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ESG decision analytics 
for asset owners 

“We use large-scale technology and sophisticated analytics to research 

investment skill. 

“This gives us the opportunity to see what a manager is really good at and what 

their sources of alpha are, as well as their weaknesses. 

“Now we are extending this approach to portfolios’ environmental, social and 

governance characteristics, helping identify ESG exposure and its contribution 

to performance.” 

– Rick Di Mascio, CEO, Inalytics 

 
 

About the client 

Investment luck or judgement? The role of data science Extending the approach to ESG 

Asset managers’ performance track 
records have long played a dominant 
role in manager selection. But were 
those track records down to luck or skill? 

Headline performance figures by 
themselves cannot answer this 
question. But data science allows 
us to identify the skills that 
produced them. 

Inalytics is now incorporating FTSE 
Russell’s ESG data into its data 
analytics, comparing E, S and G pillar 
scores and overall ESG scores with 
subsequent performance 

Benchmarking investment skill 

Inalytics helps institutional investors to identify and benchmark investment skill by focusing on portfolio managers’ decisions, not 
their performance track records. 

The firm’s clients are the world’s largest institutional investors, both asset owners and asset managers: pension funds, sovereign 
wealth funds, endowments, foundations, multi managers, family offices, as well as fund and portfolio managers. 

Inalytics advises clients with US$2.7trn of client assets under management across 12 countries. 
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Getting behind track records with data 
analytics 

Past performance is not a reliable guide to future investment success. However, 
data analytics can help identify the skills and decision making that produced asset 
managers’ track records. As well as identifying skills, analytics can help spotlight 
managers’ areas of strength and potential weakness. 

Inalytics uses four key criteria in assessing investment skill: 

– Research process: a skillful asset manager will demonstrate a successful 
research process that investigates ideas and adds the best of them to 
a portfolio. 

– Sizing: a skillful manager will back these ideas with conviction, so they have a 
real impact on performance and alpha. 

– Rebalancing: a skillful manager will have the self-discipline not to allow alpha to 
be diluted by poor selling decisions. 

– Investment horizon: a skillful manager will have a process in place to ensure 
long-term positions continue to add value and don’t suffer from alpha decay. 

When conducting its analysis, Inalytics reviews more than 34 million annual 
holdings and transactions by portfolio managers. 

By connecting the portfolio analytics to the investment process, Inalytics is able to 
see the effectiveness of different aspects of that process and to identify potential 
behavioral biases. 

In this way, asset owners can judge the specific skills of an asset manager. In the 
manager selection process, asset owners can screen out managers that don’t have 
skillful decision making and complementary skillsets to their existing managers. And 
after a manager is appointed, data analytics help asset owners get behind the 
results and ask the key questions to deepen their due diligence. 

Extending the approach to ESG 

FTSE Russell’s environmental, social and governance (“ESG”) scores and data are 
built from over 300 individual indicator assessments. The scores cover 8,000 
securities in 47 developed and emerging markets. 

Each company is given an overall ESG score, which breaks down into underlying 
pillar (“E”, “S” and “G”) and theme exposures and scores. 

FTSE Russell’s ESG Scores 

 

Additional information 

For more information about Inalytics’ 
approach to identifying investment 
skill, visit Inalytics.com 

Visit us for more information about 
FTSE Russell’s ESG scores and data 

Tax 

Transparency

Risk 

Management

Corporate 

Governance

Anti-

Corruption

ESG 

Scores

https://www.inalytics.com/
https://www.ftserussell.com/data/sustainability-and-esg-data/esg-ratings


Client engagement | Client story – Inalytics 

FTSE Russell  3 

Inalytics is now incorporating FTSE Russell’s ESG scores into its data analytics 
service, helping asset owners to monitor their ESG equity portfolio in two ways: 

– ESG exposure: how the equity portfolio is exposed to each of the E, S and G 
pillars and to the overall ESG score. As exposures to individual E, S and G 
pillars may not be correlated, asset owners and managers increasingly wish to 
monitor these exposures both separately and in combination. 

– ESG contribution to alpha: how much of the portfolio’s alpha is coming from 
these ESG exposures. There’s growing interest in how ESG exposures 
influence portfolio performance, both for individual pillars and in aggregate. 

Simplifying the due diligence process 

When selecting an asset manager to run an ESG equity portfolio on their behalf, 
asset owners may consider tens or even hundreds of candidates. A focus on past 
performance or managers’ own claims about their sustainable investment approach 
are not enough by themselves to ensure a successful search. 

Data analytics help institutional investors dig down into transaction histories, helping 
identify areas of skill and weakness. By focusing on the investment process, sizing, 
rebalancing and time horizon of managers, investors can identify true skill. Now, 
these techniques are being extended to ESG exposures and their contribution 
to performance. 

FTSE Russell’s ESG scores and data allow investors to understand a company’s 
exposure to, and management of, ESG issues in multiple dimensions. The model is 
designed for customisation by the user, enabling data to be ‘sliced and diced’ to 
meet each user’s needs. ESG data analytics can make the due diligence process 
more efficient, less arduous, and highly productive. 

Data science now plays a central role in all our lives. Meanwhile, there’s a growing 
focus on ESG performance at all levels of asset management. Making full use of 
the latest technologies should help policymakers to simplify sustainable investing 
and stay one step ahead of the crowd. 



 

Disclaimer 

© 2023 London Stock Exchange Group plc and its applicable group undertakings (“LSEG”). LSEG includes (1) FTSE International Limited (“FTSE”), (2) Frank Russell Company 
(“Russell”), (3) FTSE Global Debt Capital Markets Inc. and FTSE Global Debt Capital Markets Limited (together, “FTSE Canada”), (4) FTSE Fixed Income Europe Limited (“FTSE FI 
Europe”), (5) FTSE Fixed Income LLC (“FTSE FI”), (6) The Yield Book Inc (“YB”) and (7) Beyond Ratings S.A.S. (“BR”). All rights reserved. 

FTSE Russell® is a trading name of FTSE, Russell, FTSE Canada, FTSE FI, FTSE FI Europe, YB and BR. “FTSE®”, “Russell®”, “FTSE Russell®”, “FTSE4Good®”, “ICB®”, “The Yield 
Book®”, “Beyond Ratings®” and all other trademarks and service marks used herein (whether registered or unregistered) are trademarks and/or service marks owned or licensed by the 
applicable member of LSEG or their respective licensors and are owned, or used under license, by FTSE, Russell, FTSE Canada, FTSE FI, FTSE FI Europe, YB or BR. FTSE 
International Limited is authorised and regulated by the Financial Conduct Authority as a benchmark administrator. 

All information is provided for information purposes only. All information and data contained in this publication is obtained by LSEG, from sources believed by it to be accurate and 
reliable. Because of the possibility of human and mechanical error as well as other factors, however, such information and data is provided “as is” without warranty of any kind. No 
member of LSEG nor their respective directors, officers, employees, partners or licensors make any claim, prediction, warranty or representation whatsoever, expressly, or impliedly, 
either as to the accuracy, timeliness, completeness, merchantability of any information or of results to be obtained from the use of FTSE Russell products, including but not limited to 
indexes, data and analytics, or the fitness or suitability of the FTSE Russell products for any particular purpose to which they might be put. Any representation of historical data 
accessible through FTSE Russell products is provided for information purposes only and is not a reliable indicator of future performance. 

No responsibility or liability can be accepted by any member of LSEG nor their respective directors, officers, employees, partners or licensors for (a) any loss or damage in whole or in 
part caused by, resulting from, or relating to any error (negligent or otherwise) or other circumstance involved in procuring, collecting, compiling, interpreting, analysing, editing, 
transcribing, transmitting, communicating, or delivering any such information or data or from use of this document or links to this document or (b) any direct, indirect, special, 
consequential or incidental damages whatsoever, even if any member of LSEG is advised in advance of the possibility of such damages, resulting from the use of, or inability to use, 
such information. 

No member of LSEG nor their respective directors, officers, employees, partners or licensors provide investment advice and nothing in this document should be taken as constituting 
financial or investment advice. No member of LSEG nor their respective directors, officers, employees, partners or licensors make any representation regarding the advisability of 
investing in any asset or whether such investment creates any legal or compliance risks for the investor. A decision to invest in any such asset should not be made in reliance on any 
information herein. Indexes cannot be invested in directly. Inclusion of an asset in an index is not a recommendation to buy, sell or hold that asset nor confirmation that any particular 
investor may lawfully buy, sell or hold the asset or an index containing the asset. The general information contained in this publication should not be acted upon without obtaining 
specific legal, tax, and investment advice from a licensed professional. 

The information contained in this report should not be considered “research” as defined in recital 28 of the Commission Delegated Directive (EU) 2017/593 of 7 April 2016 
supplementing Directive 2014/65/EU of the European Parliament and of the Council (“MiFID II”) and is provided for no fee. 

Past performance is no guarantee of future results. Charts and graphs are provided for illustrative purposes only. Index returns shown may not represent the results of the actual 
trading of investable assets. Certain returns shown may reflect back-tested performance. All performance presented prior to the index inception date is back-tested performance. 

Back-tested performance is not actual performance, but is hypothetical. The back-test calculations are based on the same methodology that was in effect when the index was officially 
launched. However, back-tested data may reflect the application of the index methodology with the benefit of hindsight, and the historic calculations of an index may change from 
month to month based on revisions to the underlying economic data used in the calculation of the index. 

This document may contain forward-looking assessments. These are based upon a number of assumptions concerning future conditions that ultimately may prove to be inaccurate. 
Such forward-looking assessments are subject to risks and uncertainties and may be affected by various factors that may cause actual results to differ materially. No member of LSEG 
nor their licensors assume any duty to and do not undertake to update forward-looking assessments. 

No part of this information may be reproduced, stored in a retrieval system or transmitted in any form or by any means, electronic, mechanical, photocopying, recording or otherwise, 
without prior written permission of the applicable member of LSEG. Use and distribution of LSEG data requires a license from FTSE, Russell, FTSE Canada, FTSE FI, FTSE FI 
Europe, YB, BR and/or their respective licensors. 

 

 

 

 

 

 

ABOUT FTSE RUSSELL 

FTSE Russell is a leading global provider of index and benchmark solutions, spanning diverse asset classes and investment objectives. As a trusted 
investment partner, we help investors make better-informed investment decisions, manage risk, and seize opportunities. 

Market participants look to us for our expertise in developing and managing global index solutions across asset classes. Asset owners, asset 
managers, ETF providers, and investment banks choose FTSE Russell solutions to benchmark their investment performance and create investment 
funds, ETFs, structured products, and index-based derivatives. Our clients use our solutions for asset allocation, investment strategy analysis, and 
risk management, and value us for our robust governance process and operational integrity. 

For over 35 years we have been at the forefront of driving change for the investor, always innovating to shape the next generation of benchmarks 
and investment solutions that open up new opportunities for the global investment community. 

 

CONTACT US 

To learn more, visit lseg.com/ftse-russell; email info@ftserussell.com; or call your regional Client Service team office: 

EMEA +44 (0) 20 7866 1810 

North America +1 877 503 6437 

Asia-Pacific 

Hong Kong +852 2164 3333 

Tokyo +81 3 6441 1430 

Sydney +61 (0) 2 7228 5659 
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