchanges or indirectly from regulated stock
exchanges through market datafeeds provided by data aggregators;
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Article 8(1)(a) shall not apply to the provision of regulated-data benchmarks with+eference

= 4)a

We alsowhich to express our concerns aboutthe ESAs review and the disproportional

impactofdual supervisionon third country benchmark administratorsthatwillalready be
regulatedintheir home country. We would recommend that where the benchmark

administratorisalreadyregulated in their home country there is no dual supervision by

ESMA.

MSCI's Recommendations of the Sustainable Finance Proposal:

Proposal Comments

Articles Key Issue MSCI response
Article 1.1 | Definitions e To be consistent with the EU Benchmark Regulation text, we believe
modifying | of low- that the phrase “benchmark portfolio” should be replaced with
BMR carbon “benchmark”.
Articles benchmark . ‘ weapitalweichted” should ref B ‘
3(1)(23a) and positive e The reference to “capital-weighted” should refer to “market cap
weighted”. (Please notethat other usesofindexes include asset
and (23b) carbon
impact owners usingindexes as policy benchmarks for the basis of their
P strategic asset allocation. This use allows for a more balanced
benchmark ) . . . .
allocation to the economic weight of the different regions ofthe
world as well as global sectors by using the naturalfree-float-
adjusted market capitalizationweights ofindexes._
Annex General e Weareconcerned that the criteriais too restrictive and

prescriptive, and will stifle the natural and desired evolution of ESG
indexes as ESG criteria itself advances. ESGis still in its early days
andis constantly evolving through greater transparency from
companies, more research from academic and practitioners, and
more pressure form stakeholders globally. Being too restrictive or
prescriptive now would not allow for potentialenhancements of
methodologies in the future, and could lock current thinking into
the future when that thinking will be improved over time.
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e For Positive Carbon Benchmarks, we believe thatdefining eligibility
based onthe carbonimpact ratio at theassetlevelinstead of the
portfolio level could be problematic for the severalreasons:

1. There are only a handful of companies which have a positive
carbonimpact ratio. Those would typically be renewables.
Therefore, using this criteriaat the asset level will lead to very
few companies beingincluded in theindexes and theindex
universe being undiversified. Having so few companies (which
are already renewables)in the index universe may not have
the desired effect of shifting the capital required to achieve a
2 degree target.

2. Today, only a handful of companies report on avoided
emissions. That would resultin anindex using mostly

modelled data, which raises potential quality concerns.

3. Thereis noconsensus onthe market on how to calculate
avoided emissions andonly a handful of players have
commercialized a methodology around avoided emissions.
Defining a category ofindexes based on a concept thatis in
early stages and developed by a handful of players may result
inunfair treatment in the market.

4. There are other metrics beyond carbonemissions that enable
assessment of a company’s exposureto climate issues
including cleantech revenueshares,capexplans, future
targets and governance around climate issues.

e Generally, we would recommend that:

e The second category of benchmarks aims for a broad,
diversified and investable index aimed a having positive
impact on climate change tailored for investors withtrue
climate beliefs. In orderto do so, the methodology should
focus on determining a broad and diversified set of
securities that would allow the capture of climate related
opportunities and promote long term management while
reducing climate related risk.

e By contrast, the first category could aim at solely reducing
risks associated with climate change and that would meet
the requirements ofinvestorslessversed around climate.

Annex 1(a) List of e We believe that this requirementisunclear and should be clarified.
underlying If it refers to the constituentcompaniesin the index, we believe
assets that this would be inconsistent with, andcontrary to, the Level 1

text ofthe EU Benchmark Regulation. While we supporttransparent
methodologies postedon the administrator’s website, we do not
support postingthe constituentsand weights on the website as
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well, as thatis the administrator’s intellectual property rights.
Forcingindexes providers to make all of their intellectual property
for free on their websites, allows free-riding by those who are not
spendingthe time and effort on the researchand proper
benchmark administration, and does not allow index providers to
recoup theirinvestment and support the development, design,
calculation and maintenance of new index products.

e Again, we are concerned that a prescriptive list of methodological
requirements locks ESG in time. What is described in the
methodology should reflect rulesaround index calculation, but any
requirements at the methodologicallevel need to be flexible
enough to allow for and enable change over time.

Annex 1(a), 1(e), The data described in these sections aredata pointsin the index and the
1(f), 1(g), 2 index files, not methodological index calculation rules.
3,4 These sections should not be necessary and should be deleted.

Requirements around changes to the methodologies should be the same
requirements asalready set out in the EU Benchmark Regulation.
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ABOUT MSCI

For more than 40 years, MSCl’s research-
basedindexes and analytics have helped
the world’s leadinginvestors build and
manage better portfolios. Clients rely on
our offerings for deeper insights into the
drivers of performanceandriskintheir
portfolios, broad assetclass coverageand
innovativeresearch.

Ourlineof products and services includes
indexes, analytical models, data, real estate
benchmarks and ESG research.

MSCI serves 97 of the top 100 largest
money managers,accordingtothe most
recent P&l ranking.

For more information, visitus at

WWW.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.

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 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. MSCl 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. 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 MSCl 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 strat egy.

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 Inc. and Barra LLC, may be used in calculating certain
MSCl 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 MSCl Inc.’s company filings on the Investor Relations section of www.msci.com.

MSCI ESG Research Inc. is a Registered Investment Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCl Inc. Except with
respect to any applicable products or services from MSCI ESG Research, 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 MSCl’s
products or services are not intended to constitute investment advice or a recommendation to make (or refrain from making) any kind of investment
decision and may not be relied on as such. Issuers mentioned or included in any MSCI ESG Research materials may include MSCl Inc., clients of MSCI
or suppliers to MSCI, and may also purchase research or other products or services from MSCI ESG Research. MSCI ESG Resea rch 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.

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