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Disclaimer

DISCLAIMER: Any assumptions, opinions and estimates constitute our judgment as of the date of this material and are subject to change without notice.
Confluence Capital Analytics Inc. (“Confluence”) and its affiliates and any third-party providers, as well as their directors, officers, shareholders,
employees or agents (collectively: “Confluence Parties”) do not guarantee the accuracy, completeness, adequacy or timeliness of any information,
including ratings and rankings and are not responsible for errors and omissions or for the results obtained from the use of such information and
Confluence Parties shall have no liability for any errors, omissions, or interruptions therein, regardless of the cause, or for the results obtained from the
use of such information. CONFLUENCE PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO ANY
WARRANTIES OF MERCHANTABILITY, SUITABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE. In no event shall Confluence Parties be liable to any
party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses
(including, without limitation, lost income or lost profits and opportunity costs) in connection with any use of the information contained in this document
even if advised of the possibility of such damages. Confluence ratings and rankings are statements of opinion as of the date they are expressed and not
statements of fact or recommendations to purchase, hold, or sell any securities or to make any investment decisions. Confluence ratings and rankings
should not be relied on when making any investment or other business decision. Confluence’s opinions and analyses do not address the suitability of any
security. Confluence does not act as a fiduciary or an investment advisor. While Confluence has obtained information from sources believed to be
reliable, Confluence does not perform an audit or undertake any duty of due diligence or independent verification of any information it receives.
Confluence keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their
respective activities. As a result, certain business units of Confluence may have information that is not available to other Confluence business units.
Confluence has established policies and procedures to maintain the confidentiality of certain non-public information received in connection with each
analytical process. Confluence may receive compensation for its ratings and certain analyses. Confluence reserves the right to disseminate its opinions
and analyses. At times, Confluence’s public ratings and analyses are made available on its website (www.ConfluenceAnalytics.com) and may be
distributed through other means, including via Confluence-issued publications and third-party redistributors. This material is not intended as an offer or
solicitation for the purchase or sale of any security or other financial instrument. Securities, financial instruments or strategies mentioned herein may
not be suitable for all investors. Any opinions expressed herein are given in good faith, are subject to change without notice, and are only correct as of
the stated date of their issue. Prices, values, or income from any securities or investments mentioned in this report may fall against the interests of the
investor and the investor may get back less than the amount invested. Where an investment is described as being likely to yield income, please note that
the amount of income that the investor will receive from such an investment may fluctuate. Where an investment or security is denominated in a
different currency to the investor’s currency of reference, changes in rates of exchange may have an adverse effect on the value, price or income of or
from that investment to the investor. The information contained in this material does not constitute advice on the tax consequences of making any
particular investment decision. This material does not take into account your particular investment objectives, financial situations or needs and is neither
intended as a recommendation of particular securities, financial instruments or strategies to you nor is it considered to be investment advice. Before
acting on any information in this material, you should consider whether it is suitable for your particular circumstances and seek professional advice.
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Lots of Dispersion Within the ESG Building-Block Sector
• 2022 has been a stock picker’s field in Materials as relative performance has run the 

gamut from an ESG perspective with strong ESG companies both  outperforming (IP, 
AMCR, LYB, NEM) and underperforming (ECL, BLL).

• Fundamental execution has been divided into two distinct clusters with a select group of 
companies exhibiting strong ROIC (return on invested capital) and sales growth (notably 
NUE, CF, LYB), while others lag (NEM, IP).  Also of note is the good fundamental execution 
of sector ESG leaders LYB and FCX.

• Price momentum and ESG – Long candidates: ALB, LYB, FCS; Short candidates: SHW, 
VMC.

• Carbon intensity has also shown a good deal of dispersion in Materials with leaders (IFF, 
ECL, FMC, SHW) significantly more efficient than laggards (CF, LYB, WRK, IP, NUE).

• ESG ranking and ESG Alpha – Residual return expectations for ESG laggards MLM, NUE, 
and VMC are relatively poor.  Conversely, AMCR, NBLL, APD, IFF, ECL, FCX, LIN have 
strong alpha expectations and lead in sector ESG ranks.

US Materials Sector Conclusions
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Confluence Generates Actionable ESG Data
We make ESG data more effective and actionable. Our ESG Signal Matrix provides clear 
insights to help investors manage risk and boost returns because the signals serve as 
building blocks that can power performance-focused ESG solutions.

ESG Signals That Matter
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US Materials – YTD Performance Landscape (Color: ESG Rank)

YTD Underperformance, Good ESG: 
BLL, ECL, APD, IFF

YTD Outperformers, Good ESG: IP, 
AMCR, LYB, NEM  

YTD Underperformance, Poor ESG: MLM
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US Materials – Fundamental Landscape (Color: ESG Rank)

Fundamental Laggards, Poor 
ESG: SHW, SEE

Fundamental Leaders, 
Good ESG: FCX, LYB

Fundamental Leader, Poor 
ESG: NUE
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US Materials – Price Momentum Matrix (Color: ESG Rank)  

Avg. LT Momentum, Poor ESG.  
Short candidates: SHW, VMC

Strong LT Momentum, Good ESG.  
Long candidates: ALB, LYB, FCX
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US Materials – Carbon Matrix (Color: Carbon Rank)  

Most Carbon Intensive: CF, LYB, 
WRK, IP, NUE

Least Carbon Intensive:
IFF, ECL, FMC, SHW
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US Materials – ESG Signal Matrix (Color: ESG Rank)

ESG Sector Laggards both by 
Rank and Return Expectation: 

MLM, NUE, VMC

Highly Ranked ESG Positive Residual Return Forecast: 
AMCR, BLL, APD, IFF, ECL, FCX, LIN



Proprietary and Confidential – Do Not Redistribute © 2022 Confluence Capital Analytics Inc. www.ConfluenceAnalytics.com

ESG Filters To Identify Positive/Negative Outliers

• The following is a series of charts that look at the US Large Cap Materials sector and 
assesses which companies stand out positively and negatively on the main pillars of 
E,S,G.

• Positive ESG and Environmental concurrence is strongest with ECL, IFF, BLL, AMCR, LIN, 
and APD.  Conversely, MLM stands out as a laggard on both fronts.

• Similar to Environmental, Social/ESG leaders also include ECL, IFF, BLL, LIN, and APD.  
Laggards on the Social/ESG intersection: MLM, NUE, and VMC.

• Concurrence in Governance and ESG have notable leaders (IFF, ECL, LIN, APD, FCX, 
NEM) and laggards (MLM, NUE, VMC), as well as a few notable outliers with good ESG 
ranks, but poor Governance (PKG, SHW) – which often presents a stark warning for 
diligent investors.

US Materials Sector- ESG Outlier Conclusions
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US Materials – ESG Outliers E (Color: E Rank)

Low Ranked ESG, Poor Environmental: MLM

High Ranked ESG, Strong Environmental: 
ECL, IFF, BLL, AMCR, LIN, APD
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US Materials – ESG Outliers S (Color: S Rank)

Sector Laggards in ESG and 
Social: MLM, NUE, VMC

High Ranked ESG; Strong Social: 
BLL, IFF, ECL, LIN, APD



Proprietary and Confidential – Do Not Redistribute © 2022 Confluence Capital Analytics Inc. www.ConfluenceAnalytics.com

US Materials – ESG Outliers G (Color: G Rank)

Sector Laggards in ESG and 
Governance: MLM, NUE, VMC

High Ranked ESG; Strong Governance: 
IFF, ECL, LIN, APD, FCX, NEM

Sector Outliers: Good ESG, Poor 
Governance: PKG, SHW
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US Materials Sector: ESG Snapshot
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