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Method
GES Investment Services has performed an ESG comparison on blue chip indexes in all
major European countries including New Europe. A total of 746 companies have been
assessed according to GES Risk Rating criteria. Altogether a total of 29 indexes were
analysed each of them comprising approximately 6-40 1 of the largest companies by market
capitalization on each market. 2

WHAT IS GES RISK RATING?
The GES Risk Rating is an analysis of risks in the companies’ methods of dealing with the
environment, human rights and corporate governance. The analysis is based on international
norms on Environmental, Social and Governance (ESG) issues. It evaluates both the
companies' present status and readiness for the future.

THE ANALYSIS PROCESS
The environmental analysis is based on international standards for environmental
management and industry-specific key indicators for environmental performance. The human
rights analysis is based on UN Universal Declaration of Human Rights, UN Convention on the
Rights of the Child and ILO Core Labour Conventions. The corporate governance analysis is
based on the OECD Guidelines for Good Corporate Governance.
The analysis of each specific company is based on official company documents, dialogue with
companies, information from non-governmental organisations, the media and GES’ partners.

RATING
In this study, the companies obtained a rating (from 0-3) for each of the areas environment,
human rights and corporate governance. A low score indicates no information or total failure
and a high score indicates that the company has management systems and routines in place
in order to secure that a particular program is carried out, performance data is published and
preferably also verified by a third party. Altogether the rating shows the company's ability to
deal with the general risks that concern the type of activity and to comply with international
norms and procedures.
The result show the average performance of a company on each of the indexes in this study.
We will present the result for the three E, S and G pillars separately and jointly, where we use
equal weight for each of the three pillars in the analysis. We start with New Europe and after
that we will incorporate rest of Europe to find out how New Europe performs compared to
major indexes in Europe.
Finally we will investigate the differences of ESG performance between industries, as
classified by Global Industry Classification Standard (GICS).
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With the excep+on of the FTSE 100 index where the 100 largest companies are taken into account.
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In addi+on to the blue chip indexes we have also included the RESPECT Index (Polish CSR index) and mWIG40

index from Poland (index of midsized polish companies).
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Results
NEW EUROPE AND RUSSIA
A total of twelve indexes were analysed in New Europe, covering markets in the Baltic
countries, Poland, Czech Republic, Russia, Hungary, Slovenia, Croatia, Bulgaria, Romania
and Republic of Serbia.
With regard to ESG reporting in New Europe the analysis shows that the best performing
pillar is the Corporate Governance pillar, followed by the Environmental and Social pillars, with
a quite large gap between the Corporate Governance pillar and the other two pillars.

Best performers on Corporate Governance are companies present on the WIG 20 in Poland,
the PX 14 index in Czech Republic and the mWIG 40 in Poland. If we would only concentrate
on blue chip indexes and exclude the mWIG40 index, then the BUX 13 from Hungary would
make third place. If we include the RESPECT index then it would be the number one
performing index with regards to Corporate Governance in New Europe. Noteworthy is that all
except for one company from the mentioned indexes above publish information on Corporate
Governance. Laggards in New Europe are CROBEX 25, BET-XT 25 and BELEX 15 from
Croatia, Romania and Serbia respectively.
The OMX Russia 15 index is the top performer on the Environmental pillar, followed by the
BUX 13 and PX 14 indexes, with laggards being indexes from Romania, Bulgaria and Serbia,
not taking mWIG 40 into account. Noteworthy is that a total of 8 companies (16%) among the
three top performing indexes in the Environmental pillar did not report anything on
Environmental issues.
The OMX Russia 15 is also the top performer on the Social pillar in New Europe, followed by
the PX 14 and WIG 20, with laggards being indexes from Romania, Bulgaria (SOFIX 20) and
Serbia, not taking mWIG 40 into account. Noteworthy is that a total of nine companies (18%)
among the three top performing indexes in the Social pillar did not report anything on social
issues.
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Results
If we consider the three pillars jointly then this comparison shows that the best ESG performer
in New Europe is the PX 14, followed by the OMX Russia 15 and WIG 20. If we were to take
the Polish RESPECT into consideration then that index would be the number one performing
ESG index in New Europe, with indexes from Bulgaria, Romania and Serbia being the
laggards.

REST OF EUROPE
A total of 17 indexes were analysed in rest of Europe, covering markets in Sweden, Norway,
Finland, Denmark, Germany, The Netherlands, Belgium, Germany, France, Great Britain,
Ireland, Portugal, Spain, Italy, Greece, Turkey, Switzerland and Austria.
When adding rest of Europe to the analysis, and looking at the three ESG pillars
independently the findings from New Europe in one sense repeats itself. As before, the best
performing pillar is the Corporate Governance pillar, followed by the Environmental and Social
pillars, however now company preparedness and performance generally being on a much
higher level for all three pillars.
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Results

Best performers on Corporate Governance are companies present on the FTSE 100 index in
Great Britain, the SLI 30 in Switzerland and the AEX 25 in the Netherlands. Noteworthy is that
all companies from the mentioned indexes above publish information on Corporate
Governance. Laggards are indexes from Italy (FTSE MIB 40), Greece (ATHEX 20) and Turkey
(ISE 30).
The OMX Stockholm 30 is the top performer on the Environmental pillar, followed by the CAC
40 and the DAX 30 in Germany. Noteworthy is that all companies from the mentioned indexes
above publish information on Environmental issues.
The OMX Stockholm 30 is also the top performer on the Social pillar in the examined group of
companies, followed by the CAC 40 in France and the IBEX 35 in Spain. Noteworthy is that
one company (1%) among the three top performing indexes in the Social pillar did not report
anything on social issues.
The top Corporate Governance, Social and Environmental performers in New Europe fall
behind the more developed countries in Europe when extending the universe. Being the
leader in New Europe, WIG 20 ranks 14th place among Corporate Governance performers in
Europe. If we would take the RESPECT index into account then it would make eleventh place
in Europe, just slightly better than the DAX from Germany and the PSI from Portugal. The
OMX Russia 15, being the leader on Social and Environmental pillars in New Europe, ranks
15th on Social and 14th on Environmental in when incorporating rest of Europe into the
analysis.
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Results

If we sum up all the E, S and G pillars and create a separate ESG pillar where all the parts
have equal weights we come up with the findings below. We have identified five clusters of
ESG performance in Europe. There is a group of markets in Europe which clearly are the ESG
leaders in Europe, with Swedish OMX Stockholm 30 as the top performer, followed by CAC
40, AEX 25, FTSE 100 and DAX 30. These indexes are all part of the first cluster.
!

The second cluster comprises companies that still have ESG performance on a relatively high
level, including for example OMX Oslo 20, OMX Copenhagen 20, however not reaching the
top ESG performers in Europe.
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Results
The third cluster comprises indexes with a little less than average ESG performance in
Europe, including the ATX 20, ISEQ 20, ATHEX 20 from Old Europe and RESPECT, PX 14,
OMX Russia 15 and WIG 20 from New Europe.
The fourth cluster comprises below average ESG performers in Europe, including BUX 13
from Hungary, SBITOP 6 from Slovenia, mWIG 40, OMX Baltic 10 (comprising companies
from Latvia, Estonia and Litvia) and finally the ISE 30 from Turkey. The gap between the third
and fourth cluster is however quite small especially for the indexes from Hungary and
Slovenia.
The fifth cluster comprises the clear laggards in Europe with regards to ESG preparedness
and performance comprising of the blue chip indexes from Croatia, Bulgaria, Romania and
Republic of Serbia.

SECTOR ANALYSIS
When we assess the outcome of the sector analysis in New Europe we can see that
Telecommunication Services are best performers on Corporate Governance, followed by
Utilities and Consumer Discretionary, with Industrials, Health Care and Information Technology
being the laggards.

Energy, Utilities and Telecommunication Services are best performers with regards to the
Environmental pillar, with Industrials, Consumer Discretionary and Financials as laggards.
Noteworthy is that the laggards present very little information on their Environmental
preparedness and performance.
Telecommunication Services, Energy and Utilities are best performers with regard to the
Social Pillar, with Consumer Discretionary, Industrials and Health Care being the laggards.
Again the laggards present very little information on their Social preparedness and
performance.
If we create only one ESG pillar for New Europe, then the outcome shows that the leading
ESG industry is Telecommunication Services, followed by Energy and Utilities. Laggards in
New Europe are Health Care, Industrials and Information Technology.
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Results

When we incorporate rest of Europe in our analysis we can see that Telecommunication
Services are best performers on Corporate Governance, followed by Utilities and Consumer
Discretionary, however one can conclude that there is not a large difference in performance
between industries.

Utilities, Telecommunication Services and Materials are best performers with regards to the
Environmental pillar, with Industrials, Consumer Discretionary and Financials as laggards.
Utilities, Information Technology and Telecommunication Services are best performers with
regards to the Social Pillar, with Health Care, Materials and Financials as laggards.
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Results

If we create only one ESG pillar for whole Europe, then the outcome shows that the leading
ESG industries are Utilities, Telecommunication Services, and Information Technology.
Laggards are Health Care, Industrials and Financials. Noteworthy is that the difference
between ESG performance in the industries is not that big as for New Europe.
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Conclusions
When looking at the analysis above one can draw the conclusion that the Corporate
Governance pillar in some indexes in New Europe is quite competitive. The difference
between the best performing index in Europe, the FTSE 100 and the best performing indexes
in New Europe, the WIG 20 and RESPECT is not that large. The difference in Environmental
and Social performance between New Europe and rest of Europe is however quite large. This
is something that New Europe is working on and the improvement during the last ten years
has been quite good. GES estimation is that the current leaders in New Europe were on the
same level ten years ago as the current laggards in Europe are today.
We predict that New Europe is moving forward with regards to ESG reporting. More and more
companies in New Europe are realising the value of ESG reporting to potential investors.
Although being laggards, and distanced by the top performing indexes in Europe, one can see
that indexes from New Europe are close to catching up on ESG reporting with indexes coming
from Austria, Greece and Ireland. The Polish RESPECT even slightly exceeds the Greek
Athex 20. We expect to see for the coming years that companies from New Europe continue
improving their ESG reporting, thus making them even more attractive for investors.
The sector analysis shows that there is a notable gap between ESG performance among
sectors in New Europe compared to rest of Europe where the ESG performance tends to be
relatively sector neutral, with utilities and Telecommunication Services the best performing
sectors in Europe.
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