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The integration choice
On August 3, 2026, MSCI announced it had completed its acquisition of First Street, a provider
of physics-based physical climate-risk data and analytics. The deal was closed. What remained
unsettled in the public record was what the combined product and operating design would look
like in practice.

For this case, assume you are advising a hypothetical post-close integration team on how
to bring First Street's capabilities into MSCI's existing climate, geospatial and portfolio products.
This is an instructional decision, not a reported MSCI committee, board vote or disclosed
internal disagreement. The public announcement described an intention to integrate the data; it
did not report that technical integration, a combined product launch, or customer adoption had
occurred.

Your recommendation should address three distinct dimensions:

• Structural integration: how much First Street's team, leadership and operating
responsibilities should be combined with MSCI's existing organization.

• Technical and data integration: whether to combine platforms, data pipelines, identifiers,
permissions and governance, and which model methods or versions remain distinct.

• Interface integration: whether clients encounter one unified MSCI workflow, a distinct First
Street specialist product connected by APIs, or selected combinations of both.

These choices can move at different speeds. Sharing controls or identifiers does not require
using one risk score; a unified client screen does not prove that underlying models are
interchangeable.

Why MSCI bought First Street
MSCI said the combined capabilities could connect First Street's property-level physical-risk
data to MSCI's climate and geospatial products and portfolio workflows. First Street's
announcement-time product description included multi-hazard models and data about building
characteristics, infrastructure dependencies and site-level adaptation, intended to assess
current and future exposure, damage and business interruption. MSCI said the data could
support analysis at geographic coordinates across more than two billion structures and a unified
AI-enabled workflow.
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The announcement described the transaction as $120 million in cash at close, subject to
customary adjustments, with possible additional payments during the following two years based
on specified revenue thresholds. The July 21 filing still described a pending deal expected to
close in Q3. MSCI's August 3 notice confirmed completion and described First Street as covering
more than 2.4 billion structures. The two coverage figures are company statements made at
different dates; the public materials do not reconcile the difference. Neither figure is
independently verified in this case.

Capabilities on both sides
MSCI already offered climate and sustainability data, ratings, research and analytics for
institutional investors. Its Sustainability & Climate segment worked alongside Real Assets, which
offers property- and infrastructure-specific services. MSCI's 2025 Form 10-K says clients can
access Analytics through MSCI applications, APIs, third-party applications or their own
platforms; it also says private-asset data and analytics are integrated into other MSCI products,
including climate-risk models. That suggests technical distribution channels exist, but does not
establish that First Street's data, models or client workflows fit without substantial work.

Before the acquisition closed, MSCI's Sustainability & Climate segment generated $91.9 million
in Q2 2026 revenue, up 3.4% year over year. Its reported June 30 run rate was $376.8 million,
up 1.9%. These results predate the close and cover the full segment; they are not First Street
revenue, adoption or synergy evidence. MSCI's 2026 proxy also described AI as part of its
product development and client-facing work, and cited its existing GeoSpatial Asset Intelligence
coverage of nearly four million locations for 700,000 public and private companies. The proxy
did not say First Street data had already been added to that product.

A product problem as well as a deal problem
Physical climate-risk assessment combines hazard, asset exposure and vulnerability. A hazard
layer may estimate flood, heat or wildfire conditions; exposure depends on where the client's
assets and operations are; vulnerability depends on physical characteristics, preparedness,
adaptation, insurance and financial consequences. Different models may use different
scenarios, time horizons, geolocation data and damage functions.

One academic comparison of six firm-level physical-risk measures found that scores can
disagree substantially. In a common sample of 408 U.S. companies, pairwise Pearson
correlations ranged from -0.10 to 0.49. For three model-based scores, only 10 companies
overlapped in all providers' upper quintiles under one scenario comparison; across all six
measures, only one did. The authors discuss differing hazard, asset-location, vulnerability and
text-analysis methods as sources of disagreement. This does not prove any one provider is
wrong or that physical risk is immaterial. It does make provenance, method and uncertainty
important design questions if MSCI places different outputs in a single client workflow.

Another study of 458 acquisitions of small high-tech firms by large U.S. and European listed
acquirers found that integration choices varied with interdependence and common ground.
Component technologies and related markets were associated with greater structural
integration, while technological relatedness or a prior alliance could reduce the need for it in
some settings. The study examines organizational form in older high-tech deals; it does not
determine the best data architecture, product interface or post-acquisition outcome for MSCI
and First Street.

Three approaches
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1. Deep embed. Combine First Street data pipelines, identifiers and selected models with MSCI
climate/geospatial systems, and provide a primary integrated MSCI workflow. Clients could
connect property-level exposures to portfolios and other risk analytics with fewer steps. The
challenge is to preserve First Street model lineage and specialist iteration while harmonizing
data and customer controls.

2. Modular specialist product. Keep First Street's methods and product identity distinct,
while linking through governed APIs, data feeds and compatible portfolio identifiers. This
preserves client choice and method-level transparency, but may leave duplicate access
paths, more manual reconciliation and fragmented distribution.

3. Stage-gated hybrid. First establish shared security, rights, data definitions, identifiers,
documentation and model-version controls. Connect the products through selected APIs or
portfolio views, then deepen embedding only after evidence on technical performance, client
usage and method transparency. This may preserve options, but can add temporary
complexity and may not fit every client workflow.

These are case alternatives, not announced MSCI plans. A recommendation must say what
should be shared, what should remain traceable as distinct, and how MSCI should learn before
expanding integration.

What the team still needs to know
The public materials do not give a side-by-side technical comparison of First Street and MSCI
methods; data rights and refresh terms; address-matching accuracy; scenario and time-horizon
compatibility; validation performance by hazard; model and vulnerability assumptions;
post-close staffing or leadership plans; client overlap; willingness to pay; actual cross-sell
conversion; post-close integration costs; or product adoption outcomes. MSCI's 10-K identifies
third-party data quality/licensing, model and methodology disagreement, credibility,
cybersecurity and product acceptance as general risks. They are relevant design constraints,
not proof of any First Street-specific deficiency.

Assignment
Prepare a short integration recommendation that:

1. Selects deep embed, modular specialist, or stage-gated hybrid.

2. Specifies a structural, technical/data and interface design; do not assume one choice
determines the others.

3. Identifies two or three evidence gates before deeper integration, and states who would need
to verify them.

4. Names the model assumptions, output differences and uncertainty information clients must
be able to inspect.

5. States what new evidence would make you change course.
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Sources and conventions
The cutoff is August 4, 2026. MSCI's June 24 acquisition announcement and July 21 Form 10-Q
describe the pre-close transaction; the August 3 closing notice establishes completion. The
August 3 release reports a closing and management's integration intent only, not an integrated
product or post-close adoption. The different coverage numbers in the June and August
company statements are retained as reported, not reconciled.

Primary sources: MSCI Q2 2026 Form 10-Q, accession 0001408198-26-000046, especially
“Acquisitions,” segment descriptions and Sustainability & Climate tables; MSCI's June 24
acquisition announcement; MSCI's August 3 completion notice; MSCI's Q2 2026 results release;
MSCI's 2025 Form 10-K and 2026 proxy statement. Precise locators and access details appear in
the companion source register and evidence extraction.

Academic sources: Keivan Aghasi, Massimo G. Colombo, and Cristina Rossi-Lamastra,
“Acquisitions of Small High-Tech Firms as a Mechanism for External Knowledge Sourcing: The
Integration-Autonomy Dilemma,” Technological Forecasting and Social Change 120 (2017),
334-346, https://doi.org/10.1016/j.techfore.2017.02.010; Linda I. Hain, Julian F. Kölbel, and
Markus Leippold, “Let’s Get Physical: Comparing Metrics of Physical Climate Risk,” Finance
Research Letters 46 (2022), 102406, https://doi.org/10.1016/j.frl.2021.102406. These studies
inform contingencies and measurement design; neither establishes an MSCI/First Street
optimum.


