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Fitch ESG Relevance 
Scoring Approach 

1 



We Are Measuring Which ESG Risks Appear in 
Our Ratings 
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Credit Risk 

Source: Fitch Ratings 



Summary Stats on ESG Relevance Scores By Sectors 

 

 

 

 

 

Fitch Analytical Groups 

 

ESG 

Templates 

 

# of Issuers / 

Transactions 

 

# of Data 

Points 

 

# of E 

Scores 

 

# of S 

Scores 

 

# of G 

Scores 

 

% Some 

Impact 

 

Corporates 
 

52 1,577 22,078 7,885 7,885 6,308 22% 

 

Financial Institutions 

 

4 986 13,804 4,930 4,930 3,944 20% 

Sovereigns 

 
1 118 1,770 590 590 590 100% 

 

Public Finance & Infrastructure 

 

20 2,683 38,676 13,415 13,415 11,846 5% 

 

Structured Finance &  

Covered Bonds 

 

18 4,821 67,494 24,105 24,105 19,284 18% 

 

Totals 

 

95 10,185 143,822 50,925 50,925 41,972 16% 



How Are We Defining Relevance and Materiality to Credit? 
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Relevance Score Definition 

5 Highly relevant, a key transaction or program rating driver that has a significant 

impact on an individual basis.   

4 Relevant to transaction or program rating; not a key rating driver but has an 

impact on the ratings in combination with other factors.   

3 Minimally relevant to ratings, either very low impact or actively mitigated in a 

way that results in no impact on the transaction or program rating.   

2 Irrelevant to the transaction or program ratings; relevant to the sector.  

1 Irrelevant to the transaction or program ratings; irrelevant to the sector.  



Similar Environmental and Social Issues Across Sectors (except Sovereigns) 

Environmental 

Greenhouse Gas Emissions & Air Quality 

Regulatory risks, fines, or compliance costs related to 

emissions, energy consumption and/or related reporting 

standards 

Energy Management 

Assets' energy/fuel efficiency and impact on valuation 

Water & Wastewater Management 

Water utilities' financial targets for water quality, leakage, and 

usage 

Waste & Hazardous Materials Management, Ecological 

Impacts 

Operations proximity to environmentally sensitive areas; 

ecological impact of operating incidents and spills 

Exposure to Environmental Impacts 

Asset, operations and/or cash flow exposure to extreme 

weather events and other catastrophe risk, including but not 

limited to flooding, hurricanes, tornadoes, and earthquakes 
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Social 

Human Rights, Community Relations, Access & 

Affordability 

Risk-based pricing/repricing, social programs, 

services/resources for underbanked/underserved 

communities and impact on accessibility and affordability 

Customer Welfare - Fair Messaging, Privacy & Data 

Security 

Compliance with consumer protection related regulatory 

requirements, such as fair/transparent lending, 

repossession/collection practices, safety and data security 

Labor Relations & Practices 

Labor practices, pension obligations and related litigation 

Employee Wellbeing 

n.a. 

Exposure to Social Impacts 

Macroeconomic factors and sustained structural shifts in 

secular preferences affecting consumer behavior  



Different Governance Issues for Covered Bonds 

Structured Finance & Covered Bonds Financial Institutions 

Rule of Law, Institutional and Regulatory Quality 

Jurisdictional legal risks; regulatory & supervisory oversight; 

foreclosure laws; government support and intervention 

Management Strategy 

Operational implementation of strategy 

Transaction & Collateral Structure  

Asset isolation; resolution/insolvency remoteness; legal 

structure; complex structure 

Governance Structure  

Board independence; ownership concentration; protection of 

stakeholder rights; compliance & legal risks; business 

continuity; key person risk; related parties 

Transaction Parties & Operational Risk  

Counterparty risk; origination, underwriting and/or aggregator 

standards; borrower/lessee/sponsor risk; originator, services, 

manager and operational risk 

Group Structure  

Organizational structure; appropriateness relative to business 

model; opacity; intra-group dynamics; ownership 

Data Transparency & Privacy  

Transaction data and periodic reporting 

Financial Transparency 

Quality and frequency of financial reporting and auditing 

processes 
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ESG Scores for 
Covered Bonds 
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Example of Published ESG Relevance Scores 
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Example of Published ESG Relevance Scores 
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AEGON Bank N.V., Mortgage Registered Covered Bonds has an ESG Relevance Score of 5 for Human Rights, Community 

Relations, Access & Affordability due to exposure to National Mortgage Guarantee loans in the Netherlands, which has a 

positive impact on the credit profile, and is highly relevant to the rating, resulting in a higher level of recoveries and a 

reduced loss floor.  



Key Elevated ESG Scores for Covered Bonds  
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Environmental 
 None 
 
Social 
• Human Rights, Community Relations, Access & Affordability 

+5: NHG guarantee for Dutch mortgage loans 
+4: Payroll deductibility, interest rate subsidies from government in 
Panama 
 

Governance 
• Transaction & Collateral Structure 
 -5: Lack of liquidity protection  
 -4: Weaker asset recoveries  
 

• Transaction Parties & Operational Risk 
 -5: Overcollateralisation constraint 
 -5: Weaker cover pool specific alternative management 
 
• Data Transparency & Privacy 
 -5: Limited rating uplift approach 
 



ESG Relevance 
Scores 
Comparison 
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Scoring Results (103 Programmes from 85 Issuing Groups) 
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0% 20% 40% 60% 80% 100%

Governance

Social

Environmental

Issuers/Parent Score Distribution 

1s 2s 3s 4s 5s

Some 
impact 
12% 

No impact 
88% 

Relevance to Issuers/Referenced Parent 



• No Correlation in Principle 

 

• More Elevated Scores for Covered Bonds 
– Likely to fall with introduction of EU Covered Bond Directive 

– Some outliers issuing groups have higher scores than their programmes 

(Australia, Denmark, Germany) 

 

 

Relationship Between Issuer and Covered Bonds ESG Relevance 
Scores 
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Fitch Ratings –  ESG Resources for Covered Bonds 

Covered Bonds Surveillance Snapshot 

• 3Q19 covered bonds surveillances snapshot 

• 3Q19 covered bonds surveillance snapshot - excel file 

 

Special Reports  

• Introducing ESG Relevance Scores for Structured Finance and 

Covered Bonds 

• What Investors Want to Know: Structured Finance and Covered 

Bond ESG Relevance Scores 

 

Data 

• Structured Finance and Covered Bonds ESG Relevance Map 

• SF and Covered Bonds ESG Dashboard Compendium 

 

Recorded Presentation  

• Webinar  

 

More information available at www.fitchratings.com/esg 
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https://www.fitchratings.com/site/re/10091578
https://www.fitchratings.com/site/re/10091578
https://www.fitchratings.com/site/re/10091566
https://www.fitchratings.com/site/re/10091566
https://www.fitchratings.com/site/re/10091566
https://www.fitchratings.com/site/re/10091566
https://www.fitchratings.com/site/re/10091566
https://www.fitchratings.com/site/pr/XXX
https://www.fitchratings.com/site/pr/XXX
https://www.fitchratings.com/site/pr/10092627
https://www.fitchratings.com/site/pr/10092627
https://www.fitchratings.com/site/re/10099069
https://www.fitchratings.com/site/pr/10095492
https://events.fitchratings.com/esgrelevancescoresforstructure
http://www.fitchratings.com/esg
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