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Insurance Talks is an interview series where 
insurance industry thinkers share their thoughts and 
perspectives on a variety of market trends and themes 
impacting indexing.
Clara Bacheré is in Insurance Equity Derivatives Sales at BNP Paribas Securities 
Corp in New York City, and works closely with insurance carriers and distributors  
on their annuities product development through customized indices and 
innovative payoffs, as well as their flow and hedging execution needs. 

Maggie is Senior Director, ESG Client Engagement, North America at S&P Dow 
Jones Indices (S&P DJI). In her role, she assists in the strategy for developing 
ESG indices for the North American market, from best-in-class approaches 
like the world-renowned Dow Jones Sustainability Index to broad-market ESG 
alternatives and core solutions like the S&P 500® ESG Index. She also serves  
as a global spokesperson for S&P DJI’s ESG Indices, educating the market on  
the values of ESG investing and our industry-leading ESG lineup.

S&P DJI: Tell us a bit about your role and how you serve the 
insurance space.

Clara: BNP Paribas services insurers in multiple capacities, and the group that 
I have the pleasure of working with is our Global Markets Equity Derivatives 
Division. My part of the team specializes in serving insurance carriers and 
distributors by contributing to the development of their annuities and life 
products from A to Z, through customized products and designs such as 
innovative indices, creative crediting strategies, top notch sales and marketing 
support, both pre- and post-launch, as well as competitive hedging services. 
We avoid a one-size-fits-all mindset and actually tailor our approach based on 
each client’s specific needs and distribution preferences while working closely 
with them to achieve their vision through cost-effective, innovative products. 
Together, we target where they would like to be over the next 2-5 years and 
help them through every step of the way, no matter their starting point. More 
generally, I find the banking industry to be an exciting place at the forefront 
of innovation as we are continuously challenging ourselves to find smarter 
ways of offering better product economics for end clients, all while lowering 
insurers’ costs.
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Maggie: Within the ESG Product Strategy space, my role is to remain focused on the rapidly changing 
world of sustainability indexing and ensure that S&P DJI remains at the forefront of innovative index 
construction that addresses the evolving needs of the sustainability-minded investor. Products tied 
to S&P DJI benchmarks have long been at the forefront of the fixed indexed, variable, and structured 
annuity markets, as well as the indexed universal and variable life markets. As the indexing needs  
of the insurance industry have continued to evolve, so too has the range of indexing strategies that  
S&P DJI has designed to address those needs, including, more recently, ESG solutions. Although  
ESG indices have more recently gained traction with institutions worldwide, S&P DJI has long been  
a leading provider of sustainability-driven index solutions, including the launch of the renowned  
Dow Jones Sustainability Index over 20 years ago.

S&P DJI: 2020 was a watershed moment for ESG investing. How have you  
seen interest in ESG evolve over time within the insurance industry?

Maggie: Insurance organizations worldwide are becoming increasingly aware of ESG risk factors and 
their potential impact on their investment portfolios. Large institutions like insurance companies 
are facing greater pressure from external shareholders to better manage their exposure to things 
like environmental and social risks. As investors progressively demand ESG options and information 
related to the environmental and social responsibility of their investments, providers of insurance-
based investment products face pressure to meet this demand. More widely, insurers are looking to 
confirm that their own practices are ethically sound from an ESG perspective in order to maintain 
continued support from investors and customers. A useful framework to examine in this context  
is the UN Environment Programme Finance Initiative Principles for Sustainable Insurance (PSI).  
The PSI is centered around the idea that insurers can play a vital role in encouraging sustainable 
economic development.

Clara: The past three years have been a journey during which several passionate C-suite leaders have 
made the commitment to incorporate sustainability into all areas of their insurance companies —
investments, funding, and retail products. We have seen this willingness to incorporate ESG starting 
within the financing area, with BNP Paribas running a number of firsts in financing transactions in 
the space. In the product development realm, we have seen registered linked indexed annuities 
having a stronger kick-start to ESG than fixed indexed annuities (FIAs), with several carriers launching 
ESG indices as a fundamental part of their base offerings. We think the market has been slower to 
incorporate ESG into FIA products because of fundamental differences in distribution and specific 
illustration requirements. We strongly believe that in just a few years, most carriers in the insurance 
space will have an ESG offering to answer clients’ growing demand, led by various demographic 
segments that see it as a must-have. You can also tell that the insurance industry overall is starting 
to shift gears toward ESG when you see institutions like the National Association of Insurance 
Commissioners (NAIC) taking the initiative to create a climate-specific task force, as they now view 
climate as a legitimate risk that is significant enough to require its own dedicated team. In that sense, 
we anticipate a stronger push from regulators to impose ESG regulations on the market, similarly to 
what we have seen in Europe over the past decade. Outside of products, we also see growing demand 
from insurers for investments into sustainable or “green” assets, which is now viewed by some as 
a non-negotiable. There have been two drivers behind this push: regulations (whether just in the 
insurance industry or even in the broader financial industry at large) and competition, as this new 
diverse offering has given an advantage to some competitors and is now creating peer pressure in 
the space.
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S&P DJI: What have been some of the obstacles ESG adoption has faced in the 
insurance space to date? 

Clara: I think there have been different obstacles around ESG over the past decade for U.S. insurers 
— one is related to ESG data and definitions, and the other is more inherent to their product 
development cycles. Data has definitely presented challenges for including ESG indices in annuities 
(mostly FIAs so far), as the regulation requirements and insurers are generally looking for 10-20 years 
of back-tested index data and such history isn’t always available in the ESG space, because ESG 
simply wasn’t as well-known 15 years ago and was not yet well analyzed. 

On top of that, another challenge we have seen more generally outside of product development 
and even outside of the insurance space is the fact that there is a jungle of data providers with 
approaches that can vary widely based on their own ESG criteria, which can lead to different views  
on the same company for example. Additionally, if you think about indices in the insurance space,  
ESG indices are a pretty recent innovation, starting around 2013. I find it therefore understandable 
that carriers have started launching indices that would generate broad client appeal, such as equity 
and bond indices or multi-asset indices, out of fear that launching an index with ESG criteria would 
make the offering too niche in light of its typical products. However, now that the space has evolved 
toward custom indices becoming mainstream, and the overall market has also moved toward a 
growing ESG adoption, we foresee ESG indices becoming part of every offering in the insurance 
space in the near future.

Maggie: One of the main obstacles that has historically plagued the widespread adoption of 
sustainable indexing by insurers, as well as other institutions, was the myth of an “ESG versus 
performance” trade-off. Powering this myth were the previous, archaic forms of values-based 
investing, such as Socially Responsible Investing, that often led to significant benchmark deviations 
and subsequently less portfolio diversification, as well as the possibility of lower investment returns. 
In recent years, the emergence of new data combined with more innovative index construction has 
led to a more expansive set of index solutions designed to closely replicate the risk/return profile of 
an underlying benchmark. These advancements have also helped to further fuel the development 
of an ecosystem around ESG indices that did not previously exist. This includes the recent launch 
of futures and options on ESG indices like the S&P 500 ESG Index. The existence of these derivative 
structures helps to alleviate some of the concern around hedging considerations, which also 
hindered the adoption of such strategies in the past.
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S&P DJI: What’s changing now and what further developments are needed to help 
make ESG more accessible in insurance?

Clara: We are at a crucial turning point for ESG right now, and many factors are pushing toward 
greater adoption; when you think about it, even the COVID-19 pandemic and social unrest have 
encouraged people and companies to be more conscious about their impact on society at large. 

Coming back to the insurance space, as I mentioned earlier, there are great initiatives like the 
proposal of the NAIC prioritizing climate-related risk and resiliency assessments and disclosures 
through their new Climate and Resiliency Task Force. This will drive the industry toward a greater  
ESG conscience and integration into insurance business at all levels. Meanwhile, the barriers  
I mentioned earlier about historical and consistent data are being lifted. But of course, this is  
still a work in progress and there are further developments that will be necessary to make ESG  
more mainstream for the end-audience and more plug-and-play for the insurers themselves.  
The two main things we can think about here are first, the field education around ESG, and  
second, the hedging ecosystem for carriers themselves, which has already started with the  
launch of futures and options instruments on ESG underlying assets.

S&P DJI: What makes the S&P 500 ESG Index particularly attractive for 
insurance? How does it compare to other index solutions out there?

Maggie: It would be a struggle to find an insurance carrier that does not utilize the S&P 500 in  
their index-linked products. With that in mind, when launching the ESG version of the S&P 500,  
we wanted to ensure that we continued to leverage the strength of the benchmark index by 
maintaining low levels of tracking error and providing a similar risk/return profile but also providing 
meaningful and measurable sustainability-focused improvements. While this is a primary focus of  
the index methodology, it also seeks to avoid companies that are not managing their businesses  
in line with ESG principles, according to the S&P DJI ESG Scores and other relevant ESG data, while 
including companies that are doing so. By offering such a broad-based, sustainable alternative to  
the S&P 500, the index is beginning to establish its position as a common starting point for ESG 
investors, including insurers. 

Clara: From our point of view, we have been engaging with the S&P 500 ESG Index within other  
client segments in the U.S. with great success. Easily put, we see it as an easy starter index for  
those who want to get introduced to ESG while keeping the same risk/reward profile as the  
S&P 500 and potentially benefit from the ESG aspect.

https://www.spglobal.com/spdji/en/indices/equity/sp-500/?utm_source=pdf_education


1 Source: Bloomberg. Data as of Oct. 1, 2021.
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S&P DJI: As new ESG-based FIAs and other insurance products become  
available, how might this affect insurers’ hedging considerations?

Clara: Interestingly, insurers should not expect any additional complexity in hedging an ESG index  
for an annuity product compared to the hedging of their current product lineup (which usually 
comprises the S&P 500, other vanilla indices, and some custom indices). This is because the way  
we price all of the indices is based on the same consistent methodology, whether or not it is  
an ESG index. It is thanks to this consistency that insurers should not have to worry about any  
additional intricacies in the hedging of an ESG index versus their current hedging considerations.

Now to be precise, in terms of potential cost differences versus the traditional S&P 500, we would 
expect that a hypothetical, simple S&P 500 ESG volatility-controlled index (for an FIA) would come  
at a similar price to the traditional S&P 500 volatility-controlled index, and that would be thanks to 
the volatility control feature. However, for registered indexed-linked annuities on the other hand,  
the indices in that space are generally not volatility controlled, so the S&P 500 ESG Index could 
come at a slightly different price than the S&P 500 because it is ultimately a different selection 
of companies. To put it simply, the overall pricing of an ESG index actually should not add more 
complexity or cost versus another vanilla or custom index.

S&P DJI: Looking at a specific example, how different are the processes and 
liquidity considerations for hedging the S&P 500 ESG Index compared to the 
S&P 500?

Clara: In regard to processes, our belief is that nothing changes in terms of hedging the S&P 500  
ESG Index versus the S&P 500 — they are treated the same way. Any insurer who wants to hedge 
options or swaps on the S&P 500 ESG Index would face the same trading process and same  
velocity of execution as on the S&P 500.

As for liquidity, the S&P 500 ESG Index is already close to being a benchmark because it is simply a 
subset of the S&P 500. It is one of the few ESG indices that already has a listed derivatives market, 
and it is currently experiencing a tremendous growth with a 310% increase in open interest over the 
past year.1 Of course, it is still far from being able to offer the same infrastructure as the S&P 500, but 
that is something for which banks can step in for now to provide such hedging at competitive costs.



General Disclaimer
© 2021 S&P Dow Jones Indices. All rights reserved. S&P, S&P 500, S&P 500 LOW VOLATILITY INDEX, 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, S&P TARGET DATE INDICES, S&P PRISM, S&P STRIDE, GICS, SPIVA, 
SPDR and INDEXOLOGY are registered trademarks of S&P Global, Inc. (“S&P Global”) or its affiliates. DOW JONES, DJ, DJIA, THE DOW and DOW JONES 
INDUSTRIAL AVERAGE are registered 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 reproduction 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 Jones 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 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 investment product or vehicle. S&P Dow Jones Indices LLC is not a tax advisor. A tax advisor should be consulted to evaluate the 
impact of any tax-exempt securities on portfolios and the tax consequences of making any particular investment decision. 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 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 information 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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