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Since its launch in 2018, SustainEx has  
become the cornerstone of sustainability  
research at Schroders. 

The backdrop to SustainEx 

At Schroders we do not take a ‘one size fits all’ approach to  
ESG integration. We understand that different asset classes 
require different methods to integrate ESG into their 
investment processes effectively. We have therefore developed 
a suite of research based and quantitative ESG investment tools which provide insights to empower our investors  
to make decisions. SustainEx™ is one of our flagship proprietary models from Schroders’ Sustainable Investment 
modelling team. 

SustainEx™ provides our investment teams with an estimate of both the positive and negative ‘externalities’ that 
companies and countries may create for society or the environment. By understanding a company or sovereign 
issuers’ externality profile we can achieve a nuanced, objective, and comprehensive view of the issuers’ sustainability 
risk profile and the effect the issuer has across its stakeholders. All of this ultimately leads to more sustainable and 
informed investment decisions. The importance of this measure expands as these societal impacts increasingly 
transpire into tangible financial costs or benefits. 

Figure 1: Exploration of corporate externalities and their effect on stakeholders 

 
Source: Schroders 2024. 
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SustainEx’s methodology begins from the premise that companies and countries do not operate within a vacuum: 
they exist within societies, employing their citizens, selling their products, and operating under their laws. As societal 
pressures and government interventions are increasingly holding companies and countries accountable for the 
impacts they impose on society, financial expenses or benefits emerging from these previously unaccounted social 
issues are starting to have an impact (Figure 1). Measures such as minimum wage legislation, sugar taxes, gambling 
restrictions, and carbon price increases were once externalised, and are now being internalised on companies’ 
financial statements, and the direction of travel will put costs against more of these in the years to come. 

This shift puts pressure on companies and countries which have historically relied on avoiding the costs their 
products or operations impose on society. Consequently, the profit distribution in many industries is at risk, as 
winners and losers are redistributed from social externalities to financial costs or income. 

Modelling externalities as a ‘social value’ 

SustainEx quantifies the costs or credits which companies and countries would face if all their negative externalities 
were priced or if their societal benefits were financially recognised. It aggregates all these factors into a net ‘social 
value’, expressed as a percentage of companies’ revenues or countries' GDP. It is designed to assist our analysts, 
fund managers, and clients in identifying these risks, enabling them to reflect these considerations in investment 
decisions and valuations. 

We start by identifying the material externalities (both positive and negative) that companies and countries impose 
on society. We use the stakeholder viewpoint which is common across Schroders’ ESG models as a framework, 
focusing on the constituencies with which companies and countries interact: consumers; communities; employees; 
regulators and governments; and the environment. 

While not every consideration can be robustly modelled, the measures we include in our analysis are: 

– Quantifiable, such that costs and benefits can be measured in economic terms 

– Attributable, to ensure impacts can be sensibly allocated between companies and/or countries using 
objective measures 

– Transparent, to enable users to understand their meaning 

– Disclosed widely enough that meaningful comparison between global companies or countries is possible 

Mapping the range of externalities 

SustainEx offers a shared framework for the evaluation of both corporate and sovereign issuers of securities. 
Because the two types of issuer have many differences, we use different – but overlapping – sets of metrics in our 
evaluation. The Corporate evaluation examines 39 externalities for over 16,000 companies, and the Sovereign 
evaluation assesses 29 externalities for 150 countries. All of this is based on more than 1,000 academic research 
papers and models. 

Figure 2: Mapping 39 corporate and 29 sovereign externalities as metrics across stakeholders 

 
Source: Schroders 2024. 
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We strive for systematic, evidence-based, repeatable, and explainable analysis, using academic and industry research 
as well as exposure data from companies and countries to convert societal costs and benefits into monetary terms 
and represent each of these as a ‘metric’ (Figure 2). We apply consistent assumptions across sovereign and corporate 
measures to enable comparability for those externalities which are shared across both models and focus on global 
challenges and benefits rather than localised ones. 

Quantifying externalities 

Before a metric is included in SustainEx, we follow a rigorous process of academic and industry research and data 
analysis. We then go through methods of standardisation, calculation, aggregation, and testing, to arrive at a 
measure of externality which meets our requirements of quantifiable, attributable, transparent, and disclosed. This 
measure becomes our metric, and each metric is supported by a working group made up of research analysts, 
investors, and data scientists dedicated to critiquing and optimising the methodology. Figure 3 demonstrates the 
types of values SustainEx typically measures. 

Figure 3: Three approaches to measuring social and environmental externalities. Metric approach 

Metric approach  Explanation of approach  Required methodology  Output  

Unit value  Estimated impact of 
individual actions (e.g., GHG 
emissions, NOx emissions…)  

Quantify or estimate level of 
activity for each company / 
country  

Calculate burden associated 
with company / country 
actions  

Monetary value  Cost estimated directly 
based on the monetary value 
of actions (e.g., community 
donations, education 
spending)  

Determine relationship 
between benefit or cost and 
spending  

Calculate cost or benefit 
based on spending on that 
activity  

Global value  Estimated annual and global 
social burden / benefit (e.g., 
alcoholism, medical 
equipment)  

Define activity responsible 
for impact  

Share global cost or benefit 
between companies / 
countries based on activity  

Source Schroders 2024. 
 

The externalities we use in SustainEx are based on our own analysis, drawing as far as possible on existing 
frameworks, including the UN Sustainable Development Goals, although we note that there are limited precedents to 
draw on. Our goal with this tool is to be comprehensive rather than to pre-judge the most important externalities: by 
putting economic costs against impacts, the externalities that are most material for any given issuer emerge from 
our analysis rather than being imposed as an input into our analysis. 

By measuring the externalities related to various sustainability topics and calculating the dollar values of the social 
cost or benefits, we can combine and compare different types of metrics without having to assume any priors about 
the importance of different underlying signals. 

Worked unit value metric example: Carbon Emissions 

One of the biggest market failures of the past 200 years is the externality produced by carbon emissions. When a 
company burns fossil fuels and emits carbon dioxide, it does not pay for the damage that its emissions cause to the 
environment and human health. This leads to a situation where the social cost of carbon emissions is much higher 
than the private cost, and the market equilibrium is inefficient and socially suboptimal; in other words, there is too 
much carbon emitted and too little done to mitigate its impact. This is why governments and international 
organisations are beginning to intervene and regulate carbon emissions, either by imposing taxes, setting caps, or 
creating markets for carbon credits. By internalising the externality, these policies aim to align the private and social 
costs of carbon emissions and create incentives for more sustainable behaviour. 

Studies, academic papers, and statistical models were examined, through which we determined that the global social 
cost of emitting one additional tonne of carbon dioxide into the atmosphere is USD 1101. Furthermore, the academic 
research enabled us to determine that the risks of internalisation of these costs is high given the increasing urgency 
and impact of these emissions on society as the effects of climate change intensify. 

 
 
1 NGFS Scenarios Portal in combination with Schroders research covering 12 different data points to a carbon pricing model. 
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SustainEx combines the unit cost of each company and sovereign with its carbon dioxide emissions in order to 
estimate the societal cost per issuer, as the simplified methodology in Figure 4 demonstrates. 

Figure 4: Carbon emissions as an example of SustainEx's "unit value" methodology 

 

Source: Schroders 2024. 
 

For each company within SustainEx, their assessed responsible global carbon emissions in tonnes (across all three 
scopes of emissions) are multiplied by the global social cost ($110 per tonne) to arrive at the social cost of carbon 
attributed to each company; this is further adjusted to reflect scope 1, 2 and 3 emissions. 

Similarly, we attribute the social cost of CO2 to each country using GHG emissions data; where country data is 
missing, it is estimated based on the country’s GDP, applying a penalty to reflect non-disclosure. We multiply the unit 
cost by each country’s emissions, typically attributing around 25% of a country’s total CO2 emissions to governments, 
where the figure used reflects the public sector’s share of national GDP as a measure of its contribution to the 
country’s emissions, and then dividing this number by the country’s GDP. 

At a high level, the above demonstrates the overarching methodology used for one metric, and similar practices are 
used across the models, refined for their specific metrics and methodologies and subject areas, and aggregated such 
that an overall SustainEx score is achieved. The resulting ‘net social value’ of companies or countries is expressed as a 
percentage of their revenue or GDP. For instance, a company or a country with a 2% positive score generates $2 of 
societal benefit for each $100 of revenue / GDP. 

Worked global value example: Innovation 

The Innovation metric is an example of SustainEx’s global value methodology. Innovation has a positive social value 
as the results of research and development (R&D) spend invariably delivering significant benefits to consumers and 
businesses alike, as well as contributing to broader socioeconomic value. As one of the crossover metrics between 
the Corporate and Sovereign models, Innovation is reflected as being a positive force for governments and countries 
to be investing in also as it is a key driver of economic growth, knowledge enhancement, and increased productivity 
for the country. 

For corporates, we attribute the social cost of innovation to individual companies based on their R&D spend. We use 
a total global social value of $566 billion, derived from numerous academic studies through the Innovation Working 
Group, of which we estimate 25% comes from publicly listed companies. 

To reflect this in the sovereign framework, the same patents applications information and $566 billion social value is 
used. 50% of the social value is attributed to sovereigns, and the number of patent applications per country is 
calculated. The 50% social value is then attributed in proportion to each country’s share of global patent applications 
for the year, and this number is divided by the country’s GDP to give a relative social value. 

In this way, we can quantify both how companies and countries are investing in innovation, research and 
development, and go some way to attributing the resulting social value to them. 
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Worked issuer examples 

This document has provided a high-level overview of the methodology behind Schroders’ proprietary SustainEx 
model for measuring the impacts of companies and countries from a social sustainability perspective through 
attributing costs to social values. To conclude this framework, Figure 5 shows examples demonstrating this theory in 
practice, without delving into the specifics of each calculation. 

Figure 5: Worked examples – assessing a company or a country’s overall social value 

Danone 
SV to Sales (%) 

South Korea 
SV to GPDP (%) 

  

Source: Schroders 2023. 
 

This demonstrates the key positive and negative impacts of Danone and South Korea. The overall impact measure is 
determined starting from a baseline of zero, to which positive contributions are added (dark blue) and negative 
impacts deducted (green), to reach a net impact measure, shown here as a percentage of sales or GDP (bright blue). 
Using the Corporate SustainEx framework, Danone has an overall social value cost of around -1.3%, indicating that it 
detracts around $1.30 of social benefit for every $100 of revenue it generates; while it contributes positively to 
society through salary generation, its Scope 3 CO2 emissions and food waste reduce the overall score. South Korea, 
using the Sovereign SustainEx framework, contributes positives within its society primarily through education and 
patents, while similarly having negatives from carbon emissions, though overall as a country it contributes around 
$3.60 of social benefit for every $100 of GDP it generates. 
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Important information 
The views and opinions contained herein are those of the authors as at 
the date of publication and are subject to change due to market and 
other conditions. Such views and opinions may not necessarily 
represent those expressed or reflected in other Schroders 
communications, strategies or funds.  
This document is intended to be for information purposes only. The 
material is not intended as an offer or solicitation for the purchase or 
sale of any financial instrument or security or to adopt any investment 
strategy. The information provided is not intended to constitute 
investment advice, an investment recommendation or investment 
research and does not take into account specific circumstances of any 
recipient. The material is not intended to provide, and should not be 
relied on for, accounting, legal or tax advice. Any references to 
securities, sectors, regions and/or countries are for illustrative purposes 
only. 
Information herein is believed to be reliable but Schroders does not 
represent or warrant its completeness or accuracy. No responsibility or 
liability is accepted by Schroders, its officers, employees or agents for 
errors of fact or opinion or for any loss arising from use of all or any 
part of the information in this document. No reliance should be placed 
on the views and information in the document when taking individual 
investment and/or strategic decisions. Schroders has no obligation to 
notify any recipient should any information contained herein change or 
subsequently become inaccurate. Unless otherwise authorised by 
Schroders, any reproduction of all or part of the information in this 
document is prohibited. 
Any data contained in this document have been obtained from sources 
we consider to be reliable. Schroders has not independently verified or 
validated such data and they should be independently verified before 
further publication or use. Schroders does not represent or warrant the 
accuracy or completeness of any such data. 
All investing involves risk including the possible loss of principal.  
Exchange rate changes may cause the value of any overseas 
investments to rise or fall. Past Performance is not a guide to future 
performance and may not be repeated. This document may contain 
“forward-looking” information, such as forecasts or projections. Please 
note that any such information is not a guarantee of any future 
performance and there is no assurance that any forecast or projection 
will be realised. For your security, communications may be taped or 
monitored. 
Note to viewers in the European Union/European Economic Area: 
Schroders will be a data controller in respect of your personal data. For 
information on how Schroders might process your personal data, 
please view our Privacy Policy available at 
www.schroders.com/en/privacy-policy or on request should you not 
have access to this webpage. Issued by Schroder Investment 
Management (Europe) S.A., 5, rue Höhenhof, L-1736 Senningerberg, 
Luxembourg. Registered No. B 37.799 
Note to readers in the United Kingdom: Schroders will be a data 
controller in respect of your personal data. For information on how 
Schroders might process your personal data, please view our Privacy 
Policy available at www.schroders.com/en/privacy-policy or on request 
should you not have access to this webpage. Issued by Schroder 
Investment Management Limited, 1 London Wall Place, London, EC2Y 
5AU. Registered Number 1893220 England. Authorised and regulated 
by the Financial Conduct Authority. 
Note to readers in Argentina: Schroder Investment Management S.A., 
Ing. Enrique Butty 220, Piso 12, C1001AFB – Buenos Aires, Argentina. 
Registered/Company Number 15. Registered as Distributor of 
Investment Funds with the CNV (Comisión Nacional de Valores). Nota 
para los televidentes en Argentina: Schroder Investment 
Management S.A., Ing. Enrique Butty 220, Piso 12, C1001AFB – Buenos 
Aires, Argentina. Inscripto en el Registro de Agentes de Colocación y 
Distribución de PIC de FCI de la Comisión Nacional de Valores con el 
número 15. 

Note to viewers in Brazil: Schroder Investment Management Brasil 
Ltda., Rua Joaquim Floriano, 100 – cj. 142 Itaim Bibi, São Paulo, 04534-
000 Brasil. Registered/Company Number 92.886.662/0001-29. 
Authorised as an asset manager by the Securities and Exchange 
Commission of Brazil/Comissão de Valores Mobiliários (“CVM”) 
according to the Declaratory Act number 6816. 
Note to viewers in Hong Kong: Schroder Investment Management 
(Hong Kong) Limited, Level 33, Two Pacific Place 88 Queensway, Hong 
Kong. Central Entity Number (CE No.) ACJ591. Regulated by the 
Securities and Futures Commission. In Hong Kong, this material is 
issued by Schroder Investment Management (Hong Kong) Limited and 
has not been reviewed by the SFC. 
Note to viewers in Indonesia: PT Schroder Investment Management 
Indonesia, Indonesia Stock Exchange Building Tower 1, 30th Floor, Jalan 
Jend. Sudirman Kav 52-53 Jakarta 12190 Indonesia. 
Registered/Company Number by Bapepam Chairman’s Decree No: KEP-
04/PM/MI/1997 dated April 25, 1997 on the investment management 
activities and Regulated by Otoritas Jasa Keuangan (“OJK”), formerly the 
Capital Market and Financial Institution Supervisory Agency (“Bapepam 
dan LK”). OJK makes no representation of approving or does not 
approve this advertisement or publication, nor declare the truth or 
adequacy of the contents of this advertisement or publication. 
Note to viewers in Japan: Schroder Investment Management (Japan) 
Limited, 21st Floor, Marunouchi Trust Tower Main, 1-8-3 Marunouchi, 
Chiyoda-Ku, Tokyo 100-0005, Japan. Registered as a Financial 
Instruments Business Operator regulated by the Financial Services 
Agency of Japan. Kanto Local Finance Bureau (FIBO) No. 90.   
Note to viewers in People’s Republic of China: Schroder Investment 
Management (Shanghai) Co., Ltd., RM1101 11/F Shanghai IFC Phase 
(HSBC Building) 8 Century Avenue, Pudong, Shanghai, China, AMAC 
registration NO. P1066560. Regulated by Asset Management 
Association of China. 
Note to viewers in Singapore: Schroder Investment Management 
(Singapore) Ltd, 138 Market Street #23-01, CapitaGreen, Singapore 
048946. Company Registration No. 199201080H. Regulated by the 
Monetary Authority of Singapore. This advertisement or publication has 
not been reviewed by the Monetary Authority of Singapore. 
Note to viewers in South Korea: Schroders Korea Limited, 26th Floor, 
136, Sejong-daero, (Taepyeongno 1-ga, Seoul Finance Center), Jung-gu, 
Seoul 100-768, South Korea. Registered and regulated by Financial 
Supervisory Service of Korea. 
Note to viewers in Switzerland: Schroder Investment Management 
(Switzerland) AG, Central 2, CH-8001 Zürich, Postfach 1820, CH-8021 
Zürich, Switzerland. Enterprise identification number (UID) CHE-
101.447.114. Authorised and regulated by the Swiss Financial Market 
Supervisory Authority (FINMA). 
Note to viewers in Taiwan: Schroder Investment Management (Taiwan) 
Limited, 9F, 108, Sec.5, Hsin-Yi Road, Hsin-YI District, Taipei 11047 
Taiwan, R.O.C. Registered as a Securities Investment Trust Enterprise 
regulated by the Securities and Futures Bureau, Financial Supervisory 
Commission, R.O.C. 
Note to viewers in the United Arab Emirates: Schroder Investment 
Management Limited, located on 1st Floor, Gate Village Six, Dubai 
International Financial Centre, PO Box 506612 Dubai, United Arab 
Emirates is regulated by the Dubai Financial Services Authority. 
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