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Providing Index Solutions 
to EU SFDR Article 9 
Requirements with the 
S&P Paris-Aligned Indices 

Executive Summary 
Guidance published by the European Supervisory Authorities (ESAs) 

in May 2023,1 has clarified the position for active and passive 

Article 9 financial products using an EU Paris-aligned Benchmark 

(PAB) or an EU Climate Transition Benchmark (CTB).  The pertinent 

regulatory guidance in the Q&As relating to Article 9 financial 

products was twofold. 

– On Nov. 17, 2022, the ESAs clarified that when an Article 9 

financial product has sustainable investment as its objective, the 

designated index that has been selected as a reference 

benchmark cannot be a broad market index.2  As of March 

2023, there were nearly 900 Article 9 funds.3  If these funds are 

benchmarked against a broad market-cap-weighted index, they 

will need to take action and identify an “objective-aligned” 

benchmark (9.1) or a PAB (9.3), if they are to maintain their 

Article 9 status. 

– On May 17, 2023, the ESAs stated that passive financial 

products that track a PAB or CTB are deemed to have a 

sustainable investment objective; therefore, such financial 

products can be categorized as Article 9.1  

 
1
  Consolidated questions and answers (Q&As) on the SFDR (Regulation (EU) 2019/2088) and the SFDR Delegated Regulation (Commission 

Delegated Regulation (EU) 2022/1288). May 17, 2023.  EBA, EIOPA, ESMA, Joint Committee of the European Supervisory Authorities.   

2
  Questions and answers (Q&A) on the SFDR Delegated Regulation (Commission Delegated Regulation (EU) 2022/1288).  Nov. 17, 2022.  

EBA, EIOPA, ESMA, Joint Committee of the European Supervisory.   

3
  Bioy, Wang and Carabia.  SFDR Article 8 and Article 9 Funds: Q1 2023 in Review. Morningstar.  2023.  "Article 9 fund downgrades dwindle 

to a trickle and are likely over."  

file:///C:/Users/barbara_velado/AppData/Local/Microsoft/Windows/INetCache/Content.Outlook/XBU29TU7/spdjiesgteam@spglobal.com
https://on.spdji.com/SignUp.html?src=DocFooters
https://www.esma.europa.eu/sites/default/files/2023-05/JC_2023_18_-_Consolidated_JC_SFDR_QAs.pdf
https://www.esma.europa.eu/sites/default/files/2023-05/JC_2023_18_-_Consolidated_JC_SFDR_QAs.pdf
https://www.esma.europa.eu/sites/default/files/library/jc_2022_62_jc_sfdr_qas.pdf
https://www.morningstar.com/en-uk/lp/sfdr-article8-article9/
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The S&P PACTTM Indices (S&P Paris-Aligned & Climate Transition Indices) offer a broad, 

diversified, beta-like exposure.  Importantly, the indices seek to eliminate exposure to 

significant fossil-fuel-based energy (as defined by the EU’s minimum standards for PABs in the 

Low Carbon Benchmark Regulation (LCBR)),4 overcoming the “tracking error lock”5 to fossil 

fuel energy and broad benchmarks if the broad market does not transition.  In order to comply 

with the LCBR, the S&P Paris-Aligned Indices aim to incorporate the following climate 

objectives:  

– To underweight or remove the Energy sector;  

– To have defined net zero pathways;  

– To reduce forward-looking transition and physical risks; and  

– To address climate objectives and get ahead of emerging sustainability trends.  

A similar framework is also utilized in our iBoxx EUR Corporates Net Zero 2050 Paris-Aligned 

ESG Index, with appropriate features for fixed income indices.6  

This paper provides an overview of the Article 9 fund market as it stands, insight into how the 

S&P Paris-Aligned Indices work and the exposures they exhibit from both climate and more 

traditional risk factor perspectives. 

Article 9: Defined Inflows and Organic Growth  
“Dark green” Article 9 funds have fared well relative to their “light green” Article 8 counterparts 

with respect to assets under management and growth.  In 2022, Article 8 funds saw net 

outflows over the year, while Article 9 funds saw consistent inflows for each quarter, with EUR 

5.1 billion of inflows in Q4 alone.3  When considering growth of flows relative to assets, 

Article 9 funds have seen greater growth compared with Article 8 funds month-over-month 

since the introduction of the Sustainable Finance Disclosure Regulation (SFDR) in March 

2021.3  Combined, these seem to evidence investor preference for the dark green Article 9 

products over their Article 8 counterparts.  

As of March 2023, there were 887 European Article 9 funds (3.6% of all funds by count), down 

from 1,080 in September 2022, largely due to the number of downgrades to Article 8 observed 

in Q4 2022.3  

 
4
  Regulation (EU) 2019/2089 of the European Parliament and of the Council of 27 November 2019 and  

Commission Delegated Regulation (EU) 2020/1818 of 17 July 2020  

5
  As defined by Andreas Hoepner in Verney, Paul, "EU regulators: Article 9 funds cannot be benchmarked to 'broad market' indices," 

Responsible Investor, Nov. 18, 2022. 

6
  Please see Shulman, Smadar, How to Bring Paris Agreement Goals to Fixed Income Indices, Indexology

®
 Blog, Sept. 27, 2022, for more 

information. 

https://www.spglobal.com/spdji/en/index-family/esg/esg-climate/paris-aligned-climate-transition-pact/?utm_source=pdf_education
https://www.spglobal.com/spdji/en/indices/products/iboxx-eur-corporates-net-zero-2050-paris-aligned-esg-index.html?utm_source=pdf_education
https://www.spglobal.com/spdji/en/indices/products/iboxx-eur-corporates-net-zero-2050-paris-aligned-esg-index.html?utm_source=pdf_education
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32019R2089
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020R1818&rid=1
https://www.responsible-investor.com/eu-regulators-article-9-funds-cannot-be-benchmarked-to-broad-market-indices/
https://www.indexologyblog.com/2022/09/27/how-to-bring-paris-agreement-goals-to-fixed-income-indices/
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S&P Paris-Aligned Indices Go beyond the EU’s 
Minimum Standards for PABs 
The S&P Paris-Aligned Indices meet the EU’s minimum requirements for PABs, as per the 

LCBR (see Exhibit 1).  Among the criteria is the 7% year-over-year decarbonization pathway 

starting from a 50% initial carbon intensity reduction relative to the underlying benchmark in the 

base year, in alignment with the Intergovernmental Panel on Climate Change (IPCC) 1.5oC 

scenario with no or limited overshoot.  Exhibit 2 visualizes this pathway in different Network for 

Greening the Financial System (NGFS) climate scenarios7 overlaid, highlighting that an EU 

PAB-aligned framework appears to be well aligned with even the most ambitious scenarios.  

The S&P Paris-Aligned Indices are also subject to an exposure constraint in order to prevent 

heavy overweighting toward the least carbon intensive sectors, hence mitigating potential 

greenwashing.   

The S&P Paris-Aligned Indices also integrate the LCBR minimum standards by excluding coal, 

oil and natural gas companies using revenue thresholds of 1%, 10% and 50%,8 respectively—

a threshold standard that no S&P 500® Energy company meets as of June 30, 2023.  These 

exclusions are consistent with the lower end of the expected drops in use for coal, oil and gas 

to meet the IPCC 1.5oC scenario with no or limited overshoot (see Exhibit 10).  

However, the S&P Paris-Aligned Indices implement features that go beyond the EU’s minimum 

standards (see Exhibit 11).  These features include integrating recommendations from the 

Task Force on Climate-Related Financial Disclosure (TCFD) and incorporating transition risk, 

physical risk and climate opportunities.  Forward-looking S&P Global Trucost climate data are 

also incorporated,9 and are strongly linked to constituent weighting in the indices (see Exhibit 

12).  

 
7
  As defined by the NGFS Scenarios.  

8
  EU Technical Expert Group (TEG) Final Report on Climate Benchmarks and Benchmarks’ ESG Disclosures.  September 2019 

9
  S&P Global Trucost has a long history of modeling climate risks, launching the first portfolio carbon audit for asset managers in 1999.  

https://www.ngfs.net/ngfs-scenarios-portal/explore
https://finance.ec.europa.eu/system/files/2019-09/190930-sustainable-finance-teg-final-report-climate-benchmarks-and-disclosures_en.pdf
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Exhibit 1: Minimum Standards for EU PAB 

 

Source: S&P Dow Jones Indices LLC, EU TEG Final Report and LCBR.  Data as of July 17, 2020.  Chart is provided for illustrative purposes. 

Exhibit 2: 7% Year-over-Year Paris-Aligned Benchmark GHG Intensity Reduction 
Pathway Appears Compatible with NGFS Scenarios  

 
Source: S&P Dow Jones Indices LLC and NGFS Scenarios Portal.  Data as of June 30, 2023.  Chart is provided for illustrative purposes. 
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equivalent to underlying 
benchmark 
(equity indices only)

Exclusions

• Controversial weapons
• Tobacco
• Fossil fuels:

•Coal (>1% revenues)
•Oil (>10% revenues)
•Natural gas (>50% revenues)
•Highly GHG-intensive 
electricity production

•Violations of the UN Global 
Compact and the Organisation 
for Economic Co-operation and 
Development

0%

20%

40%

60%

80%

100%

120%

2020 2030 2040 2050

D
e

c
a

rb
o

n
iz

a
ti
o

n
 P

a
th

w
a
y
 R

e
la

ti
v
e
 t
o

 B
a

se
 Y

e
a

r

PAB Decarbonization Pathway Base Year Carbon

Below 2°C Current Policies

Delayed Transition Divergent Net Zero

Nationally Determined Contributions Net Zero 2050

7% Year-

over-Year 

Temperature 

Alignmentby 2100

3.2oC

2.6oC

1.6oC

1.4oC

N
G

F
S

  

S
c
e

n
a

ri
o

s
 

50% 

Reduction 

https://finance.ec.europa.eu/system/files/2019-06/190618-sustainable-finance-teg-report-climate-benchmarks-and-disclosures_en.pdf
https://www.ngfs.net/ngfs-scenarios-portal/
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S&P Paris-Aligned Indices Weights and Historical 
Performance Characteristics 
The index design for the S&P Paris-Aligned Indices allows for broad and diversified exposure, 

with performance that has historically not been too dissimilar from the broad market.  The S&P 

Paris-Aligned Indices for developed markets, eurozone and the U.S. have all historically 

slightly outperformed their broad market peers (see Exhibits 3 and 4).   

Exhibit 3: Financial Metrics of S&P Paris-Aligned Indices versus Their Underlying Broad 
Market Indices 

Metric 

Developed U.S. Eurozone 

Broad 

Market 

Paris-

Aligned 

Broad 

Market 

Paris-

Aligned 

Broad 

Market 

Paris-

Aligned 

Return Since Inception (%) 9.63 10.51 12.06 12.97 6.91 6.99 

Volatility Since Inception (%) 15.06 16.74 14.92 17.59 16.20 17.17 

Tracking Error Since 

Inception (%) 
- 1.88 - 1.71 - 2.05 

Information Ratio Since 

Inception (%) 
- 0.47 - 0.72 - 0.04 

Active Share (%) - 35.32 - 32.63 - 46.94 

Sector Active Share (%) - 6.56 - 7.91 - 14.10 

Country Active Share (%) - 1.55 - - - 2.68 

Stock Count 1,600 703 503 314 222 108 

Effective Number of Shares 172.72 109.08 78.94 64.92 74.40 45.52 

 

 

Source: S&P Dow Jones Indices LLC.  Data from Dec. 31, 2016, to Feb. 28, 2023.  Index performance based on total return in USD for the 
U.S.  and developed indices and in EUR for the eurozone indices.  Past performance is no guarantee of future results.  The developed, U.S. 

and eurozone broad market indices are represented by the S&P Developed Ex-Korea LargeMidCap, S&P 500 and S&P Eurozone 
LargeMidCap, respectively.  The developed and U.S. Paris-aligned indices are represented by the S&P Developed Ex-Korea LargeMidCap 

Net Zero 2050 Paris-Aligned ESG Index and S&P 500 Net Zero 2050 Paris-Aligned ESG Index, respectively, which were launched June 1, 
2020, and the eurozone Paris-aligned index is represented by the S&P Eurozone LargeMidCap Net Zero 2050 Paris-Aligned ESG Index, 

which was launched May 4, 2020.  All data prior to index launch date is back-tested hypothetical data.  Charts and table are provided for 
illustrative purposes 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. 
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Turning to sector weights, those of the S&P Paris-Aligned Indices have historically been 

roughly in line with those of traditional benchmarks, with the Energy sector as the consistent 

exception to the rule.  Much of the Energy sector is excluded globally given the EU’s PAB 

minimum standards that lead to the removal of fossil fuel-heavy companies (100% of Energy 

companies are removed in the U.S. and eurozone versions of the S&P Paris-Aligned Indices, 

and 98% of Energy companies in the developed markets version).   

Exhibit 4: Sector Weights of the S&P Paris-Aligned Indices  
 Developed  U.S.  Eurozone 

 
Weight (%) 

 
 
 

 
Source: S&P Dow Jones Indices LLC and S&P Global Sustainable1.  Data as of Sept. 30, 2022.  The developed, U.S. and eurozone Paris-

aligned indices are represented by the S&P Developed Ex-Korea LargeMidCap Net Zero 2050 Paris-Aligned ESG Index, S&P 500 Net Zero 
2050 Paris-Aligned ESG Index and S&P Eurozone LargeMidCap Net Zero 2050 ESG Index, respectively.  Charts are provided for illustrative 

purposes.  

Country weights show less deviation compared with traditional benchmarks than sectors, with 

no country excluded due to EU PAB requirements, illustrating that fossil fuel operations are 

driven by sector, rather than country. 
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Exhibit 5: Country Weights of the S&P Paris-Aligned Indices 
 Developed  Eurozone 

 
Weight (%) 

Source: S&P Dow Jones Indices LLC and S&P Global Sustainable1.  Data as of Sept. 30, 2022.  The developed, U.S. and eurozone Paris-
aligned indices are represented by the S&P Developed Ex-Korea LargeMidCap Net Zero 2050 Paris-Aligned ESG Index, S&P 500 Net Zero 

2050 Paris-Aligned ESG Index and S&P Eurozone LargeMidCap Net Zero 2050 ESG Index, respectively.  Charts are provided for illustrative 
purposes.  

With respect to factor exposures, the only consistent pattern across regions is a tilt away from 

value, but even that is relatively small in magnitude.   

Exhibit 6: Active Factor Exposures of the S&P Paris-Aligned Indices  

 
Source: S&P Dow Jones Indices LLC, Kenneth French and AQR.  Data as of Feb. 28, 2023.  The developed, U.S. and eurozone Paris-aligned 
indices are represented by the S&P Developed Ex-Korea LargeMidCap Net Zero 2050 Paris-Aligned ESG Index, S&P 500 Net Zero 2050 
Paris-Aligned ESG Index and S&P Eurozone LargeMidCap Net Zero 2050 ESG Index, respectively.  Chart is provided for illustrative purposes. 
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S&P Paris-Aligned Indices Sustainability 
Characteristics  
The S&P Paris-Aligned Indices have historically achieved significant improvements across a 

range of climate metrics.  The temperature alignment of the S&P Paris-Aligned Indices is 

controlled to be below 1.5oC on a forward-looking basis, which is more ambitious than the 2°C 

or 3oC temperature alignments of the broader markets.10  The S&P Paris-Aligned Indices also 

showed high reductions in the potential earnings at risk due to carbon prices, exposure to 

physical risk and carbon intensity, according to S&P Global Trucost models.   

Exhibit 7: S&P Paris-Aligned Indices Show Significant Improvements on Various 
Climate Metrics Relative to Their Underlying Broad Market Indices 

 

 

 

Source: S&P Dow Jones Indices LLC and S&P Global Sustainable1.  Data as of Feb. 28, 2023.  The developed, U.S. and eurozone broad 
market indices are represented by the S&P Developed Ex-Korea LargeMidCap, S&P 500 and S&P Eurozone LargeMidCap, respectively.  The 

developed, U.S. and eurozone Paris-aligned indices are represented by the S&P Developed Ex-Korea LargeMidCap Net Zero 2050 Paris-
Aligned ESG Index, S&P 500 Net Zero 2050 Paris-Aligned ESG Index and S&P Eurozone LargeMidCap Net Zero 2050 ESG Index, 

respectively.  Charts are provided for illustrative purposes.  

 
10

  According to the World Meteorological Organization, the global mean surface temperature in 2022 was 1.15 ± 0.13°C warmer than pre-
industrial levels (1850-1900). 
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https://public.wmo.int/en/our-mandate/climate/wmo-statement-state-of-global-climate
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Conclusion 
As highlighted by the Q&As from the ESAs,11 Article 9 products must not be benchmarked to 

broad market indices but should instead be benchmarked to objective-aligned benchmarks, 

including the EU PABs.  Consequently, benchmark switches may be required for active funds 

to maintain the appropriate SFDR classification.12  Additionally, the guidance in the Q&As 

makes it clear that passive funds tracking EU PABs and CTBs may now be classified as 

Article 9.   

The S&P Paris-Aligned Indices may provide a solution; historically, they have offered a broad 

and diversified beta-like exposure.  They have also overcome the “tracking error lock’” to fossil 

fuel energy and broad benchmarks if the broad market does not transition.  The S&P PACT 

Indices have defined net zero pathways and have historically reduced forward-looking 

transition and physical risks associated with climate change.  

 
11

  Consolidated questions and answers (Q&As) on the SFDR (Regulation (EU) 2019/2088) and the SFDR Delegated Regulation (Commission 

Delegated Regulation (EU) 2022/1288). May 17, 2023.  EBA, EIOPA, ESMA, Joint Committee of the European Supervisory Authorities.   

12
  Funds using an EU PAB as a reference benchmark will still need to demonstrate how the investments are sustainable investments, as 
defined in Article 2.17 of the SFDR Regulation 2019/2088.  

https://www.esma.europa.eu/sites/default/files/2023-05/JC_2023_18_-_Consolidated_JC_SFDR_QAs.pdf
https://www.esma.europa.eu/sites/default/files/2023-05/JC_2023_18_-_Consolidated_JC_SFDR_QAs.pdf
https://eur-lex.europa.eu/eli/reg/2019/2088/oj
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Appendix 
Exhibit 8: Factor Sources and Attribution Model 

Factor Factor Exposure Source 

High Minus Low (HML) Value Kenneth French Data Library 

Small Minus Big (SMB) Size Kenneth French Data Library 

Winners Minus Losers (WML) Momentum Kenneth French Data Library 

Quality Minus Junk (QMJ) Quality AQR Factor Library 

Betting Against Beta (BAB) Low Volatility AQR Factor Library 

Source: Kenneth French Data Library, AQR Factor Library.  Table is provided for illustrative purposes.  

The factor model is specified as: 

𝑟𝑖𝑡 − 𝑟𝑓𝑡 =  𝛼𝑖𝑡 +  𝛽𝑖𝑚(𝑟𝑚𝑡 − 𝑟𝑓𝑡) +  𝛽𝑖𝑠𝑆𝑀𝐵𝑡 +  𝛽𝑖ℎ𝐻𝑀𝐿𝑡 +  𝛽𝑖𝑤𝑊𝑀𝐿𝑡 +  𝛽𝑖𝑄𝑄𝑀𝐽𝑡 +  𝛽𝑖𝐵𝐵𝐴𝐵𝑡 + 𝜀𝑖𝑡   

Where 𝑟𝑖𝑡 − 𝑟𝑓𝑡 is the excess return over the risk-free rate for index 𝑖 at time t, 𝛼𝑖𝑡 is alpha, 

𝛽𝑖𝑚(𝑟𝑚𝑡 − 𝑟𝑓𝑡) is the index sensitivity to the market minus the risk-free rate, 𝛽𝑖𝑠𝑆𝑀𝐵𝑡 is the 

index sensitivity to the small size factor, 𝛽𝑖ℎ𝐻𝑀𝐿𝑡 is the index sensitivity to the value factor, 

𝛽𝑖𝑤𝑊𝑀𝐿𝑡 is the index sensitivity to the momentum factor, 𝛽𝑖𝑄𝑄𝑀𝐽𝑡 is the index sensitivity to the 

quality factor, 𝛽𝑖𝐵𝐵𝐴𝐵𝑡 is the index sensitivity to the low volatility factor and 𝜀𝑖𝑡 is the model 

error. 

Exhibit 9: Factor Regression Model Output – S&P Underlying Indices as Market Factor 

Data Point 

S&P Developed Ex-Korea  

Net Zero 2050 Paris-Aligned  

ESG Index 

S&P 500 Net Zero 2050  

Paris-Aligned ESG Index 

S&P Eurozone LargeMidCap 

Net Zero 2050 Paris-Aligned 

ESG Index 

Alpha 0.0000 0.0000 -0.0001 

Beta 0.9804*** 1.0075*** 0.9470*** 

Small Size -0.0445*** 0.0064 -0.0936** 

Value -0.1059*** -0.0576*** -0.1226*** 

Momentum -0.1027*** -0.0920*** -0.1176*** 

Low Volatility 0.0977*** 0.0441*** 0.0065 

Quality 0.0038 0.0781*** -0.0117 

Number of 

Observations 
126 126 126 

Adjusted  

R-Squared 
0.9980 0.9963 0.9885 

*  p value < 0.10 
**  p-value <0.05 

***  p-value <0.01 
Source: S&P Dow Jones Indices LLC.  Data as of Feb. 28, 2023.  Table is provided for illustrative purposes. 
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Exhibit 10: Estimated Energy Mix for 1.5°C Pathway by 2050 and EU PAB Coal, Oil and 
Gas Exclusions 

 
Source: S&P Dow Jones Indices LLC, NGFS Scenario Portal and IPCC.  Data as of Feb. 28, 2023.  The NGFS scenarios are indexed at 100% 
in 2020 to be compared to the PAB decarbonization pathway.  Chart is provided for illustrative purposes. 

Exhibit 11: S&P Paris-Aligned Indices Construction 

  

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

The S&P PACT Index Series methodology utilizes the S&P DJI glass box optimization 

technique.  Our research shows this method approximately doubles the correlation between 

the ESG or climate data that has been input and the resultant constituent reweighting.  

Simultaneously, the optimization maintains its precision and significant ability to minimize 

active risk.  
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Exhibit 12: Strong Link between the Temperature Alignment of Companies and Their 
Weight 

 
 

 
 

 
 

Source: S&P Dow Jones Indices LLC and S&P Global Sustainable1.  Data as of Sept. 30, 2022.  Chart is provided for illustrative purposes. 

By providing a strong link between constituent weights and the input climate data, this 

approach aims to be consistent with real-world impact levels of shareholder engagement, 

capital allocation and indirect impacts, as outlined by Kölbel, Heeb, Paetzold and Busch.13  

 
13

  Kölbel, Julian F., Florian Heeb, Falko Paetzold, and Timo Busch, "Can Sustainable Investing Save the World? Reviewing the Mechanisms 
of Investor Impact," Organization & Environment, Sept. 10, 2020. 
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https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3289544
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3289544
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Performance Disclosure/Back-Tested Data 
The S&P Developed Ex-Korea LargeMidCap Net Zero 2050 Paris-Aligned ESG Index and S&P 500 Net Zero 2050 Paris-Aligned ESG Index 
were launched June 1, 2020. The S&P Eurozone LargeMidCap Net Zero 2050 Paris-Aligned ESG Index was launched May 4, 2020. 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 to 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 surv ivor/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 rebalance d, 

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 firs t 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 website 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, certain 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 currently 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 dat a 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/?utm_source=pdf_education
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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 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 and providing custom calculation services. Past performance of an index 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 ba sed 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 def ined 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 Indices to buy, sell, or h old such 
security, commodity, crypto currency or other asset, nor is it considered to be investment advice or commodity trading advice.  Closing prices 

for S&P Dow Jones Indices’ US benchmark indices are calculated by S&P Dow Jones Indices based on the closing price of the ind ividual 
constituents of the index as set by their primary exchange. Closing prices are received by S&P Dow Jones Indices from one of its third  party 

vendors and verified by comparing them with prices from an alternative vendor. The vendors receive the closing price from th e primary 
exchanges. Real-time intraday prices are calculated similarly without a second verification.  

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 Do w 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 an y 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 fee s, 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 p rocedures 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. 

The Global Industry Classification Standard (GICS®) was developed by and is the exclusive property and a trademark of S&P and  MSCI.  

Neither MSCI, S&P nor any other party involved in making or compiling any GICS classifications makes any express or implied warranties or 
representations with respect to such standard or classification (or the results to be obtained by the use thereof), and all such parties hereby 

expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose  with respect to any 
of such standard or classification.  Without limiting any of the foregoing, in no event shall MSCI, S&P, any of their affiliates or any third party 

involved in making or compiling any GICS classifications have any liability for any direct, indirect, special, punitive, consequential or any other 
damages (including lost profits) even if notified of the possibility of such damages. 
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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. 


