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Beyond the headlines: how 
investors assess corporate 
controversies

Corporate controversies are nothing new 

but understanding what is controversial 

and why can challenge investors, especially 

where perspectives differ.  Our approach 

combines data and analysis to separate 

material risks from news headlines.

Company controversies are incidents that can damage 

a company’s reputation or financial standing. We assess 

these across four pillars – environmental, social, business 

behaviour and corporate governance – and they can arise 

anywhere across a company’s operations, products or 

services, including its entire value chain. Determining what 

constitutes a controversy, why it matters and how it should 

be assessed is a core part of embedding sustainability 

into our investment processes and strengthening risk 

management. We apply a consistent approach using 

quantitative data and qualitative analysis to identify, 

measure and consider controversies in assessing 

companies’ sustainability profiles, recognising there can 

often be very different perspectives in the market.



When issues become risks

Controversial incidents vary – they are not all 

comparable and are often subject to different 

interpretations. However, controversies typically prompt 

headlines, public debate and criticism. We have seen 

allegations ranging from the collapse of a dam following 

mining activity to the use of child labour to fraud or tax 

evasion (see Exhibit 1) .

Exhibit 1: Example of allegations

•	 Violations of existing laws and/or regulations

•	 Violations of international norms  

(Ex International Labour Organization 

Fundamental Conventions)

•	 Chemical spills or other environmental 

pollutions

•	 Health and safety issues

•	 Allegations of anti-competitive behaviour

•	 Discrimination

 

Crucially, not all such incidents are substantiated, and 

investors must distinguish between allegations and verified 

incidents. This requires a systematic assessment process, 

alongside engagement with the company in question. We 

therefore approach the assessment of company controversies 

as a distinct process, separate from our dedicated 

environmental, social and governance (ESG) scoring 

process (read more on this). The insights from this analysis 

nevertheless complement our ESG scores, helping to provide 

a more holistic and transparent view of investee companies.

Interpretations of controversies can vary widely, reflecting 

differences in values, regional norms, access to information 

and timing. What is seen as contentious in one country may 

be acceptable elsewhere, especially where issues reach into 

the more subjective realm of “ethics”. As a result, assessments 

often diverge across major ESG data providers, whose 

methodologies and thresholds for materiality vary. This can 

result in inconsistent flags and ratings for the same company. 

This data dissonance is acute for investment decisions in 

funds with sustainability processes.  Controversies can define 

inclusion in portfolios, and not a question of balancing 

positive and negative impacts - the full scope and impact of 

the event needs to be fully understood.
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Exhibit 2: Divergence between data providers

Name Provider 1 Provider 2 Provider 3 Provider 4

Company A - Consumer discretionary

Company B - Financials

Company C - Utilities

Company D - Industrials

Company F - Energy

Company G - Energy

Source: AllianzGI based on Morningstar Sustainability data, March 2026

Controversies also arise across a wide array of topics, 

but certain sectors – including metals & mining, food, 

software and energy – can be more exposed to specific 

issues due to the nature of their operations. Some issues 

may also be region-specific and investment managers 

must therefore be attuned to controversy profiles by both 

sector and region, ensuring a nuanced approach to ESG 

analysis.

Legend
	 Severe risk
	 High risk
	 Moderate risk

Exhibit 3: Percentage of issuers with high or severe controversies on the ACWI Universe
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Systematic assessment process
We have developed a five step framework for controversy assessment:

1.	 Quantitative identification and screening:
	 Recognising data dissonance via an internal tool, 

we systematically monitor feeds across ESG data 

providers, media, non-governmental organisations, 

regulators and our internal communication platforms. 

This provides alerts on emerging and ongoing 

controversies relevant to our investment holdings, and 

guides our analysis and engagement focus.

2.	 Initial assessment and prioritisation:
	 Once a controversial issue is identified, we conduct 

an initial screening to determine its materiality and 

relevance. Key factors include the severity of the 

incident, its potential impact on stakeholders, and 

its alignment with our stewardship and research 

priorities. Cases deemed significant are escalated for 

a thorough qualitative review.

3.	 In-depth qualitative analysis:
	 Our sustainability research analysts assess 

controversy using a set of well-defined criteria:

•	 Responsibility: Evaluating the company’s role in 

the controversy (cause, contribution, involvement).

•	 Severity: Assessing the size, scope, stakeholder 

impact, and remediation efforts.

•	 Frequency: Determining whether incidents are 

isolated or recurrent.

•	 Timing: Considering whether the incident is recent 

or historical.

•	 Responsiveness: Reviewing the company’s 

communication and actions (reactive or proactive).

•	 Management: Examining the quality and 

implementation of relevant policies and 

programmes. 

Exhibit 4: AllianzGI controversy monitoring

Company Name

Company A

Company B

Company C

Company D

4.	 Engagement and decision:
	 Engagement is a key part of our approach. Where 

necessary, we engage directly with companies to 

clarify facts, understand their response strategies 

and encourage remediation. The outcome of this 

engagement is integrated into our assessment and 

may result in a scoring adjustment. Controversies 

do not just disappear – companies require credible 

and effective remediation to mitigate the risk of 

recurrence. The impact of the company’s controversial 

issue scoring will be reflected in our ESG scoring until 

we see evidence of action taken.

5.	 Continuous Monitoring and Review:
	 Our process is iterative. We update our assessments 

as new information emerges and review our 

methodology regularly to ensure it remains aligned 

with evolving best practices and regulatory 

expectations.
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Investing involves risk. The value of an investment and the income from it may fall as well as rise and investors might not get back 
the full amount invested. 

Past performance does not predict future returns. If the currency in which the past performance is displayed differs from the currency 
of the country in which the investor resides, then the investor should be aware that due to the exchange rate fluctuations the perfor-
mance shown may be higher or lower if converted into the investor’s local currency. 

This is for information only and not to be construed as a solicitation or an invitation to make an offer to buy or sell any securities. The 
views and opinions expressed herein, which are subject to change without notice, are those of the issuer or its affiliated companies 
at the time of publication. The data used is derived from various sources and assumed to be accurate and reliable at the time of 
publication. but it has not been independently verified; its accuracy or completeness is not guaranteed and no liability is assumed 
for any direct or consequential losses arising from its use, unless caused by gross negligence or willful misconduct. The duplication, 
publication, extraction or transmission of the contents, irrespective of the form, is not permitted, except for the case of explicit 
permission by Allianz Global Investors. 

This material has not been reviewed by any regulatory authorities. 

This document is being distributed by the following Allianz Global Investors companies: In Australia, this material is presented by 
Allianz Global Investors Asia Pacific Limited (“AllianzGI AP”) and is intended for the use of investment consultants and other institu-
tional/professional investors only, and is not directed to the public or individual retail investors. AllianzGI AP is not licensed to provide 
financial services to retail clients in Australia. AllianzGI AP is exempt from the requirement to hold an Australian Foreign Financial 
Service License under the Corporations Act 2001 (Cth) pursuant to ASIC Class Order (CO 03/1103) with respect to the provision of 
financial services to wholesale clients only. AllianzGI AP is licensed and regulated by Hong Kong Securities and Futures Commission 
under Hong Kong laws, which differ from Australian laws; in the European Union, by Allianz Global Investors GmbH, an investment 
company in Germany, authorized by the German Bundesanstalt für Finanzdienstleistungs-aufsicht (BaFin) and is authorized and 
regulated in South Africa by the Financial Sector Conduct Authority; in the UK, by Allianz Global Investors (UK) Ltd. company number 
11516839, authorised and regulated by the Financial Conduct Authority (FCA); in Switzerland, by Allianz Global Investors (Schweiz) 
AG, authorised by the Swiss financial markets regulator (FINMA); in HK, by Allianz Global Investors Asia Pacific Ltd., licensed by the 
Hong Kong Securities and Futures Commission; in Singapore, by Allianz Global Investors Singapore Ltd., regulated by the Monetary 
Authority of Singapore [Company Registration No. 199907169Z]; in Japan, by Allianz Global Investors Japan Co., Ltd., registered 
in Japan as a Financial Instruments Business Operator [Registered No. The Director of Kanto Local Finance Bureau (Financial 
Instruments Business Operator), No. 424], Member of Japan Investment Advisers Association, the Investment Trust Association, Japan 
and Type II Financial Instruments Firms Association; In mainland China, it is for Qualified Domestic Institutional Investors scheme 
pursuant to applicable rules and regulations and is for information purpose only. in Taiwan, by Allianz Global Investors Taiwan 
Ltd., licensed by Financial Supervisory Commission in Taiwan; and in Indonesia, by PT. Allianz Global Investors Asset Management 
Indonesia licensed by Indonesia Financial Services Authority (OJK) and in the Abu Dhabi Global Market by Allianz Global Investors 
Middle East Limited, which is authorised and regulated by the ADGM Financial Services Regulatory Authority.
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While we do not expect the market to converge on a 

systematic assessment of controversies - in setting out our 

process, we aim to show clients the transparency of the 

inputs and outputs in our assessment of a controversy.  

We also ensure consistency across our thematic, sector 

and company assessments of the materiality of potentially 

sensitive activities or impacts. Investee companies are 

also often interested in understanding the how and 

why of controversies flagged by the major ESG data 

providers, and discussing these issues often enhances our 

engagement dialogues. 

“Having this expertise to look beyond the headlines is 
essential to understand whether a controversy points 
to a material financial or sustainability risk, and what 
that means for portfolio construction. A consistent 
and disciplined assessment process for corporate 
controversies helps us make better-informed 
investment decisions and shapes our engagement 
dialogues with investees. As active investment 
managers, this forms part of our fiduciary duty to 
safeguard the long-term value of our clients’ assets.”

Alex Bibani, Senior Portfolio Manager –  

Global Sustainability and SRI Equity
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