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Acadian’s 2022 seminar series focused on applications of artificial intelligence and alternative data to ESG investing. 
Benefits are surprisingly broad, including risk mitigation, alpha generation, engagement, and alignment of portfolios  
with investors’ values-driven preferences. 

An underlying premise of ESG investing is that socially 
responsible companies produce superior financial results, 
and that markets haven’t fully priced in the relationship. 
But questions of whether and how we can actually improve 
investment performance with ESG-related information have 
been obscured by the proliferation of uninformative and 
specious content and claims. 

The inconvenient truth is that readily available ESG data, 
including off-the-shelf ESG ratings, is unlikely to be of 
investing value for investors seeking to maximize risk-
adjusted returns. It would be surprising if it were. ESG 
ratings are not created (solely) for financial forecasting 
purposes, and they reflect the purveyor’s business 
incentives and all kinds of judgment calls. It’s no surprise, 
therefore, that there is enormous dispersion across ESG 
ratings, reflective of deep disagreement over what 
concepts to evaluate, how to measure those concepts, and 
how to weight the metrics. For example, a fossil fuel 
company might outscore an energy transition company 
depending on the relative weighting of environmental 
versus social and governance criteria. 

Contrary to Elon Musk’s recent assertion that ESG is  
a scam, however, ambiguity in ratings hardly implies that 
there is no value in ESG. It’s no coincidence that ESG has 
developed concurrently with a revolution in systematic 
investing – the application of artificial intelligence (AI) to 
analyze alternative data, i.e., information that was originally 
generated for non-financial purposes. That’s because  
there is enormous overlap between ESG-related information 
and the types of alt data now being exploited by systematic 
investors, examples of which would include free-form  
text in corporate communications, regulatory filings, and 
media reports. 

ESG-related alt data is often unstructured, ungoverned, 
and “big.” While those characteristics make the information 
difficult to work with, that challenge represents the seed of 
opportunity for systematic investors. The key to generating 
additional value from ESG lies in the application of a 
sophisticated toolkit to access, process, and analyze messy 
alternative data. Such methods include:

	• Information retrieval—automated processing of free-
form text and other alternative data sources to extract 
information that is material to investing. A prototypical 
example in the ESG context involves mining regulatory 
filings for significant disclosures about ESG-related 
risks. Doing so would be infeasible without systematic 
machinery (or an army of analysts) given the dauntingly 
long and tedious nature of such reports. 

	• Unsupervised machine learning—a class of AI 
algorithms that automatically identify patterns in  
data. In relation to ESG, we apply unsupervised 
learning to map out supply chain relationships, for 
example to understand companies’ exposures to 
ESG-related themes, like climate change risk. We  
also apply these techniques to detect emerging  
ESG risks or controversies relevant to individual 
firms or entire industries.

	• Supervised learning—the application of machine 
learning techniques in combination with human 
judgement, often to improve forecasting or to  
make subjective judgments. In the ESG context,  
we apply supervised learning to identify 
greenwashers, based on whether their discussions 
of ESG-related topics show evidence of evasion 
or deception. Such judgements help us to identify 
targets for engagement, an aspect of ESG not 
commonly identified with systematic investing,  
but one that systematic investors are uniquely 
positioned to  pursue. Supervised learning can  
also help us to  better engage with investee 
companies based on issues that are aligned with 
investors’ values.

We believe that the systematic investing process is 
uniquely well-suited to achieve ESG objectives. The 
application of AI to analyze the alternative data that is 
so central to ESG represents the natural evolution of 
the systematic toolkit. It has perhaps surprisingly broad 
relevance to ESG, across alpha generation, risk  
mitigation, engagement, and in aligning asset owners’ 
portfolios with their values.
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Please visit www.Acadian-Asset.com for recent research on ESG, including:

ESG: The Imperative of a Systematic Approach

Decarbonizing Equity Portfolios: A “Net Zero Glidepath” Solution

ESG Engagement: By the Numbers 

Quick Take: Does Decarbonization Require Betting Against Oil?

Quick Take: Decarbonizing Portfolios is Easier with Utilities out of Favor

Environmental Themes in Commodities Investing: Systematic Macro Perspective on ESG 

http://www.Acadian-Asset.com
https://www.acadian-asset.com/investment-insights/esg/esg-the-imperative-of-a-systematic-approach
https://www.acadian-asset.com/investment-insights/esg/decarbonizing-equity-portfolios-a-net-zero-glidepath-solution
https://www.acadian-asset.com/investment-insights/esg/esg-engagement-by-the-numbers
https://www.acadian-asset.com/investment-insights/esg/quick-take-does-decarbonization-require-betting-against-oil
https://www.acadian-asset.com/investment-insights/esg/quick-take-decarbonizing-portfolios-is-easier-with-utilities-out-of-favor
https://www.acadian-asset.com/investment-insights/esg/environmental-themes-in-commodities-investing-systematic-macro-perspective-on-esg
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GENERAL LEGAL DISCLAIMER
These materials provided herein may contain material, non-public 
information within the meaning of the United States Federal Securities 
Laws with respect to Acadian Asset Management LLC, BrightSphere 
Investment Group Inc. and/or their respective subsidiaries and affiliated 
entities.  The recipient of these materials agrees that it will not use 
any confidential information that may be contained herein to execute or 
recommend transactions in securities.  The recipient further acknowledges 
that it is aware that United States Federal and State securities laws 
prohibit any person or entity who has material, non-public information 
about a publicly-traded company from purchasing or selling securities of 
such company, or from communicating such information to any other person 
or entity under circumstances in which it is reasonably foreseeable that 
such person or entity is likely to sell or purchase such securities.

Acadian provides this material as a general overview of the firm, our 
processes and our investment capabilities. It has been provided for 
informational purposes only. It does not constitute or form part of any offer 
to issue or sell, or any solicitation of any offer to subscribe or to purchase, 
shares, units or other interests in investments that may be referred to 
herein and must not be construed as investment or financial product advice. 
Acadian has not considered any reader’s financial situation, objective or 
needs in providing the relevant information. 

The value of investments may fall as well as rise and you may not get back 
your original investment. Past performance is not necessarily a guide to 
future performance or returns. Acadian has taken all reasonable care to 
ensure that the information contained in this material is accurate at the 
time of its distribution, no representation or warranty, express or implied, is 
made as to the accuracy, reliability or completeness of such information.

This material contains privileged and confidential information and is 
intended only for the recipient/s. Any distribution, reproduction or other use 
of this presentation by recipients is strictly prohibited. If you are not the 
intended recipient and this presentation has been sent or passed on to you 
in error, please contact us immediately. Confidentiality and privilege are not 
lost by this presentation having been sent or passed on to you in error.

Acadian’s quantitative investment process is supported by extensive 
proprietary computer code. Acadian’s researchers, software developers, 
and IT teams follow a structured design, development, testing, change 

control, and review processes during the development of its systems 
and the implementation within our investment process. These controls 
and their effectiveness are subject to regular internal reviews, at least 
annual independent review by our SOC1 auditor. However, despite these 
extensive controls it is possible that errors may occur in coding and within 
the investment process, as is the case with any complex software or 
data-driven model, and no guarantee or warranty can be provided that 
any quantitative investment model is completely free of errors. Any such 
errors could have a negative impact on investment results. We have in 
place control systems and processes which are intended to identify in a 
timely manner any such errors which would have a material impact on the 
investment process.

Acadian Asset Management LLC has wholly owned affiliates located in 
London, Singapore, and Sydney. Pursuant to the terms of service level 
agreements with each affiliate, employees of Acadian Asset Management 
LLC may provide certain services on behalf of each affiliate and employees 
of each affiliate may provide certain administrative services, including 
marketing and client service, on behalf of Acadian Asset Management LLC.

Acadian Asset Management LLC is registered as an investment adviser 
with the U.S. Securities and Exchange Commission. Registration of an 
investment adviser does not imply any level of skill or training. 

Acadian Asset Management (Singapore) Pte Ltd, (Registration Number: 
199902125D) is licensed by the Monetary Authority of Singapore. 

Acadian Asset Management (Australia) Limited (ABN 41 114 200 127) is 
the holder of Australian financial services license number 291872 (“AFSL”). 
Under the terms of its AFSL, Acadian Asset Management (Australia) Limited 
is limited to providing the financial services under its license to wholesale 
clients only. This marketing material is not to be provided to retail clients. 

Acadian Asset Management (UK) Limited is authorized and regulated by 
the Financial Conduct Authority (‘the FCA’) and is a limited liability company 
incorporated in England and Wales with company number 05644066. 
Acadian Asset Management (UK) Limited will only make this material 
available to Professional Clients and Eligible Counterparties as defined by 
the FCA under the Markets in Financial Instruments Directive.
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