
In focus

What can data science tell bond investors?
The data insights unit has worked with Schroders’ US municipal 
bonds team and sustainability experts in North America on 
county-level data since 2019. 

One of the outcomes of this collaboration is our Schroders 
Municipal US Sustainability Explorer (MUSE). 

There are thousands of issuers around each state in the US, each 
with a unique profile from a fundamental perspective, but also 
from a sustainability standpoint. 

This proprietary investment tool allows analysts to access 
dozens of data points across ESG factors and assign an overall 
sustainability score to over 3,000 counties in the US. 

What makes this tool unique is that it affords us a forward-looking 
lens into the population that supports the municipalities that 
comprise each county.

For example the below chart below shows the differences in MUSE 
sustainability rankings for each county across the US. Green shading 
reflects high sustainability rankings, red reflects low rankings. 

Data science is increasingly driving investment analysis through the lens of 
environmental, social and governance (ESG) factors.
It’s been an established part of Schroders investors’ toolkit since the Data 
Insights Unit (DIU) was established in 2014. The team uses new alternative 
and unconventional data sets to build investment tools and provide a 
research service to investors across the firm.
From how it helps us track thawing permafrost to our analysis of the 
make-up of company boards, these are just few examples of data-driven 
sustainability insights in practice.
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How data science  
helps sustainable investors 
We believe data science is crucial to gaining valuable insights into 
the companies we invest in and their operating environments.
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Figure 1: US countries by sustainability ranking

Source: Schroders Data Insights Unit, January 2021.
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David Knutson, Head of Integrated Research for the Americas, 
says: “The pandemic has made credit analysis even more challenging. 
The longer-term negative impact of the shutdowns means at some 
point certain state and local municipal issuers will face difficult 
challenges. This research model has allowed us to compare issuers 
based on factors that could impact on an issuers’ ability to maintain 
itself, such as access to healthcare.”

What can data about the make-up of company boards tell us?
Looking at company governance is another important part of 
active, long-term investing. 

Investors can easily determine who is on a board, how long they 
have been on it and their background, but we have a tool which 
allows for the creation of peer groups of similar companies across 
industries.

It is important to compare how companies measure up against 
each other in a number of different metrics, such as what 
proportion of the board is female and what other commitments 
board members have. 

It also allows investors to see who has worked together in the past 
and for how long. This can be a positive attribute for a board and 
lead to greater cooperation. However, it can also be a signal to us 
to watch out for the possibility of so-called ‘group-think’, which can 
be less positive for company governance.

Moreover, analysis of this kind of data can lead to otherwise 
obscured insights. For example, a new board member coming 
from a completely different sector or background to the company 
could signal that it is considering moving into a new sector or 
providing a new service.

We applied this analysis to one of the UK’s big banks. The resulting 
chart below shows how the individual company compares on each 
of the board data metrics based to the aggregate of a peer group 
(in this case UK banks in the FTSE 350). The visualisation makes it 
easy to compare this particular bank to its competitors.

Figure 2: Data insights for a UK bank’s board

Source: Schroders Data Insights Unit, October 2020.
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For example in comparing the bank with its peers:

 Ȃ Average sector experience is approximately 1.4 times greater 
than the peer group

 Ȃ This board is larger than the average, as there are 1.2 times as 
many directors serving on the board compared to the peer group 

 Ȃ The data suggests the board has been relatively stable, given its 
greater score on the “years since last board appointment” metric

 Ȃ The bank has fewer female representatives on the board than 
its peers do

 Ȃ Board members dedicate slightly less time to their board 
responsibilities compared to peers

 Ȃ The tenure of the current chair is much shorter than for peers 

How does data prompt increased engagement
As an active manager, contact with the companies in which we 
invest is a daily occurrence and an important part of sustainable 
investment. Here are two instances where the use of data science 
has led to deeper questioning or offers of information. 

1. The supermarket chain with unrealistic expansion claims
As part of an initial public offering (IPO), a supermarket chain 
promised that it would double the size of its network in five years 
by opening 1,000 new stores a year. This seemed a very ambitious 
strategy. Investors wanted to know if the targets were realistic, 
especially as it is important to pay fair value for a security at the 
IPO stage. 

Using geospatial data science, we mapped the existing store 
locations of the chain and of its competitors around population 
centres. This allowed us to assess whether there would be demand 
for expansion or if the competition was already too fierce. 

As an example, Figure 3 below illustrates our findings for Turkey. 
The bubbles indicate number of stores in that area Ȃ so the bigger 
the bubble the greater the number of stores in that spot. The 
colour of the bubbles indicate whether these stores belong to the 
supermarket (dark green) or competitors (dark purple). This map 
makes it easier to identify which areas you’d be cannibalising your 
own store front if you expanded into them, areas where there 
would be too many competitors and areas where there could be 
opportunities for expansion.

Figure 3: Geospatial mapping of supermarkets in Turkey

Source: Schroders Data Insights, May 2018.
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Based on our analysis, we calculated that the company could 
realistically only open a maximum of 3,000 new stores over the 
five year period. This is 2,000 fewer than claimed. The company’s 
management was then asked how its targets and calculations 
measured up against ours. 

This type of analysis can lead to a deeper conversation with 
company management as well as being a prompt for greater 
disclosure over other elements of operations. 

2. The Russian oil, gas and gold mines at risk from thawing 
permafrost 
We created a tool to analyse weather and geographic trends in oil 
and gas production in Siberia Ȃ particularly thawing permafrost.

Risks from this include the release of bacteria and viruses from the 
ground. The release of gases such as carbon dioxide and methane 
into the atmosphere contributes to climate change. 

Thawing permafrost represents a significant physical climate risk 
to companies operating in permafrost areas. For example, as soils 
shift, infrastructure is threatened and floods become more likely. 

Our tool covers the main companies that operate in Russia and 
the locations of all their oil, gas and gold mines versus surface 
temperatures in those locations. It means our investors are better 
informed in their engagements with those firms at risk.

Figure 4 below shows that for the first company’s mine 
located in the region of Tambeyskoyo, only 44.4% of days in 
2020 experienced temperatures below zero degrees. This is 
substantially lower than the 75.3% of days in 2019. 

In summary: the increasing adoption of data science 
techniques in tandem with the rise of ESG 

Quantifying the potential impacts of sustainability risks is 
becoming ever more important to delivering sustainable 
investment returns for our clients. There are many ESG 
metrics and an ever-growing pool of ESG-related data which 
can provide rich insights for our investors.

At Schroders, we believe that unconventional data should 
be used alongside so-called “traditional” data Ȃ the 
quantitative data from sources such as financial statements, 
management presentations and press releases Ȃ as part 
of their fundamental investment process. These more 
advanced techniques can be used to analyse sectors and 
offer evidence or research points to help investors better 
actively challenge and encourage companies.

Investors can then use this knowledge to inform their view of the 
risk that thawing permafrost may pose to this company.

James Ferguson, Research Analyst Emerging Market Equities, 
says: “The DIU’s dashboard provides us with insights that are hard to 
replicate. It helps us track the rate of permafrost thawing in different 
locations and identify which companies could be at risk from the 
environmental shift. As a result of this analysis, we have engaged with 
six companies that operate in at-risk areas to understand how they 
view this physical climate risk”.

Figure 4: Percentage days of the year below zero degrees centigrade 

Source: Schroders Data Insights, August 2020. The shading from red through 
orange to blue represents the most negative to most positive outcomes. 
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Important information: The views and opinions contained herein are those of the author and do not necessarily represent Schroder Investment Management North 
America Inc.’s (SIMNA Inc.) house view. Issued January 2021. These views and opinions are subject to change. Companies/issuers/sectors mentioned are for illustrative purposes 
only and should not be viewed as a recommendation to buy/sell. This report is intended to be for information purposes only and it is not intended as promotional material in any 
respect. The material is not intended as an offer or solicitation for the purchase or sale of any financial instrument. The material is not intended to provide, and should not be relied 
on for accounting, legal or tax advice, or investment recommendations. Information herein has been obtained from sources we believe to be reliable but SIMNA Inc. does not 
warrant its completeness or accuracy. No responsibility can be accepted for errors of facts obtained from third parties. Reliance should not be placed on the views and information 
in the document when making individual investment and/or strategic decisions. The opinions stated in this document include some forecasted views. We believe that we are 
basing our expectations and beliefs on reasonable assumptions within the bounds of what we currently know. However, there is no guarantee that any forecasts or opinions will 
be realized. No responsibility can be accepted for errors of fact obtained from third parties. While every effort has been made to produce a fair representation of performance, no 
representations or warranties are made as to the accuracy of the information or ratings presented, and no responsibility or liability can be accepted for damage caused by use of or 
reliance on the information contained within this report. Past performance is no guarantee of future results. All investments, foreign or domestic, involves risk, including the risk of 
loss of principal.

The success of any quantitative research tool, including those described herein, depends largely upon the effectiveness of the investment team’s quantitative model. A quantitative 
model, such as the risk and other models used by the investment team requires adherence to a systematic, disciplined process. The team’s ability to monitor and, if necessary, 
adjust its quantitative model could be adversely affected by various factors including incorrect or outdated market and other data inputs. Factors that affect a security’s value can 
change over time, and these changes may not be reflected in the quantitative model. In addition, factors used in quantitative analysis and the weight placed on those factors may 
not be predictive of a security’s value. No investment strategy, technique or model can guarantee future results or eliminate the risk of loss of principal. 

SIMNA Inc. is registered as an investment adviser with the US Securities and Exchange Commission and as a Portfolio Manager with the securities regulatory authorities in Alberta, 
British Columbia, Manitoba, Nova Scotia, Ontario, Quebec and Saskatchewan. It provides asset management products and services to clients in the United States and Canada. 
Schroder Fund Advisors LLC (SFA) markets certain investment vehicles for which SIMNA Inc. is an investment adviser. SFA is a wholly-owned subsidiary of SIMNA Inc. and is 
registered as a limited purpose broker dealer with the Financial Industry Regulatory Authority and as an Exempt Market Dealer with the securities regulatory authorities in Alberta, 
British Columbia, Manitoba, New Brunswick, Newfoundland and Labrador, Nova Scotia, Ontario, Quebec, and Saskatchewan. This document does not purport to provide investment 
advice and the information contained in this material is for informational purposes and not to engage in trading activities. It does not purport to describe the business or affairs 
of any issuer and is not being provided for delivery to or review by any prospective purchaser so as to assist the prospective purchaser to make an decision in respect of securities 
being sold in a distribution. SIMNA Inc. and SFA are indirect, wholly-owned subsidiaries of Schroders plc, a UK public company with shares listed on the London Stock Exchange. 
Further information about Schroders can be found at www.schroders.com/us or www.schroders.com/ca. Schroder Investment Management North America Inc. 7 Bryant Park,  
New York, NY 10018-3706, (212) 641-3800. WP-DIUESG2021
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