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Applying 
Sustainability to 
Sector Indices 
Executive Summary 
Sector-based index strategies are viewed by many investors as an 

effective way to express their views on macroeconomic, demographic 

and other trends while still achieving diversification.  Meanwhile, 

investors are increasingly looking for ways to incorporate 

sustainability considerations and personal values into all aspects of 

investing, including index construction.  Sector-based indices that 

factor in sustainability elements combine these two powerful trends 

and can help investors express their views on macroeconomic trends 

while applying a sustainability lens. 

Sector indices need to account for the fact that sustainability 

elements don’t apply to each sector equally.  The most prominent 

example of this is that climate-related financial risks affect energy 

companies quite differently than banking institutions or other service 

companies.  This concept of materiality needs to be rigorously 

embedded throughout a sector index series. 

In this paper, we explore why sector-based investing has become 

such a valuable tool for investors and how sustainability elements 

can be built into sector indices using consistent, materiality-based 

methodologies. 

https://on.spdji.com/SignUp.html?src=DocFooters
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The Case for Sector Investing 

Historically, a company’s sector has been shown to have a significant potential impact on the 

company’s stock performance, and the performance of specific sectors can vary dramatically, 

often reflecting broader economic conditions.  Sector indices can give investors an efficient 

way to express views about how various segments of the economy will perform while 

maintaining diversification within each sector and mitigating single-stock risk. 

Achieving Diversified Exposure within Sectors 

Companies in a sector tend to have similar exposure to external forces such as interest rates, 

inflation, gross domestic product growth, demographic trends, unemployment, technological 

developments, geopolitical risk and legal or regulatory changes.  For example, Consumer 

Discretionary companies tend to be sensitive to the strength of the economy,1 as well as 

consumer spending, sentiment and debt levels. 

At the same time, each company in a sector also has a degree of idiosyncratic risk because of 

its business strategy, brand awareness, management team, supply chain and other factors that 

make up a company’s unique competitive positioning.  Going back to the Consumer 

Discretionary example, a company that generates most of its sales in the U.S. would be more 

sensitive to a U.S. recession than a company with a more geographically diverse customer 

base.  Similarly, a company that sources most of its products from offshore manufacturers 

would have more exposure to potential trade disruptions than a company that manufactures its 

goods locally. 

By aggregating the performance of a representative subset of companies in a sector, sector 

indices provide insight into the performance of that sector while significantly reducing 

idiosyncratic risk of any one company. 

Because all stocks in a sector share some level of macroeconomic risks, some investors use 

sector indices to express their view on the economic cycle.  A well-known example is the use 

of sector indices to position among cyclical and defensive sectors.  Cyclical sectors, such as 

Energy, Materials, Industrials, Consumer Discretionary, Financials and Information 

Technology, tend to be more sensitive to broader economic trends.  Defensive sectors, such 

as Consumer Staples, Health Care, Communication Services and Utilities, tend to be less 

sensitive to how the economy is performing. 

 
1
 Preston, Hamish, Tim Edwards and Craig J. Lazzara, “Global Application of S&P 500 Sectors,” S&P Dow Jones Indices LLC (2018). 

https://www.spglobal.com/spdji/en/research/article/global-application-of-sp-500-sectors/?utm_source=pdf_education
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Quantifying the Impact of Sectors 

Historical data shows that a significant portion of a stock’s performance could be attributed to 

its sector.  For the 10-year period ending in December 2022, the average correlation-squared 

of daily price movements between each stock in the S&P 500® and its respective sector index 

was around 0.46, compared with an average correlation-squared of 0.31 between each stock 

and the benchmark.  In other words, a stock’s sector could be said to be responsible for about 

one-half of the variance in daily returns,2 while the overall market’s movements accounted for 

less, at roughly one-third.3 

The impact of sectors on stock performance was on stark display in 2022.  The year saw 

central banks in many developed countries begin aggressively raising interest rates to combat 

inflation, leading to growing concerns that this monetary tightening could lead to recession in 

these regions.  Meanwhile, the Russia-Ukraine conflict and other geopolitical uncertainty 

shocked energy and commodities markets and global supply chains. 

These macroeconomic and geopolitical forces affected specific sectors in dramatically different 

ways.  As a result, the gap between the best-performing sector in the S&P 500 (Energy) and 

the worst-performing sector (Communication Services) in 2022 was 106%—the widest in more 

than 30 years. 

Exhibit 1: 2022 Saw Record Dispersion between the Best- and Worst-Performing S&P 

500 Sectors 

 
Source: S&P Dow Jones Indices LLC.  Data from Jan. 1, 1990, to Dec. 31, 2022.  Chart shows the relative total returns of the best performing 
S&P 500 sector vs the worst performing S&P 500 sector in each year between 1990 and 2022. The S&P 500 Utilities, S&P 500 Energy, S&P 

500 Consumer Discretionary, S&P 500 Consumer Staples, S&P 500 Financials, S&P 500 Materials, S&P 500 Communication Services, S&P 
500 Information Technology, S&P 500 Health Care and S&P 500 Industrials were launched June 28, 1996.  The S&P 500 Real Estate was 

launched Sept. 19, 2016.  All data prior to index launch date is back-tested hypothetical data.  Past performance is no guarantee of future 
results.  Chart is provided for illustrative purposes only and reflects 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. 

 
2
  The practice of sector-based attribution was an instantly adopted application of original concepts credited to Brinson, Gary, Randolf Hood & 

Gilbert Beebower, “Determinants of Portfolio Performance,” Financial Analysts Journal, Vol. 42, (1986). 

3
  Based on monthly correlation statistics sourced from S&P Dow Jones Indices LLC, as of December 2022.  The square of the correlation 

statistic, or “coefficient of determination,” here provides the proportion of variation in one variable that may be explained by variation in 
another. 
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Bringing Sustainability to Sector Indices 
Given the rising importance of sustainable investing, many investors are looking for ways to 

integrate environmental, social and governance (ESG) factors into their sector investing 

strategies.  As a leader in sector indices and sustainability indices, S&P DJI has developed 

innovative indices that integrate these two important investment approaches. 

Applying sustainability overlays to sector indices requires a consistent, transparent 

methodology.  Our methodologies incorporate aggregated sustainability scores, account for 

financial materiality in each sector, and use advanced optimization techniques to create broad, 

diversified sector indices. 

Exhibit 2: S&P Dow Jones Indices – A Leader in Sustainability 

 
Source: S&P Dow Jones Indices LLC.  Data as of Feb. 28, 2023.  Chart is provided for illustrative purposes.  

Optimization Leads to Diversified Sector Indices with Enhanced 

Sustainability Profiles 

Many S&P DJI sustainability indices aim to select and weight companies to collectively 

enhance the index’s sustainability profile.  In addition to exclusion screens for controversial 

industries such as tobacco, thermal coal and weapons, the indices use robust ESG scores4 

that are based on thousands of data points.  Sustainability indices can also be designed to 

achieve more specific goals, such as integrating decarbonization rates. 

When designing a sustainability sector index, the target might be to achieve one or more 

sustainability goals, while minimizing the deviation from the benchmark.  Put simply, many 

investors don’t want to trade sustainability for a highly concentrated sector index.  This may be 

 
4
  S&P DJI ESG Indices may use S&P DJI ESG Scores within the index construction.  These scores are based on the S&P Global Corporate 

Sustainability Assessment (CSA), which is a questionnaire-based analysis focused on the most financially material issues for each industry.  
For more information on the S&P DJI ESG Scores, please see the methodology. 

Since launching the Dow Jones Sustainability Index Series in 1999, S&P DJI has been steadily strengthening its sustainability
offerings and capabilities. These efforts include integrating robust sustainability datasets (such the S&P DJI ESG Scores and

S&P Global Trucost Carbon dataset), business involvement screens and controversy monitoring screening, as well as the 
United Nations Global Compact (UNGC) screens.

200+

Sustainability indices in the S&P DJI offering

USD 80 billion+

In total AUM tracking S&P DJI Sustainability Indices 

https://www.spglobal.com/spdji/en/documents/methodologies/methodology-sp-dji-esg-score.pdf?utm_source=pdf_education
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a particular issue for a sector such as Energy, that is traditionally seen as less compatible with 

sustainable investing. 

S&P DJI seeks to avoid concentration risk by using a constrained optimization technique when 

constructing sustainability indices.  This process minimizes active share while controlling for 

the targeted sustainability exposures. As a result, the sector indices aim to achieve the 

sustainability objectives and avoid the risk of having an outsized weight in a handful of 

companies. 

Exhibit 3: Sustainability Sector Indices Methodology 

 
Source: S&P Dow Jones Indices LLC.  Data as of February 2023.  Chart is provided for illustrative purposes.  Developed by S&P Dow Jones 
Indices and MSCI, the Global Industry Classification Standard (GICS) provides a consistent convention for dividing the e conomy and 
investable companies into 11 sectors.  Each sector is then subdivided into 25 industry groups, 74 industries and 163 sub-industries. 

Materiality: How Sustainability Factors Are Integrated for Specific 

Sectors  

When constructing sustainable sector indices, the concept of materiality is critical because the 

importance of individual sustainability factors can vary significantly by sector.  For example, 

high carbon emissions might pose a greater financial threat to an Energy company’s bottom 

line than to a Financials company if carbon prices were to rise in line with the Paris Agreement 

goals.  Another example is the handling of users’ private and personal information, an issue of 

particular material importance for an Information Technology company, as well as the security 

of digital infrastructure. 

A rigorous, sophisticated approach to materiality allows a sustainability overlay to better reflect 

the factors that affect the financial performance of companies in that sector.  Materiality also 
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allows investors to identify the sustainability leaders and laggards in each sector by using 

scores that reflect this financial materiality lens in a meaningful way. 

To illustrate how sustainability overlays can be adapted to each sector, it is helpful to examine 

the financial materiality matrix for four prominent sectors (see Exhibit 4). 

Exhibit 4: Material Sustainability Issues in Select Sectors 

 
Source: S&P Dow Jones Indices LLC.  Data as of February 2023.  Chart is provided for illustrative purposes. 

The Case of Energy: Sustainability in a “Non-ESG” Sector 

The Energy sector has long been a stumbling block for sustainability-focused investors.  Yet 

even within a sector that has had an unfriendly ESG reputation, there is potential to improve 

index-level sustainability scores and/or tilt toward companies with lower relative carbon 

intensity. 

Rather than underweighting or excluding Energy, which tends to occur in some low carbon 

strategies, applying a decarbonization constraint within the sector allows for overweights to be 

awarded to energy companies with lower carbon intensity.  This allows investors to maintain 

exposure to an important sector when integrating sustainability considerations into their 

strategies and mandates.  Another benefit of this approach is that it increases transparency 

and incentivizes engagement with companies throughout the Energy sector, rather than simply 

excluding them. 
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Introducing the S&P Sustainability Sector Indices 
The S&P Developed Ex-Korea LargeMidCap ESG Enhanced Sector Indices aim to measure 

the performance of equity securities from an underlying S&P Developed Ex-Korea 

LargeMidCap Sector Index, with index constituents selected and weighted to meaningfully 

enhance the ESG profiles and reduce the carbon footprint at the index level.  The indices apply 

exclusions based on companies’ ESG characteristics, involvement in specific business 

activities, violation of UNGC Principles and involvement in relevant ESG controversies. 

What Sets Them Apart 

– The indices comprise the most ESG-focused companies on a global, developed basis, 

using the relevant sector constituents from the S&P Developed Ex-Korea LargeMidCap 

universe. 

– S&P DJI ESG Scores derived from the market-leading S&P Global Corporate 

Sustainability Assessment (CSA) are embedded within the methodology. 

– ESG exclusions are applied to remove controversial business activities, including 

companies involved in controversial weapons, military contracting, tobacco products, 

small arms, thermal coal and oil sands. 

– The indices exclude UNGC violators and integrates ongoing ESG controversy 

monitoring via the S&P Global Media & Stakeholder Analysis (MSA) to ensure that any 

constituent that experiences a significant ESG incident between rebalances can quickly 

be removed from the index. 

– The indices use the S&P Glassbox Optimizer, which seeks to minimize deviations from 

the underlying index while integrating multiple ESG objectives, such as a meaningful 

ESG profile improvement and a 30% decarbonization target. 

– The indices embed diversification constraints to prevent concentration within the indices 

and adhere to UCITS 20/35 guidelines. 

– The semiannual rebalance and quarterly constituent reviews help to ensure that the 

indices better reflect the constituents in the underlying index and do not hold companies 

that have breached exclusion rules. 

https://www.spglobal.com/spdji/en/index-family/esg/core-esg/other/#indices
https://www.spglobal.com/spdji/en/indices/equity/sp-developed-ex-korea-largemidcaphttps:/www.spglobal.com/spdji/en/indices/equity/sp-500?utm_source=pdf_education
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Conclusion: Allocating Capital to Sustainable 

Companies Doesn’t Require Sacrificing 

Diversification 
Considering the degree to which sector-based strategies allow investors to express their views 

related to macroeconomic cycles and other broad forces, it’s not surprising that these 

strategies have attracted significant interest.  Although diversification is often considered 

paramount in sector investing, there’s no need for market participants to check their 

sustainability objectives at the door when it comes to exploring sectors. 

By employing a transparent optimization technique and incorporating financial materiality in a 

sophisticated, rigorous methodology, sustainability overlays can be applied to all sector 

indices, including Energy.  These indices can be effective tools for managing exposure to 

various economic forces and trends—while still achieving broad diversification within each 

sector and focusing on companies with strong sustainability credentials. 
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Performance Disclosure/Back-Tested Data 
The S&P 500 Utilities, S&P 500 Energy, S&P 500 Consumer Discretionary, S&P 500 Consumer Staples, S&P 500 Financials, S&P 500 
Materials, S&P 500 Communication Services, S&P 500 Information Technology, S&P 500 Health Care and S&P 500 Industrials were launched 

June 28, 1996. The S&P 500 Real Estate was launched Sept. 19, 2016. 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. However, when creating back-tested history for periods of market anomalies or other periods that do not reflect the 
general current market environment, index methodology rules may be relaxed to capture a large enough universe of securities t o simulate the 

target market the index is designed to measure or strategy the index is designed to capture. For example, market capitalization and liquidity 
thresholds may be reduced. Complete index methodology details are available at www.spglobal.com/spdji. Past performance of the Index is 

not an indication of future results. Back-tested performance reflects application of an index methodology and selection of index constituents 
with the benefit of hindsight and knowledge of factors that may have positively affected its performance, cannot account for all financial risk 

that may affect results and may be considered to reflect survivor/look ahead bias. Actual returns may differ significantly from, and be lower 
than, back-tested returns. Past performance is not an indication or guarantee of future results. Please refer to the methodology for the Index 

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. Back-tested performance is for use with institutions only; not for use with retail investors.  

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 to a fixed value for 
calculation purposes. The Launch Date designates the date when 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 webs ite or its data 

feed 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. 

Typically, when S&P DJI creates back-tested index data, S&P DJI uses actual historical constituent-level data (e.g., historical price, market 
capitalization, and corporate action data) in its calculations. As ESG investing is still in early stages of development, ce rtain datapoints used to 

calculate S&P DJI’s ESG indices may not be available for the entire desired period of back-tested history. The same data availability issue 
could be true for other indices as well. In cases when actual data is not available for all relevant historical periods, S&P DJI may employ a 

process of using “Backward Data Assumption” (or pulling back) of ESG data for the calculation of back-tested historical performance. 
“Backward Data Assumption” is a process that applies the earliest actual live data point available for an index constituent company to all prior 

historical instances in the index performance. For example, Backward Data Assumption inherently assumes that companies curren tly not 
involved in a specific business activity (also known as “product involvement”) were never involved historically and similarly also assumes that 

companies currently involved in a specific business activity were involved historically too. The Backward Data Assumption allows the 
hypothetical back-test to be extended over more historical years than would be feasible using only actual data. For more information on 

“Backward Data Assumption” please refer to the FAQ. The methodology and factsheets of any index that employs backward assumption in the 
back-tested history will explicitly state so. The methodology will include an Appendix with a table setting forth the specific data points and 

relevant time period for which backward projected data was used.  

Index returns shown do not represent the results of actual trading of investable assets/securities. S&P Dow Jones Indices 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). 

http://www.spglobal.com/spdji
https://www.spglobal.com/spdji/en/education/article/faq-esg-back-testing-backward-data-assumption-overview/
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General Disclaimer 
© 2023 S&P Dow Jones Indices. All rights reserved. S&P, S&P 500, SPX, SPY, The 500, US500 , US 30, S&P 100, S&P COMPOSITE 1500, 
S&P 400, S&P MIDCAP 400, S&P 600, S&P SMALLCAP 600, S&P GIVI, GLOBAL TITANS, DIVIDEND ARISTOCRATS, Select Sector, S&P 

MAESTRO, S&P PRISM, S&P STRIDE, GICS, SPIVA, SPDR, INDEXOLOGY, iTraxx, iBoxx, ABX, ADBI, CDX, CMBX, LCDX, MBX, MCDX, 
PRIMEX, TABX, HHPI, IRXX, I-SYND, SOVX, CRITS, CRITR are registered trademarks of S&P Global, Inc. (“S&P Global”) or its affiliates. 

DOW JONES, DJIA, THE DOW and DOW JONES INDUSTRIAL AVERAGE are trademarks of Dow Jones Trademark Holdings LLC (“Dow 
Jones”). These trademarks together with others have been licensed to S&P Dow Jones Indices LLC. Redistribution or reproductio n in whole or 

in part are prohibited without written permission of S&P Dow Jones Indices LLC. This document does not constitute an offer of services in 
jurisdictions where S&P Dow Jones Indices LLC, S&P Global, Dow Jones or their respective affiliates (collectively “S&P Dow Jo nes Indices”) 

do not have the necessary licenses. Except for certain custom index calculation services, all information provided by S&P Dow Jo nes 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 and providing custom calculation services. Past performance of an inde x is not an 
indication or guarantee of future results. 

It is not possible to invest directly in an index. Exposure to an asset class represented by an index may be 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 p rovide 
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.  S&P Dow Jones  Indices 

is not an investment adviser, commodity trading advisor, commodity pool operator, broker dealer, fiduciary, promoter” (as defined in the 
Investment Company Act of 1940, as amended), “expert” as enumerated within 15 U.S.C. § 77k(a) or tax advisor.  Inclusion of a  security, 

commodity, crypto currency or other asset within an index is not a recommendation by S&P Dow Jones Indice s to buy, sell, or hold such 
security, commodity, crypto currency or other asset, nor is it considered to be investment advice or commodity trading 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 p rior 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 W ILL 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, lega l 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 Global keeps certain activities of its various divisions and business units separate from each other in order to preserve the independence 

and objectivity of their respective activities. As a result, certain divisions and business units of S&P Global may have info rmation that is not 
available to other business units. S&P Global 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. 
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ESG Indices Disclaimer 
S&P DJI provides indices that seek to select, exclude, and/or weight index constituents based on, but not limited to, certain  environmental, 

social or governance (ESG) indicators, or a combination of those indicators, including the following: environmental  indicators (including the 
efficient use of natural resources, the production of waste, greenhouse gas emissions, or impact on biodiversity); social ind icators (such as, 

inequality and investment in human capital); governance indictors (such as sound management structures, employee relations, remuneration 
of staff, tax compliance, respect for human rights, anti-corruption and anti-bribery matters), specific sustainability or values-related company 

involvement indicators (for example, production/distribution of controversial weapons, tobacco products, or thermal coal), or controversies 
monitoring (including research of media outlets to identify companies involved in ESG-related incidents).   

S&P DJI ESG indices use ESG metrics and scores in the selection and/or weighting of index constituents. ESG scores or ratings seek to 

measure or evaluate a company’s, or an asset’s, performance with respect to environmental, social and corporate governance issues. 

The ESG scores, ratings, and other data used in S&P DJI ESG indices is supplied directly or indirectly by third parties (note these parties can 
be independent affiliates of S&P Global or unaffiliated entities) so an S&P DJI ESG index’s ability to reflect ESG factors de pends on these 

third parties’ data accuracy and availability. 

ESG scores, ratings, and other data may be reported (meaning that the data is provided as disclosed by companies, or an asset , or as made 
publicly available), modelled (meaning that the data is derived using a proprietary modelling process with only proxies used in the creation of 

the data), or reported and modelled (meaning that the data is either a mix of reported and modelled data or is derived from t he vendor using 
reported data /information in a proprietary scoring or determination process).  

ESG scores, ratings, and other data, whether from an external and/or internal source, is based on a qualitative and judgmental assessment, 

especially in the absence of well-defined market standards, and due to the existence of multiple approaches and methodologies to assess 
ESG factors and considerations. An element of subjectivity and discretion is therefore inherent in any ESG score, rating, or other data and 

different ESG scoring, rating, and/or data sources may use different ESG assessment or est imation methodologies. Different persons 
(including ESG data ratings, or scoring providers, index administrators or users) may arrive at different conclusions regarding the sustainability 

or impact of a particular company, asset, or index.  

Where an index uses ESG scores, ratings or other data supplied directly or indirectly by third parties, S&P DJI does not accept responsibili ty 
for the accuracy of completeness of such ESG scores, ratings, or data.  No single clear, definitive test or framework (legal, regulatory, or 

otherwise) exists to determine ‘ESG’, ‘sustainable’, ‘good governance’, ‘no adverse environmental, social and/or other impact s’, or other 
equivalently labelled objectives. In the absence of well-defined market standards and due to the existence of multitude approaches, the 

exercise of judgment is necessary. Accordingly, different persons may classify the same investment, product and/or strategy d ifferently 
regarding ‘ESG’, ‘sustainable’, ‘good governance’, ‘no adverse environmental, social and/or other impacts’, or other equivalently labelled 

objectives. Furthermore, the legal and/or market position on what constitutes an ‘ESG’, ‘sustainable’, ‘good governance’, ‘no  adverse 
environmental, social and/or other impacts’, or other equivalently labelled objectives may change over time, especially as further regulatory or 

industry rules and guidance are issued and the ESG sustainable finance framework becomes more sophisticated.  

Prospective users of an S&P DJI ESG Index are encouraged to read the relevant index methodology and related disclosures carefully to 
determine whether the index is suitable for their potential use case or investment objective. 

 


