
How SSGA's R-Factor™ Solves the ESG Data Challenge
To address these  issues, we buit our own scoring system, R-Factor, with 3 key goals in mind:   
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Bring greater 
transparency to 
the materiality 
considerations that 
drive ESG scores. 

Develop ESG scores 
that are based 
on frameworks 
supported by a large 
number of investors.

Promote stewardship 
and incentivize 
greater disclosure of 
investor-relevant ESG 
information. 

R-Factor is built off a transparent scoring methodology that leverages the Sustainability Accounting 
Standards Board (SASB) Materiality Map, corporate governance codes and inputs from four best-in-
class data providers, and draws on our extensive stewardship and investment expertise. 

R-Factor gives investors the ability to invest in ESG solutions that integrate financially material ESG 
data while incentivizing companies to improve their ESG practices and disclosure in areas that 
matter.

Marketing Communication.  The information provided does not constitute investment advice as such term is defined under the Markets in Financial Instruments Directive (2014/65/EU) and it should not be relied on as such. It should not be considered a solicitation to buy or an 
offer to sell any investment. It does not take into account any investor's or potential investor’s particular investment objectives, strategies, tax status, risk appetite or investment horizon. If you require investment advice you should consult your tax and financial or other professional 
advisor. All material has been obtained from sources believed to be reliable. There is no representation or warranty as to the accuracy of the information and State Street shall have no liability for decisions based on such information. For SSGA entity information please see: https://
www.ssga.com/global/en/our-insights/state-street-global-advisors-worldwide-entities.html. The views expressed in this material are the views of SSGA Investment Strategy through the period 1 October 2019 and are subject to change based on market and other conditions. The 
information contained in this communication is not a research recommendation or ‘investment research’ and is classified as a ‘Marketing Communication’ in accordance with the Markets in Financial Instruments Directive (2014/65/EU) or applicable 
Swiss regulation. This means that this marketing communication (a) has not been prepared in accordance with legal requirements designed to promote the independence of investment research (b) is not subject to any prohibition on dealing ahead of the 
dissemination of investment research. Investing involves risk including the risk of loss of principal. The whole or any part of this work may not be reproduced, copied or transmitted or any of its contents disclosed to third parties without SSGA’s express written consent. © 2020 
State Street Corporation. All Rights Reserved. 2747944.1.1.EMEA.RTL Exp. Date: 31/10/2020.

Data: Breaking Down ESG’s Final Barrier

R-Factor: A Transparent ESG Scoring System
R-Factor leverages commonly accepted transparent 
materiality frameworks that are supported by a large 
group of companies and investors to generate a unique 
ESG score for listed companies. 

To maximize effectiveness, improve overall coverage 
and remove the biases inherent in existing scoring 
methodologies, the score is powered by ESG data from 
multiple best-in-class providers (Sustainalytics, ISS-
Oekom, Vigeo-EIRIS, and ISS-Governance). 

R-Factor scores will power our investment and client 
reporting capabilities, and be fully integrated into our 
stewardship program.

Putting Companies in the Driving Seat
The composite R-Factor allows for a global comparison of 
companies’ ESG performance within a sector or industry. 

Companies can improve their scores through better 
practice of, and disclosure on, industry-specific SASB 
topics, as well as better adherence to their applicable 
corporate governance code. 

For companies, R-Factor offers clear guidance on which 
ESG topics to focus on and disclose to investors. 

In doing so, this is the first ESG-scoring system to put 
companies in the driver’s seat, allowing them to take 
the action needed to enhance their scores and improve 
investors’ view of their ESG performance.

Why Data Matters
When it comes to data about a 
company’s ESG practices there 
are significant barriers to quality. 

Currently, governments around 
the world don’t require firms 
to report on most ESG data. 
Companies are left to determine 
for themselves which ESG 
factors are material to their 
business performance and what 
information to disclose. 

With investors increasingly viewing 
material ESG factors as being 
critical drivers of a company’s 
ability to generate sustainable 
long-term performance, asset 
owners and their investment 
managers need solutions to these 
data challenges.    

The Problem with ESG Data
Lack of standardization and 
transparency in providers’ 
data collection and scoring 
methodologies pose key 
challenges for investors. 

ESG data providers generally 
develop their own sourcing, 
research and scoring 
methodologies. 

As a result, the rating for a single 
company can vary widely across 
different providers. MSCI and 
Sustainalytics are two of the most 
widely used ESG data providers. 
But our research revealed a 
correlation of only 0.53 among 
their scores, meaning that 
their company ratings are only 
consistent for about half of the 
coverage universe. 

These differing methodologies 
have real implications for investors. 
Investors are, in effect, aligning 
themselves with a provider’s ESG 
investment philosophy in terms 
of data acquisition, materiality, 
aggregation and weighting. 

By relying on an ESG data 
provider’s score, asset owners 
are also taking on that provider’s 
perspectives without a full 
understanding of how they arrived 
at those conclusions.

Right Data, Right Decisions
By investing in ESG solutions powered by 
R-Factor, investors can ensure their capital 
is being allocated to companies focusing on 
managing and mitigating financially material 
ESG risks. 

Investing in an ESG scoring methodology 
that provides clear disclosure guidance to 
companies ultimately leads to better data 
and will allow ESG to be more accurately 
priced into financial markets — all of which 
leads to better ESG investment decisions.

We believe that R-Factor is the change 
needed for ESG to become an integral 
part of the financial system.  We look 
forward to further exploring this 
innovation with you.  

For more on R-Factor and our ESG 
investment capabilities, please contact 
your State Street Global Advisors 
Relationship Manager or visit ssga.com/
esg for further information.


