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S&P DJI ESG Index Development
Moving From Purely Exclusionary to Integrated ESG Strategies

Launched
S&P Green Bond
Indices

Launched the first ever global
sustainability benchmark, the Dow
Jones Sustainability Index

1999

…

2009

Leading by example: S&P DJI
publishes ESG characteristics
of all indices on website

…

Launched S&P Carbon Efficient Indices
utilizing leading Trucost carbon data

2014 …

2016

2017

Launched S&P Long-term Value
Creation Index & JPX/S&P Human
Capital Index

2018

S&P ESG Indices
S&P DJI ESG Scores
S&P/Drucker Institute Corporate
Effectiveness Index

2019

New S&P Global Carbon Efficient Index
Series selected by GPIF for $10.6bn
allocation (largest singlye ESG
allocation to date)

Source: S&P Dow Jones Indices

S&P DJI ESG Score - Comprehensive and
Granular ESG Metrics
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•

Calculated by SAM (a brand of RobecoSAM) through its annual Corporate
Sustainable Assessment (CSA), which goes beyond public disclosure.

•

Built upon comprehensive and granular ESG metrics (600-1000 per company).

•

The CSA is industry-specific, accounting for the most financially material and
relevant issues for a given sector.

Source: S&P Dow Jones Indices, RobecoSAM
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S&P DJI ESG Score - Data Collection Process
Corporate Sustainability Assessment (CSA): Annual rules-based questionnaire
assessment comprising a best-in-class approach to assessing ESG performance.
Governance

Environmental

Social

61 industries with tailored
questionnaires containing both general
and industry-specific questions
Source: S&P Dow Jones Indices, RobecoSAM

S&P DJI ESG Score - Industry-Specific Criteria
And Component Weighting
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Governance Dimension

Source: S&P Dow Jones Indices, RobecoSAM
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S&P DJI ESG Score - Financially Materiality
Weights vary by industries and are determined by SAM’s financial
materiality analysis for a given industry
Product Quality and Safety

Likelihood of
Impact

Cash and
Capital
Management

Human Capital
Management

Strategy to Improve Access to Healthcare

Innovation Management

Market Access Strategy
Corporate Governance
Business Ethics

Supply Chain Management

Most financially
material factors

Environmental Management &
Product Stewardship

Customer Relationship Management

Magnitude of
Impact

Financially Materiality For Pharmaceuticals industry
Source: S&P Dow Jones Indices, RobecoSAM

Application of ESG Scores
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• Portfolio Exclusions - Investors can screen stocks by ESG scores to:
• Reduce exposures to reputational risks
• Performance concerns of the lowest ranking ESG companies
• Ethical concerns
• Client demand
• Invest in best in ESG class companies
• Integrating ESG scores into analysis
• Concerns around the risks associated with low-ranking ESG companies
• A view that highly-ranked ESG stocks will outperform
• Quantifying intangible values
• Portfolio Tilts
• Portfolio-level ESG improvement without excluding companies and losing
diversification. Tilts can also be applied alongside other strategies within an
index.
• Identifying Industry Laggards
• It is impossible to engage with every company in the way they would desire.
ESG scores can be used to target laggards within industries.
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ESG Indices With Different Objectives
ESG Category

Description

Examples

Core ESG

Best-in-class and broad market
•
approaches that target ESG
performance while replicating
•
the risk and return profile of the •
parent index.

Climate –
Aligned

Indices designed to address
climate change and the
transition to a low-carbon
economy.

•
•

Indices that focus on specific
ESG-related issues, often with a
narrow objective.

•

Fixed Income variants of the
core ESG indices and a suite of
indices providing access to the
green bond market.

•

Thematic
& SDGs

Fixed
Income

•

•

•

Dow Jones Sustainability
Indices
S&P ESG Indices
S&P 500 ex-Tobacco
S&P Carbon Efficient Indices
S&P Carbon Price Risk
Adjusted Indices
S&P Fossil Fuel Free Indices
S&P Long-term Value
Creation Index
Dow Jones Green REIT
Indices
S&P 500 Bond IG Carbon
Efficient Index
S&P Green Bond Indices

Source: S&P Dow Jones Indices
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The S&P ESG Index Series
Integrating ESG Values Into the Core
Aligning investment objectives with ESG values
• Broad market exposure & industry diversification

• Similar risk and return profile to the parent index
• Achieve a higher composite ESG score relative to the parent index which
holds true industry by industry.

Covering global markets with transparent indexing approach
• Uses S&P DJI ESG scores to select companies, targeting 75% of the
market capitalization of each GICS Industry Group within the parent index
• 23 country, regional, and global ESG indices, including the S&P 500 ESG
Index

Source: S&P Dow Jones Indices
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S&P ESG Index – Construction
Driving ESG Performance While Maintaining Broad Market Exposure
1) Exclude:
•

100%

Tobacco

•

Controversial weapons

•

Low UNGC scores

80%

•

Bottom 25% of S&P DJI ESG scoring companies
within each global GICS Industry Group

70%

2) Sort & Select:
•
•

Sort eligible companies by S&P DJI ESG Score
within each GICS Industry Group
Select top performing companies, targeting 75%
within each GICS Industry Group

Sort by
S&P DJI
ESG score

90%

60%
50%

Target
75% by
market
cap

Eligible

40%
30%
20%

10%

3) Weight:
•

Weight companies by float-adjusted market cap

Ineligible
0%
Industry group
For illustrative purposes only

Source: S&P Dow Jones Indices

S&P ESG Index – Index Performance
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Similar Risk And Return Profile To The Parent Index With Improvement On
ESG Performance
Distribution of Companies' ESG Scores

Index Performance
20.0%

200

S&P 500 (Avg): 43.6
S&P 500 ESG (Avg): 55.7
Improvement: 27.7%
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100
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S&P 500 (TR)

S&P 500 ESG Index (USD) TR

S&P 500

S&P 500 ESG

Source: S&P Dow Jones Indices LLC. Data as of June 12th, 2020. Index performance based on daily USD total returns. Charts and graphs are provided for illustrative
purposes. Past performance is not an indication or guarantee of future results. These charts and graphs may reflect hypothetical historical performance. Please see the
Performance Disclosure at the end of this document for more information regarding the inherent limitations associated with back-tested performance.

General Disclaimer
Copyright © 2020 by S&P Dow Jones Indices LLC, a part of S&P Global. All rights reserved. Standard & Poor’s ®, S&P 500 ® and S&P ® are registered trademarks of Standard & Poor’s Financial Services LLC
(“S&P”), a subsidiary of S&P Global. Dow Jones ® is a registered trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”). Trademarks have been licensed to S&P Dow Jones Indices LLC.
Redistribution, reproduction and/or photocopying in whole or in part are prohibited without written permission. This document does not constitute an offer of services in jurisdictions where S&P Dow
Jones Indices LLC, Dow Jones, S&P or their respective affiliates (collectively “S&P Dow Jones Indices”) do not have the necessary licenses. All information provided by S&P Dow Jones Indices is impersonal
and not tailored to the needs of any person, entity or group of persons. S&P Dow Jones Indices receives compensation in connection with licensing its indices to third parties. Past performance of an index
is not a guarantee of future results.
It is not possible to invest directly in an index. Exposure to an asset class represented by an index is available through investable instruments based on that index. S&P Dow Jones Indices does not sponsor,
endorse, sell, promote or manage any investment fund or other investment vehicle that is offered by third parties and that seeks to provide an investment return based on the performance of any index.
S&P Dow Jones Indices makes no assurance that investment products based on the index will accurately track index performance or provide positive investment returns. S&P Dow Jones Indices LLC is not
an investment advisor, and S&P Dow Jones Indices makes no representation regarding the advisability of investing in any such investment fund or other investment vehicle. A decision to invest in any such
investment fund or other investment vehicle should not be made in reliance on any of the statements set forth in this document. Prospective investors are advised to make an investment in any such fund
or other vehicle only after carefully considering the risks associated with investing in such funds, as detailed in an offering memorandum or similar document that is prepared by or on behalf of the issuer
of the investment fund or other vehicle. Inclusion of a security within an index is not a recommendation by S&P Dow Jones Indices to buy, sell, or hold such security, nor is it considered to be investment
advice.
These materials have been prepared solely for informational purposes based upon information generally available to the public and from sources believed to be reliable. No content contained in these
materials (including index data, ratings, credit-related analyses and data, research, valuations, model, software or other application or output therefrom) or any part thereof (Content) may be modified,
reverse-engineered, reproduced or distributed in any form or by any means, or stored in a database or retrieval system, without the prior written permission of S&P Dow Jones Indices. The Content shall
not be used for any unlawful or unauthorized purposes. S&P Dow Jones Indices and its third-party data providers and licensors (collectively “S&P Dow Jones Indices Parties”) do not guarantee the
accuracy, completeness, timeliness or availability of the Content. S&P Dow Jones Indices Parties are not responsible for any errors or omissions, regardless of the cause, for the results obtained from the
use of the Content. THE CONTENT IS PROVIDED ON AN “AS IS” BASIS. S&P DOW JONES INDICES PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE
UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Dow Jones Indices 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 Content even if advised of the possibility of such damages.
S&P Dow Jones Indices 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 S&P Dow Jones Indices may have information that is not available to other business units. S&P Dow Jones Indices has established policies and procedures to maintain the confidentiality of certain
non-public information received in connection with each analytical process.
In addition, S&P Dow Jones Indices provides a wide range of services to, or relating to, many organizations, including issuers of securities, investment advisers, broker-dealers, investment banks, other
financial institutions and financial intermediaries, and accordingly may receive fees or other economic benefits from those organizations, including organizations whose securities or services they may
recommend, rate, include in model portfolios, evaluate or otherwise address.

Performance Disclosure
All information presented prior to an index’s Launch Date is hypothetical (back-tested), not actual performance. The back-test calculations are based on the same methodology that was in effect on the
index Launch Date. Complete index methodology details are available at www.spdji.com.
S&P Dow Jones Indices defines various dates to assist our clients in providing transparency. The First Value Date is the first day for which there is a calculated value (either live or back-tested) for a given
index. The Base Date is the date at which the Index is set at a fixed value for calculation purposes. The Launch Date designates the date upon which the values of an index are first considered live: index
values provided for any date or time period prior to the index’s Launch Date are considered back-tested. S&P Dow Jones Indices defines the Launch Date as the date by which the values of an index are
known to have been released to the public, for example via the company’s public website or its datafeed to external parties. For Dow Jones-branded indices introduced prior to May 31, 2013, the Launch
Date (which prior to May 31, 2013, was termed “Date of introduction”) is set at a date upon which no further changes were permitted to be made to the index methodology, but that may have been prior
to the Index’s public release date.
Past performance of the Index is not an indication of future results. Prospective application of the methodology used to construct the Index may not result in performance commensurate with the backtest returns shown. The back-test period does not necessarily correspond to the entire available history of the Index. Please refer to the methodology paper for the Index, available at www.spdji.com for
more details about the index, including the manner in which it is rebalanced, the timing of such rebalancing, criteria for additions and deletions, as well as all index calculations.
Another limitation of using back-tested information is that the back-tested calculation is generally prepared with the benefit of hindsight. Back-tested information reflects the application of the index
methodology and selection of index constituents in hindsight. No hypothetical record can completely account for the impact of financial risk in actual trading. For example, there are numerous factors
related to the equities, fixed income, or commodities markets in general which cannot be, and have not been accounted for in the preparation of the index information set forth, all of which can affect
actual performance.

The Index returns shown do not represent the results of actual trading of investable assets/securities. S&P Dow Jones Indices LLC maintains the Index and calculates the Index levels and performance
shown or discussed, but does not manage actual assets. Index returns do not reflect payment of any sales charges or fees an investor may pay to purchase the securities underlying the Index or investment
funds that are intended to track the performance of the Index. The imposition of these fees and charges would cause actual and back-tested performance of the securities/fund to be lower than the Index
performance shown. As a simple example, if an index returned 10% on a US $100,000 investment for a 12-month period (or US $10,000) and an actual asset-based fee of 1.5% was imposed at the end of
the period on the investment plus accrued interest (or US $1,650), the net return would be 8.35% (or US $8,350) for the year. Over a three year period, an annual 1.5% fee taken at year end with an
assumed 10% return per year would result in a cumulative gross return of 33.10%, a total fee of US $5,375, and a cumulative net return of 27.2% (or US $27,200).

