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Opener

Welcome to the Winter edition 
of ETF Insider, the first ETF 
magazine dedicated to 

professional investors across Europe. 
Each month, we will produce analysis 
on a specific area of the market, be 
that thematics, liquidity or even 
cryptocurrencies while also providing 
expert insights into the latest trends 
taking place across the ETF ecosystem.

This issue will focus on the biggest 
trend in finance, environmental, social 
and governance (ESG) investing. ESG 
ETFs have exploded over the past two 
years. According to data from Bloomberg 
Intelligence, flows into ESG strategies 
have accounted for around 50% of total 
ETF flows in Europe this year with the 
segment’s market share rising to 12%, 
up from 4% in 2019. In Europe, ESG 
ETFs now house €172bn assets under 
management (AUM), as at the end of 
October, a remarkable rise for a strategy 
that was very much viewed as a satellite 
holding until recently.

At ETF Stream, we see two key 
drivers of this uptick in demand. 
The first is the increasing regulatory 
demand from the European Union. 
Pension funds are becoming required 
to make their portfolios more ESG 
friendly while asset managers are 
having to improve how they label ESG 
products under the Sustainable Finance 
Disclosures Regulation (SFDR). The 
second driver is investors simply 
becoming more climate aware. With 
global initiatives such as the COP26 

summit in Glasgow, there is now an 
understanding of the consequences of 
not reaching the targets set at the Paris 
Agreement six years ago.

In this issue, ETF Insider looks to tackle 
one of the more controversial areas of 
ESG and that is the role of nuclear in the 
transition to a low carbon economy. There 
is no doubt nuclear energy can help but 
it is a topic countries in Europe diverge 
hugely on. So far, index providers and 
ETF issuers have been reluctant to take 
a stance but this views could start to be 
shifting as the climate crisis becomes 
more apparent.

Alongside this, the issue takes a look 
at the huge number of index switches 
that have taken place over the past few 
months. As flows into ESG continue, 
issuers are turning unpopular ETFs 
into ESG products in a bid to increase 
demand, but is this causing unwanted 
problems for investors? This month’s 
Education Corner focuses on physical 
vs futures in the wake of the first bitcoin 
ETF in the US, while DWS’s Keshava 
Shastry looks at the reasons why the 
market needs a consolidated tape.

Elsewhere, keep an eye out for Vitali 
Kalesnik of Research Affiliates’ article 
on why investors need mandatory 
carbon emissions disclosures, alongside 
a write-up of the fascinating emerging 
markets roundtable ETF Stream hosted 
in partnership with WisdomTree earlier 
this year.

Tom Eckett, Editor, ETF Stream
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·  L O N D O N  ·

*Please note that this event is exclusive 
to UK and European participants and 
attendance is subject to ETF Stream.
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News & views
All the highlights from the last month, for  all the latest updates visit etfstream.com

By Tom Eckett

In November, ETF Stream’s founder and 
strategic adviser David Stevenson wrote 
a thought-provoking article, titled ESG 
is doomed, which criticised a variety of 
different facets of the ESG industry, including 
engagement. “There is though a wrinkle 
in this argument around engagement,” he 
wrote. “One can see an argument for an ESG-
style investor haranguing an oil company to 
improve their methane emissions policies – 
but in truth most fund managers have neither 
the time nor the disposition to be a pain in the 
ass with corporates.”

His views are supported by a recent paper 
from EDHEC-Risk Institute which analysed 
data of 6392 companies from 68 countries 
between 2007 and 2018 on the impact of 
shareholders on their investees’ carbon-sales 

intensity. The results showed institutional 
shareholders “do not reduce” their investees’ 
carbon footprint. How asset managers 
engage is at the forefront of investors’ minds 
following the COP26 summit which showed 
government agreements alone will not be 
enough to reach 1.5°C target needed to negate 
the risk of climate change. 

According to research conducted by 
the United Nations, even if all countries 
meet their commitments made at 
COP26, the temperature rise could be 
kept to around 1.8°C by the mid-century, 
short of the 1.5°C target. This highlights 
the responsibility of companies – and 
therefore shareholders – in aiding in the 
transition to a low carbon economy.

Therefore, is ESG doomed? Or is there 
an opportunity for investors to have a 
genuine impact by putting pressure on asset 

managers to engage with companies and 
move beyond what has been seen in the past 
as a box ticking exercise?

For me, there is no doubt engagement is 
a far more effective tool than divestment. 
Divesting should be seen as a method of last 
resort if an asset owner’s engagement has 
fallen upon management’s deaf ears.

The biggest risk of divestment is the 
company ends up in the hands of an investor 
such as a hedge fund that has no interest 
in keeping management honest in their 
sustainable practices. As Stuart Kirk, global 
head of responsible investments at HSBC 
Asset Management, told ETF Stream, 
markets run the risk of allowing private 
capital to hoover-up low-scoring ESG stocks 
if investors continue to divest amid growing 
pressure from shareholders.

His views were echoed by Chris Mellor, 
head of EMEA ETF equity and commodity 
product management at Invesco, who told ETF 
Stream: “If you divest from the more carbon 
intensive areas, there will still be another 
investor owning those stocks as every time 
you sell on the secondary market, someone 
else is buying. If that buyer is less engaged on 
climate, then pressure is off for management. 
Engagement is a better option than divestment 
as ultimately you keep your voice.”

However, this does put pressure on asset 
owners to make engagement the effective tool 
it has the potential to be. BlackRock has led 
the way among passive managers by offering 
index investors the opportunity to directly 
engage with the underlying companies.

The world’s largest asset manager has 
come under fire several times in the past few 
years for failing to play its part in the shift 
to a more sustainable future. Highlighting 
this, BlackRock voted at just 12% of climate 
resolutions, according to a 2020 ShareAction 
report. However, its latest move will give 
investors greater powers when it comes to 
holding companies to account.

The EDHEC-Risk Institute paper shows 
asset owners’ impact has been negligible 
so far. However, the paper also found 
investors do “contribute to the carbon 
emission reduction for the most polluting 
companies” highlighting the crucial role 
asset owners have in “complementing” 
international climate policies.

Tom Eckett is editor of ETF Stream

Is ESG doomed?  
Not if asset owners engage
Missed opportunities at COP26 has re-emphasised  
the need for tough company engagement
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had a higher chance of entering the renowned 
S&P 500 index, while companies large enough 
to be considered for inclusion were more 
likely to buy ratings. During periods where 
mergers were taking place between S&P 500 
companies or when S&P 500 entry may lead 
to high cumulative abnormal returns, firms 
ranked 300 to 700 in the US in terms of market 
cap had the strongest incentive to purchase 
S&P services, NBER found. 

18 October 
European ETFs set for 
record-breaking year despite 
Q3 flows slowdown
As value was shunned in Q3, quarterly 
flows totalled €32.6bn, down 26% from 
Q2, according to data from Morningstar. 
Unsurprisingly, BlackRock dominated flows 
proceedings with €13.8bn new assets, or 42% 
of total inflows, though significantly down on 
the €21.1bn pulled in during Q2. Meanwhile, 
DWS and Vanguard positioned second and 
third for flows, with €3.8bn and €2.5bn over the 
quarter, respectively. ESG accounted of 42% of 
new assets, while thematic ETFs added €1.8bn 
in Q3. On the opposite side, three of the year’s 
most popular value plays from BlackRock 
and DWS saw a combined €5.6bn outflows 
during the 12-week period. At the other end 
of the spectrum, WisdomTree shed €200m 
in its second consecutive period of losses 
while Credit Suisse shed €479m and Société 
Générale saw outflows of €345m.

22 October 
State Street has  
no plans to sell asset 
management business
State Street declared it does not plan to 
sell its asset management business as ETF 
inflows boost it AUM by 23% during the first 
nine months of 2021. In a Q3 earnings call, 

institutional investors in certain index 
products to vote directly with companies. 
From the start of next year, institutional 
clients invested in around 40% of BlackRock’s 
$4.8trn equity index assets will be able to 
invest at shareholder meetings as one of four 
options: own your own proxy voting, choose 
from a list of third-party voting policies, vote 
directly on select resolutions or continue to 
use BlackRock Investment Stewardship (BIS). 
The move comes in response to demand from 
clients for greater participation and could drive 
greater engagement and shareholder action. 
It could also lead a paradigm shift away from 
engagement within ETFs being a role purely 
fulfilled by asset managers.

14 October
S&P 500 entry blighted  
by conflict of interest, 
research finds
Research conducted by the National Bureau 
of Economic Research (NBER) “consistently” 
found companies purchasing services – such as 
ratings – from benchmark provider S&P Global 

Dateline: The month in review

4 October
Lack of active value managers 
leaves ETFs out in front
Active value managers were among the 
worst-hit by the pandemic. Having already 
underperformed during a decade where low 
interest rates spurred a period of growth factor 
optimism, many active managers were culled 
during last year’s volatility, resulting in a 
dearth of active value managers to capitalise 
on the rotation to cyclicals following Pfizer’s 
vaccine results. For those that have survived, 
returns have been strong. The RWC UK Value 
fund returned 40.2% for the year through 
October, versus 30.9% for the IA UK All 
Companies sector. For those looking for a 
value within an ETF wrapper, sector exposures 
or smart beta plays – such as those focusing on 
value or momentum – offer another route.

8 October
BlackRock to offer voting 
rights to index investors 
BlackRock marked a shift in shareholder 
engagement by offering the chance for 

26 October
BlackRock to add EU climate benchmark to $9bn ESG 
enhanced ETF range

BlackRock partnered with MSCI to incorporate the EU’s Climate Transition Benchmark (CTB) into 
its $9bn, six-strong ESG enhanced range from 1 December. Incorporating the CTB will mean the 
products implement a 30% carbon intensity reduction versus their parent indices, a 7% year-on-
year decarbonisation target and take Scope 3 emissions into account. The ETFs will also exclude 
controversial sectors and an environmental screen from 22 November. BlackRock said the 
index methodologies are designed to maintain tracking error targets of 0.75% versus the parent 
index for developed market exposures and 1% for emerging market exposure, while retaining 
each products’ existing fees. All six will also be classified Article 9 under the Sustainable 
Finance Disclosure Regulation (SFDR) and will comply with the requirements of the German 
Investment Funds Association (BVI) for ESG products available for distribution in Germany. 
Manuela Sperandeo (pictured), head of sustainable indexing, EMEA, at BlackRock, commented: 

“Investors can help support a successful 
response to climate change through their 
portfolio choices. These improvements 
to the ESG enhanced ETF range raise the 
standard for incorporating environmental 
characteristics into sustainable ETFs. 
Our focus continues to be on aligning 
ESG ETFs with emerging standards in 
sustainable investing and offering clients 
more choice when seeking to implement 
their sustainability goals.”



News & views

WINTER 2021 | ETF INSIDER 9 
 

the firm’s executives touted the growth of 
segments such as its fixed income ETF range, 
however, the company’s ETF assets were flat 
through Q3.  These comments follow rumours 
the bank might be willing to offload its asset 
management arm to Invesco, though, a recent 
report from Citi argued a merger would not be 
in Invesco’s interests.

25 October 
Can anyone disrupt the 
dominance of the ‘Big Three’ 
index providers? 
The dominance of a few index providers is 
keeping cost higher for ETF issuers, however,  
a lack of innovation could leave them open 
to disruption. The three largest providers in 
Europe – MSCI, FTSE Russell and S&P Dow 
Jones Indices – claim 80% of passive equity 
fund assets, while MSCI alone accounts for 
47%, according to data from Morningstar. 
Furthermore, while fees fell from 0.39% in 
2013 to 0.25% in 2020, they have slightly ticked 
upwards to 0.26% this year. Timo Pfeiffer, 
chief markets officer at Solactive, said the 
large players have highly profitable operating 
margins, so price will be a key area for 
disruption. Tobias Spoenhl, CEO of Moorgate 
Benchmarks, added large providers are more 
focused on business models than product 
innovation, and said over the next “two to 
three years” disruption would come from 
providers with more flexible product offerings.

25 October
ESMA recommends new 
SFDR product disclosure 
requirements
The European Securities and Markets 
Authority (ESMA) published a final draft of 
amendments for the Sustainable Finance 
Disclosure Regulation (SFDR) including 
two new product categories for products 
with an environmental objective. Article 
8 will have a new subset for products that 
“make sustainable investments with an 
environmental objective” and must also 
face pre-contractual and period disclosures. 
Meanwhile, SFDR Article 9 funds will be 
required to report on their environmental 
objective to highlight their environmental 
impact. The changes will take effect from 
June 2022 with firms required to include 
a “graphical representation” of their key 
performance indicators (KPIs), as well 
as “narrative disclosures” including a 

breakdown of environmental objectives they 
invest in and whether the related activities are 
“enabling or transitional”.

 26 October 
SEC wrong to only greenlight 
bitcoin futures ETFs
Though the US SEC took a big step approving 

the ProShares Bitcoin Strategy ETF (BITO) 
in October, many think its future-based 
methodology is not the best tool to serve 
investors’ needs. During its first two days 
of trading, BITO amassed $1.1bn assets, 
becoming the fastest-ever ETF to break the 
$1bn mark. From a regulatory perspective, a 
CME-traded bitcoin futures-based product 
makes sense as they are regulated by the 
Commodity Futures Trading Commission, 
meaning they are in the scope of the SEC. 
However, its basis in futures exposes investors 
to contango risk due to the roll costs incurred 
during the monthly roll of contracts – a cost 
which rises when demand increases. CoinDesk 
Indexes’ Jodie Gunzberg said investors in 
bitcoin underperformed spot by 28% over the 
year through October.

27 October 
Can UN SDGs offer a global 
common standard for ESG 
investing? 
Data and index providers currently have a 
monopoly of influence in shaping the ESG 
agenda, warned Morningstar’s Kenneth 
Lamont – a dynamic which is limiting 
innovation. Offering a potential solution for 
this, Algo-Chain’s Irene Bauer said defining 
sustainable investing should not be left to the 
discretion of index providers’ ESG metrics 
teams. Instead, Bauer advocates for criteria 
generated by a non-commercial body, such as 
the UN’s 17 Sustainable Development Goals. 
She warned, however, that standardisation of 
data gathering between companies would be 
needed in order to avoid the lack of consistency 
which has been one of the key criticisms 
levelled against ESG.
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Understanding how investors 
are positioned in the current 

market environment

ETF SCAN:
The Big Picture
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News & views

Events

Big Call Series

Big Call is a series which aims to offer 
wholesale and institutional investors thought-
provoking analysis on a various range of 
topics including ESG investing, fixed income, 
thematics and emerging markets. Each event 
starts with high-level macro discussions before 
studying the ways exchange-traded funds are 
impacting the different sectors.

 

 

 

 

 

 

Webinars

ETF Stream webinars offer a unique 
opportunity to be in the mix during some of 
the industry’s most important conversations. 
Each live video discussion sees experts from 
across the European ETF ecosystem analyse 
the major trends in the space, and deliver 
high-quality content to both buyside investors 
and the ETF industry.

ETF Ecosystem Unwrapped
Date: 10-12 May 
Time and location: TBC

ETF Ecosystem Unwrapped aims to provide 
both investors and industry participants 
with invaluable insights into the exchange-
traded fund universe. Now in its second 
year, the three-day event offers professional 
investors expert analysis into key trends 
including portfolio construction, ESG, asset 
allocation and more as well as assessing the 
latest developments taking place across the 
European ETF ecosystem. Topics will include: 
• ESG ETFs: Where next for the rapidly 

developing market?
• Key regulatory developments in the 

European ETF space
Register your interest for Europe’s biggest ETF 
event today. Save the date!
Find out more about all of this and more at 
etfstream.com/events/
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5 October 
Goldman Sachs AM  
launches UK gilts ETF

Goldman Sachs Asset 
Management (GSAM) has 
launched a UK gilts ETF, 
Goldman Sachs Access UK 
Gilt 1-10 Years UCITS ETF 
(GBPG), with a duration of one 

to 10 years and a total expense ratio (TER) of 
0.07%. GBPG will track the FTSE Goldman 
Sachs UK Gilts 1-10 Years index. Commenting 
on the launch, Peter Thompson, head of 
European ETF business at GSAM, said: “With 
low interest rates and potential for rate 
increases on the horizon, we have seen 
domestic demand from investors who want 
shorter duration gilts exposure whilst 
maintaining some yield pick-up.”

11 October
DWS delays ESG index 
switch for global ex UK ETF
DWS is delaying planned fee cuts and 
switching an index on one of its ETFs to 
an index that tracks environmental, social 
and governance (ESG) metrics. The £42m 
Xtrackers FTSE All-World ex UK UCITS ETF 
(XDEX) was supposed to swap to an ESG 
index on 20 October but was delayed until 
further notice to ensure “all operational” 
aspects are in place. In a slightly broader step 
change, XDEX will change from tracking the 
FTSE All-World Ex UK index to the MSCI 
EM Select ESG Screened index and will trade 
under the name Xtrackers MSCI Emerging 
Markets ESG Screened UCITS ETF. The 
£104m Xtrackers JPX-Nikkei Index 400 
UCITS ETF (XDNY) swapped as planned on 
20 October, cutting its TER from 0.18% to 
0.15% in the process.

12 October
Lyxor gives China  
ETF ESG makeover
Lyxor switched to an ESG index on its China 
ETF, making a substantial change to the 
underlying holdings in the process. The 

€280m Lyxor China Enterprise UCITS ETF 
(ASIL) will change its index from the Hang 
Seng China Enterprises Net Total Return 
index to the MSCI China Select ESG Rating 
and Trend Leaders Net Total Return index. 
As a result, holdings in Tencent and Alibaba 
have almost doubled to 13.4% and 16.6%, 
respectively, as the issuer attempts to provide 
investors with exposure to large and mid-
cap stocks across the Chinese economy with 
robust ESG ratings.

12 October
BNP Paribas AM adds 
eurozone ETF

BNP Paribas Asset 
Management expanded its 
range of Paris-Aligned 
Benchmark (PAB) ETFs to 
three with the launch of the 
BNP Paribas Easy Low 

Carbon 100 Eurozone PAB UCITS ETF 
(LCEZ). Listed on the Euronext Paris and 
Deutsche Boerse, it has a TER of 0.30%. 
Classified as Article 9 under SFDR, LCEZ will 
offer exposure to 100 leading Eurozone 
companies that are reducing carbon 
emissions, while 5% of the index will target 
companies generating at least half their 
revenue from renewable energy. Isabelle 
Bourcier (pictured), head of quantitative and 
index management at BNPP AM, said: “We 
are convinced that to be sustainable, the 
economy must move towards a low carbon 
model favouring the energy transition.”

13 October
State Street moves US high 
yield corporate bond ETF 
State Street Global Advisors switched the 
index on its US junk bond ETF to an ESG 
index, as sustainable investing continues 
to move into the mainstream. As a result of 
the changes, the SPDR Bloomberg Barclays 
0-5 Year U.S. High Yield Bond UCITS 
ETF (SJNK) will be renamed the SPDR 
Bloomberg SASB U.S. High Yield Corporate 
Bond UCITS ETF, with the same ticker 
and TER. The move brings its high yield 
bond ETF in line with its two investment-

grade ESG ETFs launched in 2020, and will 
exclude companies involved in extreme 
event controversies, including United 
Nations Global Compact violations. The 
group expects the trend to continue as SFDR 
brings more clarity on the types of vehicles 
available and their effectiveness. 

21 October 
ROBO Global hires former 
LGIM investment manager 

Thematic index and research 
provider ROBO Global has 
hired Axel Belorde as head of 
business development for 
EMEA and Asia from Palantir. 
In his new role, Belorde 

reports to Richard Lightbound, CEO of the 
region, and will be responsible for building 
relationships with clients and promoting the 
company’s research. In his previous role at 
Palantir, Belorde spent two years developing 
commercial partnerships as part of the 
company’s business development team. 
Before this, he worked across various 
investment management roles at Legal & 
General Investment Management (LGIM) for 
four years, where part of his focus was 
working on the fund’s thematic ETF offering 
which utilises all three of the ROBO Global 
benchmarks available in Europe.

27 October
Invesco unveils Europe’s  
first Nasdaq 100 ESG ETF
Invesco launched the first ETF in Europe 
to track the Nasdaq while incorporating an 
ESG model through the index. The Invesco 
Nasdaq-100 ESG UCITS ETF (NESG) tracks 
the Nasdaq-100 ESG index which, via a 
Sustainalytics ESG metric, was cut down by 
six stocks from the parent index, reducing 
its ESG risk rating by 10%.  In addition, 
the Nasdaq-100 ESG index will exclude 
companies involved in adult entertainment, 
alcohol, and arctic oil and gas exploration, 
among others. Listed on the London Stock 
Exchange, NESG will have a TER of 0.25%, 
and was launched in response to rising 
investor demand for sustainable investing.

Movers and shakers, M&A, new launches

Revolving door

News & views
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The case for a consolidated tape in 
Europe continues to strengthen as the 
potential benefits become ever more 

apparent to industry participants. Many great 
developments have been made in the European 
market so far, yet there is clear scope for more 
progress, and the highly fragmented trading 
environment that constitutes securities trading 
eagerly awaits to reap the benefits. 

While enhanced transparency on the 
price formation process was a key focus of 
MiFID II’s post-trade transparency reporting 
obligation, the materialisation has been 
somewhat hindered due to the lack of a 
consolidated tape (an electronic system that 
aggregates real-time executed trade data to 
be publicly shared with investors).

Unlike single stocks, where there is 
predominantly one primary listing, the nature 
of ETF listings on multiple exchanges drives 
additional trade reporting fragmentation 
across exchanges and organisations officially 
approved for reporting (Approved Reporting 

Mechanisms under MiFID). Consolidation is a 
natural progression required for ETFs to retain 
their position as a secure, liquid and efficient 
investment vehicle. 

Easily accessible real-time data from 
a single source would serve to bolster 
the competitiveness of the ETF industry 
by showcasing its unique liquidity and 
transparency features, where it has 
previously been mis-measured by reporting 
of average daily volume instead of the 

liquidity of the underlying. Heightened 
visibility across venues will increase 
confidence across a wider base of investors 
and could even further the adoption of 
European-domiciled ETPs in regions such as 
Asia and Latin America. 

Investors in these regions, who possibly 
elect to use US domiciled products based on 
the larger and more transparent US market, 
could switch into the increasingly attractive 
European market, while helping build a more 
open capital market structure in UCITS ETFs.

A consolidated tape is not a new desire from 
the industry. European financial markets 
regulators had hoped the first draft of MiFID II 
would serve to foster a regulatory environment 
for the creation of commercial and competing 
consolidated tape providers. 

Concerns surrounding implementation have 
delayed the process, with the data intensive 
nature of collating non-standardised feeds 
from such a vast number of secondary market 
trading venues currently an impediment 
on making it an appealing commercial 
proposition, yet one that remains attainable. 
To facilitate the process, reactive legislative 
measures concerning data quality and pricing 
would be required to run in tandem.

The current scene in Europe runs contrary 
to that on the other side of the pond where 
the US benefits from a single currency, 
regulatory directive and a consolidated 
tape. Given Europe’s variety of markets, the 
implementation of a tape will inevitably see 
larger hurdles than in the US. 

Importantly, this should not deter the 
creation of a tape that has such vast potential to 
transform the European market, and instead 
should be utilised as an established example 
the European Commission can lever to aid 
structuring a European equivalent. 

Market-wide collaboration is necessary 
between regulators, asset managers, end 
investors and trading venues to bring us a 
consolidated tape that will allow us to flaunt 
the best of the ETF industry and the wider 
European securities capital markets we know 
are waiting to be unharnessed. 

Keshava Shastry is head of  
capital markets at DWS, chair  
of ETF task force at EFAMA and 
chair of the ETF committee at  

the Investment Association
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Viewpoint: Keshava Shastry

ETF market in Europe  
needs a consolidated tape
Consolidated tape is arguably the single biggest  
issue facing the European ETF ecosystem

The current scene in Europe 
runs contrary to that on the 
other side of the pond where 
the US benefits from a single 
currency, regulatory directive 
and a consolidated tape
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Breaking down the pros and 
cons of physical bitcoin ETFs 
and bitcoin futures ETFs

Physical  
vs futures

The story is still being written about bit-
coin futures ETFs and how popular they 
end up being with investors. While they 

may still become a multi-billion-dollar category, 
one thing holding them back from reaching even 
greater levels of popularity may be the obvious 
fact that they hold futures, not the underlying 
bitcoin asset.

An ETF that owns bitcoin directly, the same 
way that the iShares Physical Gold ETC (SGLN), 
Europe’s largest gold ETC, owns actual gold bars, 
is something that the Securities and Exchange 
Commission (SEC) remains reluctant to approve. 
But that type of physical bitcoin ETF has existed 
in Europe for years and earlier this year, became 
available in Canada. In each instance, the funds 
have acted as promised, giving US investors hope 
that at some point, these ETFs will be available 
to trade in their country as well.

In any case, a physical bitcoin ETF is a dif-
ferent animal than a bitcoin futures ETF, and 
many would argue, a better product for long-
term investors. The biggest difference between 
the two is a physical ETF can main-
tain its position indefinitely, while 
a futures ETF must roll its position 
forward over time.

That is because futures contracts expire 
at the end of each month. A futures ETF like 
the ProShares Bitcoin Strategy ETF (BITO), 
which attempts to track front month bit-
coin futures contracts, must sell its position 
before expiration and then purchase 
contracts for the next month.

This rolling of positions 
can incur a cost to inves-
tors if later-month futures 
contracts are more expen-
sive than near-month futures 
contracts, a phenomenon known as contango. 
For instance, currently the November 2021 fu-
tures contracts that BITO holds are trading for 
$55,815, while the December futures contracts 

that the ETF will roll into are trading for $56,330. 
If the roll took place today, the ETF would have 
to sell at a lower price and buy at a higher price, 
leaving it with about 0.91% fewer contracts than 
it had before.

These roll costs can add up significantly. At 
the same monthly roll cost, an ETF would end 
up with more than 10% fewer contracts over the 
course of a year.

Varying roll costs
Roll costs can be higher or lower, depending on 
market forces. Arbitrageurs who buy underlying 
bitcoin while selling premium-priced futures 
contracts help keep prices for the two relatively 
close together. These traders help bridge the gap 
between the blockchain world in which bitcoin 
lives in and the traditional financial system where 
futures contracts and ETFs live.

Their price for providing this service is the 
roll cost.

Theoretically, it is possible for the bitcoin 
futures curve to flip into backwardation, a 

phenomenon often seen in commodity futures 
markets. In that case, an ETF would actually 
gain from rolling higher priced near-month 
futures contracts into lower priced later-month 
futures contracts.

Because of the structure of the bitcoin mar-
ket, that has not happened and it is unlikely to 
happen on a sustained basis. That means that 
investors buying into bitcoin futures ETFs will 
have to contend with roll costs for the foresee-
able future.

With futures ETFs, there is another issue to 
contend with as well, which is position limits. 
The CME currently only allows a single entity 
to hold 4,000 front month futures contracts 
– the equivalent of 20,000 bitcoins. BITO has 
already knocked up against that constraint and 
so it is had to move into holding second-month 
contracts as well. The greater its position in fu-
tures contracts outside of the front month, the 
more the performance of the ETF will deviate 
from spot bitcoin prices.

The physical solution 
Understandably, all this makes many investors 
eager to see the launch of the next iteration of the 
bitcoin ETF – one that holds actual bitcoin. So 
far, the SEC has been reluctant to approve such 
an ETF, but if it were to come to pass, it would 
almost certainly end up being a much better 
product for investors.

Such an ETF, like the 21Shares Bitcoin ETP 
(ABTC), which is currently trading in Europe, 
or the Bitwise Bitcoin ETP Trust, which is at-
tempting to come to market in the US, holds 

bitcoin directly. Through a custodian, 
the ETF controls the private keys 

that are associated with actual 
bitcoin on the blockchain. 

Therefore, the value of the 
ETF is directly tied to the value of 

bitcoin. Under this arrangement, 
bitcoin can be held indefinitely; there 

is no need to roll positions forward over 
time. As one might expect, it turns out 

that physical bitcoin ETFs track 
underlying bitcoin prices very 

closely and end up being 
much cheaper than bitcoin 
futures ETFs, which face a 
steady performance drag 

over time.
However, physical bitcoin 

ETFs may be considered riskier in 
one regard and that is that they own an unreg-
ulated cryptoasset, which relative to a heavily 
regulated futures contract, is higher risk. Cryp-
toassets can be safely secured through various 
means, however, their short history has been 
riddled with instances of custodians getting 
hacked and having their assets stolen.

The ecosystem has evolved where this is not so 
much a problem, and there are many reputable 
custodians with pristine track records out there. 
Nevertheless, this is still a risk worth mentioning 
for anyone investing in physical bitcoin ETFs.

An ETF that owns bitcoin directly, the same way that the iShares 
Physical Gold ETC (SGLN), Europe’s largest gold ETC, owns 
actual gold bars, is something that the Securities and Exchange 
Commission (SEC) remains reluctant to approve

EDUCATION 
CORNER
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This issue’s ETF of the month comes from First Trust’s range of thematic 
ETFs. Offering exposure to clean energy, QCLU underwent a significant 
revamp in February when the issuer turned its active small cap ETF into 
a strategy tracking the Nasdaq Clean Edge Green Energy index

First Trust Nasdaq Clean 
Edge Green Energy

Among the best-performing ETFs 
in recent weeks and a front-runner 
in the volatile pack of clean energy 

products is ETF Stream’s ETF of the month, 
the First Trust Nasdaq Clean Edge Green 
Energy UCITS ETF (QCLU).

Though not among the top three most 
popular clean energy thematic products in 
Europe, the $31m QCLU has outstripped the 
performance of its larger rivals on a one-, 
three- and six-month basis.

According to data from ETFLogic, QCLU 
returned 22% over the past month, as at 12 
November. Meanwhile, Europe’s largest clean 
energy ETF, the $6.5bn iShares Global Clean 
Energy UCITS ETF (INRG), has rallied by 
12.1%. Over the same period, the $167m L&G 
Clean Energy UCITS ETF (RENW) returned 
5.8% while the $52m Invesco Global Clean 
Energy UCITS ETF (GCLE) yielded 14.6% 
and the newcomer HANetf S&P Global Clean 
Energy Select HANzero UCITS ETF (ZERO) 
jumped 10.9%.

Looking back over three months, QCLU 
has returned 22.2% while its four peers booked 
increases of 12.9%, 3.9%, 14.3% and 13%, 
respectively. Finally, over the half-year through 
12 November, First Trust’s strategy shot up by 

43.8%, just shy of 20% more than any other 
Europe-listed clean energy ETF except for 
ZERO, which launched at the end of June.

Impressively, despite a year of volatility for 
clean energy ETFs, First Trust’s silent success 
story has maintained a steady, positive flow of 
support. Some $1.6m flowed into the product 
over the month to 12 November, $12.6m over 
the last six months and $25.6m since the turn 

of the year. The ETF underwent a significant 
revamp this February when First Trust turned 
the First Trust Small Cap Core AlphaDEX 
UCITS ETF (FYXLN) into QCLU and changed 
the underlying index to the Nasdaq Clean Edge 
Green Energy index.

Enjoying even more success has been 
QCLU’s US-listed cousin. The exceptionally 
popular $3.4bn First Trust Nasdaq Clean Edge 
Green Energy Index Fund (QCLN) has seen 
investors pile in $1.1bn since the start of 2021.

Both strategies offer a modified market cap 
weighted exposure to 60 US-listed companies 
involved in the manufacturing, development, 
distribution and installation of clean energy 
technologies, from subsectors including 
solar power, wind, battery tech, fuel cells and 
electric vehicles (EV).

While the methodology includes a cap to 
prevent high concentrations among larger 
alternative energy stocks, its market cap bias 
creates a mixed outcome.

On the one hand, its 10.9% weighting to 
Tesla means it has been highly exposed to 
the EV manufacturer, as its stock surged 
55.9% between 1 October and 1 November. 
However, the company’s market cap recently 
broke $1.2trn, more than the entire S&P 500 
Energy Sector index, according to data from 
Bloomberg. This has seen the company’s 
weight in the Nasdaq clean energy benchmark 
shoot up by almost 2.5 percentage points in 
just two months.

While this may be rectified in QCLU’s 
quarterly rebalance or its next semi-annual 
reconstitution in March, such single-stock risk 
acts as a reminder of just how important it is to 
look beneath the bonnet of an ETF, especially 
those in the developing and highly volatile 
thematic ETF space.

ETF OF 
THE MONTH

STAT ATTACK
AUM: $31m
TER: 0.60%
Index: Nasdaq Clean Edge Green Energy index 
Rebalance: Quarterly
Top 10 Holdings (as of 11/15/2021) (%):  
Tesla (9.11); Albemarle Corporation (7.49); 
NIO (ADR) (6.82); Enphase Energy (7.77); 
ON Semiconductor Corporation (6.01); Plug 
Power  (5.31); SolarEdge Technologies (4.20); 
Wolfspeed (3.84); XPeng (ADR) (3.70); First 
Solar (2.88)
Top Industry Exposure (as of 11/15/2021) 
(%): Renewable Energy Equipment (27.78); 
Automobiles (19.64); Semiconductors (13.80); 
Alternative Electricity (11.35); Chemicals: 
Diversified (8.47); Alternative Fuels (4.02); 
Specialty Chemicals (2.17); Electrical 
Components (2.14); Electronic Components (1.91)
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Index switching
Are investors being left behind in 
the ESG index switching frenzy? p20
 

Cover story
Why nuclear energy remains a divisive  
topic for countries across Europe p24

By Jamie Gordon

There is a rift between ETFs labelled as sus-
tainable and alignment with the climate 
goals set out in the 2015 Paris Agreement, 

despite ongoing work by the European Commis-
sion (EC) to green investor portfolios.

Unsurprisingly, this issue is hardly helped by 
the fact companies are not obliged to disclose on 
the full range of polluting activities across their 
value chains. Though it has been 20 years since 

the 2001 Green House Gas Protocol began the 
categorisation of emissions into Scope 1, 2 and 
3, most companies still choose to only disclose 
on Scope 1 and 2, meaning these are the metrics 
available to asset managers.

Unhelpfully, these first two tiers only account 
for companies’ direct and indirect operational 
emissions, with little consideration of the up-
stream and downstream emissions created be-
fore and after a company has fulfilled its role in 
delivering a product or service. 

A paper from Fidelity Climate Solutions, titled 
We need to measure emissions holistically, estimated 
as much as 90% of overall emissions could be go-
ing unaccounted for by ignoring Scope 3, however, 
the discussion over this issue is only set to heat up 
following the EC’s decision to make incorporating 
Scope 3 mandatory in Paris-Aligned Benchmark 
(PAB) and Climate Transition Benchmark (CTB) 
indices from 2022.

Creating a holistic view
Making the case for Scope 3 inclusion, the Fi-
delity Climate Solutions paper says Scope 1 
and 2 do not represent the impact of products 
throughout their entire lifetimes, including raw 
materials extraction, their use by consumers 
and eventually their impact either as waste or 
as recycled items.

Jaakko Kooroshy, head of SI Research at FTSE 
Russell, says: “It is critical because in some of 
these industries, a discussion without Scope 3 
does not make any sense. For example, if an 
auto manufacturer tells you they are going net 
zero on Scope 1 and 2 by 2030, it deserves a pat 

Features & Analysis

Scope 3 emissions enable ETF issuers and index providers to tell the 
full story of a company’s carbon footprint. While it is an epic task to 
collect hard data on the entire value chain, it is perhaps unavoidable 
for ETFs seeking to call themselves ‘Paris-Aligned’

Scope 3 emissions: The only way 
to see the full climate picture?
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on the back but it does not move the needle on 
global emissions.”

Speaking on the impact of Scope 3, Camilla Rit-
chie, senior investment manager at 7IM, continues: 
“For an oil exploration company this is likely to 
be significantly higher than the combined Scope 
1 and 2 emissions by a factor of around 10 times.
Therefore, if you are hoping to get to Net Zero 
by 2030, just looking at Scope 1 and 2 emissions 
is not really enough, even though it is difficult to 
calculate Scope 3 emissions.”

Interestingly, incorporating Scope 3 analysis 
might also uncover some harsh truths about the 
usual suspects of climate ETFs. For instance, out-
sourced or forgotten parts of electric vehicle and 
mobile phone companies’ supply chains – includ-
ing mining for battery metals, lifespan electricity 
usage and disposal of battery components – would 
all be accounted for in an all-encompassing ac-
count of Scope 3.

A Scope 3 patchwork
While progress on integrating Scope 3 might 
appear slow, the reality is its impact is already 
being felt, and will gain a more explicit presence 

in the near future. From next year, the EC will 
require index providers to start incorporating 
Scope 3 emissions on PABs and CTBs, initially 
on energy and mining sectors, then a few other 
carbon-intensive industries, before eventually 
incorporating all sectors. 

“It effectively becomes a sector-by-sector discus-
sion and a sector-by-sector data exercise,” FTSE 
Russell’s Kooroshy says. “We will have to live with 
a patchwork of data and a sectoral patchwork of 
emissions that focuses on those most material 
emissions in those most material sectors and 
there will be a huge amount of pressure in these 
industries to make progress on Scope 3, while in 
others it is probably less of a concern.”

However, Kooroshy notes the impact of these 
changes may not be as significant as many are 
expecting given PABs and CTBs already require 
reporting on Scope 1 and 2 emissions, companies’ 
commitments to the Transition Pathway Initiative 
(TPI), their degrees of green revenues and their 
fossil fuel reserves.

The latter entered the climate investment dis-
cussion six years ago and looks at how much oil, 
coal or gas reserves a company has on its balance 
sheets. Kooroshy argued it acts as a good proxy for 

potential forward-looking scope three emissions 
for oil and gas companies as when these reserves 
are used, the at-present sequestered emissions 
will be released.

Between these carbon reserves being factored 
into PAB and CTB indices already, and companies 
such as Tesla already receiving weighting uplifts 
due to their green revenues, Kooroshy expects the 
implementation of Scope 3 over time to have an 
incremental rather than rapid impact on many 
companies, with the greatest effect being on those 
with large Scope 3 footprints that have until now 
been able to “fly under the radar”.

Data utopia versus reality
Overall, though, he says the reason for manda-
tory Scope 3 being introduced in some sectors 
and not others is those chosen are more straight-
forward to calculate. For instance, it is easy to 
figure out the downstream emissions of an oil 
production company per million barrels of oil 
produced – save for the use of technologies such 
as carbon capture.

Looking at sectors with more diffuse and com-
plex value chains and corresponding emissions 
then requires what Kooroshy describes as “he-
roic estimations”, given how hard it is to agree 
on conceptual boundaries for Scope 3, let alone 
collecting any hard data.

“For a broader set of sectors, you have to go 
through a more systemic estimation approach. 
We use environmentally-extended input-output 
tables to look at how materials flow through val-
ue chains and then associate this with carbon 
footprints and what a company’s consumption 
pattern looks like,” Kooroshy continues. “For 
this, you are dealing with very large and very 
noisy data sets, so you need to come with more 
of an estimation and data science approach to 
this. Because of that, Scope 3 is something where, 
as an industry, data sets will have to attach some 
health warnings to.”

One example of these diffuse and at-times in-
tangible data include tracking the downstream 
emissions of computer device usage. It is hard to 
attribute power usage from a grid to each device 
and the wireless networks and data centres used 
to perform day-to-day tasks such as virtual calls 
and internet searches.

On the other end of the spectrum, Kooro-
shy describes the task of fully portraying the 
upstream emissions of an EV manufacturer as 
an “extremely granular process”. Not only do 
cars often consist of around 3,000 parts but car 
companies themselves usually only know their 
suppliers and rarely have full visibility more than 
two or more steps up their value chain.

This is important in the context of EVs, given 
individual components relying heavily on indus-
trial metals such as copper and battery metals 
such as lithium, cobalt, nickel and others. The 

“Look at the companies that provide Amazon’s delivery vans. 
Is it Amazon’s fault or the providers’ fault that the delivery fleet 
is producing emissions? In reality, both the problem and the 
solution are a shared one” 
Jaakko Kooroshy, head of SI Research, FTSE Russell

VALUE CHAIN ASSESSMENT OF EMISSIONS

Source: Fidelity International, Myclimate.org, October 2021
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emissions profiles of these metals vary signifi-
cantly, Kooroshy says, with some mines using 
hydro power while others use coal-fire power 
stations – both of which result in very different 
emissions profiles.

Another issue Fidelity Climate Solutions 
highlights with universal Scope 3 incorpora-
tion is double counting, which occurs when 
the Scope 1 emissions of one party make up a 
portion of the Scope 3 emissions of one or more 
downstream entities.

Not concerned by this, Kooroshy says both 
parties have a responsibility to resolve their 
shared emissions, given they fulfil respective 
supply and demand roles within that part of 
the value chain.

He explains: “Look at the companies that pro-
vide Amazon’s delivery vans. Is it Amazon’s fault 
or the providers’ fault that the delivery fleet is 
producing emissions? In reality, both the prob-
lem and the solution are a shared one.”

However, double counting also poses an issue 
at a portfolio construction level. Fidelity Climate 
Solutions says if a portfolio manager invests in 
companies within the same value chain – for in-
stance a wind turbine manufacturer and its parts 
supplier – the carbon footprint for their Scope 3 
and 1 emissions for the same component would 
be double-counted. This can reach amount to 

as much as 30-40% of a portfolio’s emissions, 
according to the Institutional Investors Group 
on Climate Change (IIGNCC).

Offering one solution, Fidelity says double 
counting in portfolios could be avoided by 
breaking value chains into discreet parts and 
assessing the emissions footprints of each seg-
ment separately.

Investor view
Echoing some of the concerns raised against 
emissions at more granular levels, Matt Brennan, 
head of investment management at AJ Bell, pos-
es the question about how emissions data might 
be gathered for energy consumption during the 
work-from-home and hybrid economies.

 “The other challenge I have with carbon 
data is how the intensity is reported. It is usu-
ally done as carbon per $1m of sales,” he adds. 
“I am really not a massive fan of this. Because 
for example many technology companies are on 
high valuations and have high profit margins, 
compared to energy companies, so the per sales 
comparison for me is not a true comparison of 
say £1m invested in Apple compared to £1m 
invested in Shell.”

While these challenges exist, 7IM’s Ritchie 
says the Paris Agreement cannot be achieved 

by only resorting to Scope 1 and 2 emissions. 
“To stabilise global temperatures, we all need 
to reduce the total amount of our carbon emis-
sions and that is Scope 1, 2 and 3,” Ritchie argues. 

“Some oil companies – including BP – have stat-
ed that they will disclose how each of their future 
material investments will be compliant with the 
Paris Agreement. Although none of these compa-
nies have actually laid out how this will happen, 
the vast majority of them have continued to set 
their targets using only Scope 1 and 2 emissions 
so it is really difficult to see how they think they 
are going to be aligned to the Paris Agreement.”

BHP has started to disclose on Scope 3 emis-
sions and companies such as Volvo are beginning 
to set net-zero targets featuring Scope 3, however, 
there is a long way yet to go. By the beginning of 
2020, only 18% of the constituents of the MSCI 
AC World index reported on Scope 3.

Karooshy concludes: “Where we can calculate 
it and it is material, it makes sense that this now 
becomes a focal point for the industry. It would 
be a fool’s errand to try, for every company in 
a large investment universe, to figure out in 
great detail their Scope 3 emissions. But it is a 
very important piece of the puzzle that has been 
missing so far.”

Jamie Gordon is a reporter at ETF Stream

THE GREENHOUSE GAS PROTOCOL CLASSIFIES EMISSIONS ACROSS THE VALUE CHAIN FOR REPORTING PURPOSES

Source: Fidelity International, GHG Protocol, https://ghgprotocol.org/blog/you-too-can-master-value-chain-emissions



By Tom Eckett

Dr. Chris Mellor, head of EMEA ETF equity 
and commodity product management at 
Invesco, has said an area of the market 

that is currently underserved by ETF issuers is 
combining ESG metrics with the European Un-
ion’s Paris Aligned (PAB) and Climate Transition 
Benchmarks (CTB).

 Speaking to ETF Stream, Mellor said indices 
tracking the two climate benchmarks introduced 
by the EU in 2019 typically do not offer investors 
an improvement in ESG scores versus their re-
spective parent indices (see Chart 1).

 The climate ETF space has been one of the most 
competitive areas of the market in recent years 
following the launch of the first product linked 
to the PAB or CTB in March 2020. According to 
data from MSCI, there are currently 38 climate 

ETFs listed in Europe with around $10bn assets 
under management (AUM). By tracking the 
PAB and CTB, climate ETFs meet specific rules 
set out by the European Commission that align 
with carbon emission reductions while also en-
couraging companies to meet the 1.5°C target of 
the Paris Agreement.

 However, Invesco’s Mellor sees a significant 
opportunity in adding an extra dimension to the 
space by launching climate ETFs that incorporate 
ESG criteria. As a result, the US giant is looking 
to launch an ETF in the near future that achieves 
just this. “ETFs linked to the PAB and CTB do 
not currently lead to a meaningful improvement 
in ESG score and do not have many significant 
business exclusions,” he said. “This is one as-
pect that is currently being underserved. It is a 
difficult trade off to achieve but it is something 
we are seeing big demand for at the moment.”

 Overall, Mellor stressed there has been a 
significant “step change” in investor behaviour 
from an ESG perspective as the space becomes 
more mainstream. In particular, he said there has 
been an increase in demand for more benchmark 
aware-type ESG ETFs that want more of a light-
touch approach.

 While around 50% of flows into ETFs listed 
in Europe in 2021 have been into ESG strategies, 
according to Invesco, the type of strategy which 
has seen significant demand has shifted. There 
has been a huge increase in tilted ESG ETFs this 
year (see Chart 2) while the share of inflows into 
a strict best-in-class approach have dropped 
slightly from 2020. 

“ESG investing has become mainstream,” Mel-
lor continued. “In the early stages of ESG ETFs, 
investor wanted a deep green – or SRI – approach. 
As views become more nuanced, what we see now 
is a broader array of options investors are select-
ing. For Invesco, it is important to offer investors 
options that meet their own requirements.”

 

Lessons from COP26
All eyes were on the COP26 summit in Glasgow 
in November as global leaders rushed to agree a 
deal that will enable the world to hit the targets 
of the Paris Agreement set six years ago. Mellor 
said there were definitely some positives from 
the summit but also some negatives and made 
reference to scientist estimates that even if all 
the pledges committed to are met then the world 
will be short of the 1.5°C target.

 Despite this however, he stressed there were 
a number of important agreements including 
the reference to coal as part of the final summit 
pact – even though the wording was toned down 
– and successful wins around methane reduction 
and deforestation.

 “I am naturally an optimist but it certainly was 
not a full victory,” he warned. “From an investor 
perspective, governments cannot be relied on 
to deliver all we need to combat climate change 
and meet global warming goals. Investors and 
companies need to step up and respond to carbon 
reduction needs.”

 In particular, the big winners from COP26, 
Mellor predicted, will be clean energy and solar 
which are both essential in the transition to a low 
carbon economy. Highlighting this, solar usage 
is expected to increase from 11% in 2019 to 38% 
in 2050 as part of the global installed electricity 
capacity mix while wind is set to jump to 20%, 
up from 8%.

 In August, Invesco launched Europe’s second 
solar ETF, the Invesco Solar Energy UCITS ETF 
(ISUN), ETF Stream revealed. ISUN tracks the 

Climate ETFs linked to the PAB and CTB currently do not have 
strong ESG score improvements versus parent indices

Invesco’s Mellor eyes 
opportunity in adding ESG 
metrics to climate ETFs

Sponsored by Invesco
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CHART 1: INVESTOR OBJECTIVE:  
A TRADE-OFF BETWEEN ESG CRITERIA AND TRACKING ERROR

*Based on most recent data from MSCI as of 24 Aug 2021, index yet to launch.
Source: Invesco, Bloomberg, MSCI as at 30 Sep 2021. Standard Index is MSCI World. Tracking Error calculated from 
common index inception date of 30 Nov 2015. Bubble size shows % market coverage by no. constituents.
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MAC Global Solar Energy index which currently 
offers exposure to 46 companies involved in the 
transition to solar energy.

 

Engagement
Another area of increasing focus for investors is 
around ETF issuer engagement. One criticism 
typically thrown at passive strategies is because 
they are passive, they do not engage with un-
derlying companies and therefore, do not hold 
management to account. Mellor stressed this 
is a “lazy” conclusion to reach as many passive 
managers are the world’s largest asset managers 
which also run active houses. In Invesco’s case, the 
engagement approach from an ETF perspective 
is combined with the wider firm meaning there 
is consistent  proxy voting and dialogue with the 
underlying companies they own.

On the question of divestment, Mellor stressed 
the importance of retaining power in the conver-
sation. “If you divest from the more carbon in-
tensive areas, there will still be another investor 
owning those stocks as every time you sell on the 
secondary market, someone else is buying. If that 
buyer is less engaged on climate, then pressure 
is off for management. Engagement is a better 
option than divestment as ultimately you keep 
your voice.”

Tom Eckett is editor of ETF Stream
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CHART 2: CLIMATE CONSCIOUS ETFS ARE THE NEWEST AREA OF ESG INVESTING
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“Not everyone wants to go into Article 9. There are different 
shades of green, and some want the characteristics of the  
parent index or do not want to go too far off-piste. Different 
clients have different requirements”
Andrew Walsh, head of ETF and index fund sales at UBS Asset Management

By Theo Andrew

Switching the index on a flailing product 
has long been common practice within 
the industry. Issuers seeking to boost the 

assets under management (AUM) of an ETF that 
has failed to capture the imagination of investors 
have often looked to repackage it in a bid to gar-
ner fresh interest.

While this has long been the case for many plain 
vanilla ETFs, a new trend has emerged in recent 
months that has seen a frenzy of issuers swap out a 
standard index for one that tracks environmental, 
social and governance (ESG) metrics.

In the last three months alone, ETF Stream has 
reported on 28 switches to ESG indices, with issuers 
including DWS, Lyxor, UBS Asset Management, 
State Street Global Advisors (SSGA) and Amundi 
all partaking, and many more expected to have 
gone under the radar.

In a sign of just how lucrative switching to an 
ESG index is, the Amundi S&P 500 ESG UCITS 
ETF (S500) has seen its AUM grow from €904m 

to €2.1bn since swapping to an ESG index in Oc-
tober 2020. The boom in ESG inflows and more 
recently regulatory pressure from the European 
Union’s Sustainable Finance Disclosure Regulation 
(SFDR) have driven these changes. But as issuers 
rush to label their funds either Article 8 or 9, is 
this always in the best interest of the investor?

Just an inconvenience?
Kenneth Lamont, senior analyst, passive strate-
gies, at Morningstar, says while issuers could point 
to the fact they are “getting serious on ESG”, it 
might not always be in the investors’ best interest. 

“It does seem like an interesting decision to 
forcibly change an index. Some investors are 
looking at the switches and saying, ‘that is not 
what I want’,” he says. “If they are fund selectors 
and they already have some of their portfolios 
assigned to sustainability, and then the issuers 
start unilaterally switching, it is a bit of an incon-
venience for those investors to trade out and do 
additional due diligence.”

The ESG asset surge and impending SFDR regulations  
have seen issuers rush to flip their indices to more sustainable 
friendly metrics, but where does it leave investors?

Are investors being left behind in 
the ESG index switching frenzy?

Despite this, Andrew Walsh, head of ETF and 
index fund sales at UBS Asset Management, 
which recently added a low carbon filter to its 
China ESG index, says: “Not everyone wants to 
go into Article 9. There are different shades of 
green, and some want the characteristics of the 
parent index or do not want to go too far off-piste. 
Different clients have different requirements.”

Antoine Lesne, head of SPDR ETF strategy and 
research at SSGA, which has switched at least two 
indices over the past three months, says a rigorous 
shareholder voting process is undertaken before 
a switch is made – unlike an active manager style 
drifter – and those who do not wish to switch are 
given the chance to redeem their shares.

Despite this, Athanasios Pfsarofagis, ETF ana-
lyst at Bloomberg Intelligence, says this could be 
seen as more than just an inconvenience for some 
investors: “The negative outlook for investors is 
that they might need to look for a new option if 
they do not want to stick with the ESG mandate, 
which could be a taxable event.”
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investing and those that have a sustainable 
investment objective. Highlighting how im-
portant these labels are, inflows into Article 
8 and 9 labelled ETFs have been accelerating. 
In Q3 this year, Article 8 and 9 labelled funds 
captured 56.8% of total flows across the asset 
management industry, up from 44.1% in Q2, 
according to Morningstar.

A conservative estimate from Qontigo’s mar-
ket intelligence team is that while only 2% of 
current ESG ETF AUM is made up of switches, 
the trend is accelerating.

Adrian Whelan, senior vice president at Brown 
Brothers Harriman, says that because of the de-
veloping nature of SFDR, firms are at a bigger 
commercial advantage if they can strongly ar-
ticulate their ESG integration strategy. 

Stephane Degroote, managing director for 
global ETFs at FTSE Russell, says: “ETF issuers 
are also directly responding to market demand 
in a competitive market. HSBC Asset Manage-
ment’s range of ESG-themed low carbon ETFs 

using FTSE Russell indices has seen consider-
able inflows since listing. We are also seeing 
demand to apply ESG and climate criteria to the 
sovereign debt and credit market.”

While responding to market demand, issuers 
also argue the switches show they are serious 
about sustainable investing. Antonio Celeste, 
head of ESG product at Lyxor, which has switched 
its US, China and eurozone ETFs to ESG indices, 
says that while the changes are done for the right 
reasons, it is the investors who are driving it.

“This is a process,” Celeste notes. “We do 
a consultation with all our major investors to 
understand their needs and their appetite for 
these types of switches. It is important to men-
tion that the risk/return profile of the different 
indices are aligned. It is the ESG and the car-
bon profile which is improving. This is what 
our investors like, and they do not want to have 
a greenwashing solution.”

Theo Andrew is senior reporter at ETF Stream

LYXOR MSCI USA ESG UCITS ETF (USAL)
Previously the Lyxor MSCI USA UCITS ETF under the same ticker, the $600m ETF also slashed its 
total expense ratio from 0.25% to 0.09% following the switch. Lyxor said the switch was designed 
to reduce carbon intensity by 30%. By swapping to the MSCI USA ESG Broad Select Net Total 
Return index, an ESG tilted version of its parent index the MSCI USA, Amazon, Facebook, JP 
Morgan Chase and Johnson & Johnson were removed from the top 10 holdings.

While a potential risk, Lesne adds this can 
occur when buying any fund at any time: “Some 
investors that decide to sell will be facing a 
taxable event, but closing a listing becomes a 
taxable event sometimes too.”

Some of the switches are made to low AUM 
ETFs that, given time, face a serious risk of 
closure. The changes to ESG indices not only 
let issuers save face but give them a fighting 
chance of capturing the huge influx of assets 
flowing into ESG.

Todd Rosenbluth, head of ETF and mutual fund 
research at CFRA, says: “With asset managers 
increasingly confident that demand for ESG 
ETFs will persist, they are converting existing 
products to make their lineup more appealing.”

The only game in town
The ever-evolving SFDR requirements have led 
to a flurry of ETFs rushing to be labelled either 
Article 8 or 9 – those that promote sustainable 

XTRACKERS MSCI EUROPE ESG SCREENED UCITS ETF (XEUM)
DWS has been one of the most prolific index switchers, accounting for 17 of the 28 reported on 
over the past three months. Formerly the Xtrackers MSCI Europe Mid Cap UCITS ETF, XEUM 
halved its total expense ratio from 0.25% to 0.12% following the change. The ETF index changed 
from the MSCI Europe Mid Cap index to the MSCI Europe Select ESG Screened index which offers 
exposure to the large and mid-cap equities that meet certain minimum ESG standards.
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I n 2018, the European Commission adopted 
and published its Action Plan on Sustain-
able Finance. As part of this programme, 

we saw the creation of two new categories of 
benchmark under the BMR – Climate Tran-

sition Benchmarks (CTB) and Paris-aligned 
Benchmarks (PAB). The establishment of these 
categories of benchmark within the EU regula-
tion acknowledged the importance of redirect-
ing passively invested assets in addressing the 

climate emergency. Additionally, they bring a 
comprehensive and transparent index approach 
to addressing climate change.

CTB and PAB indices must comply with strict 
minimum requirements to achieve their climate 
objectives. Both require the exclusion of companies 
that have a negative impact on key environmental 
aspects such as climate change, pollution, marine 
protection and biodiversity, as well as companies 
that are involved in controversial weapons.

Beyond this, the primary differentiation be-
tween the two indices relates to their respective 
levels of climate intensity. The PAB integrates a 
more stringent carbon footprint reduction and 
a restricted investment universe than the CTB.

Significantly, the two climate benchmarks 
incorporate new attributes to allocate capital 
towards the most climate-virtuous companies: 
• They integrate a backward-looking approach, 

using reported historical data, and focus on 

The COP26 Climate Change Conference in November has made 
the urgency of the climate crisis never more palpable. Years of 
unsustainable practices have brought our planet to breaking point. 
So, what progress has the EU Benchmarks Regulation (BMR) made 
in directing passive assets to address climate change?

Climate indices: Are they 
meeting their objectives?

Sponsored by Amundi ETF, Indexing & Smart Beta
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Scopes 1, 2 and 3 upstream (supply chain 
for operations) and downstream (products) 
greenhouse gas (GHG) emissions with an 
explicit allocation towards the most climate 
virtuous companies.

• They take into account companies’ climate 
strategies over the long run and their for-
ward-looking commitment towards carbon 
emission reductions.

Delivering on expectations
It has now been a year since the introduction 
of the CTB and PAB indices and launch of the 
first CTB and PAB funds. The question is, how 
successful have they been in meeting their 
decarbonisation objectives compared to their 
parent index? 

Amundi launched a range of CTB and PAB 
ETFs in 2020. In assessing the impact of these 
strategies, we look at the two Amundi climate 
ETFs that have attracted the most investor in-
terest; these ETFs both offer global equity expo-
sure, tracking the MSCI World Climate Change 
Paris Aligned Select Index and the MSCI World 
Climate Change CTB Select index.

The primary area we look at based on the 
requirements of the benchmarks is the index 
carbon emissions and the index carbon intensity 
(see Chart 1) where we see a marked reduction 
versus the parent index.

Investors have many reasons to choose cli-
mate ETFs – it is for this reason that we believe 
it is important to offer a range of solutions to 
meet different needs. For example, for some 
investors the priority in selecting a climate ETF 
could be managing climate-related risks such as 
stranded assets. 

From that perspective, the data in Chart 1 
demonstrates a clear reduction in exposure to 
companies that play a role in increasing fossil 
fuel and carbon emissions. These are key in-
dustries that may suffer premature write-downs 
or devaluations as we move from fossil-fuel led 
power to climate-friendly solutions. Another 
reason for climate investing may be an inves-
tor’s belief that over the long-term the sector 
offers exposure to innovative sectors with long-
term potential. As we see in Chart 2, the CTB 
and PAB indices have an increased exposure to 
clean technology solutions.

These new indices provide a more comprehen-
sive approach for index investors to introduce 
climate investing into their portfolios. Since 
Amundi became one of the first asset managers 
to launch a PAB-aligned ETF in 2020, we have 
seen strong demand and enthusiasm from ETF 
investors who now have the choice of almost 50 

CHART 1: MEASURING CO2e AND CARBON INTENSITY OF THE CTB AND PAB

CHART 2: EXPOSURE TO CLEAN TECHNOLOGY SOLUTIONS
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different low carbon, fossil fuel free or climate 
change ETFs. These ETFs represent over $11.5bn 
in assets, 57% of which are flows we have seen in 

2021. Amundi now offers a range of PAB and CTB 
ETFs covering both equity and fixed income and 
a range of geographical exposures.

Important Information: This promotion is issued by Amundi (UK) Limited, registered office: 77 Coleman Street, 
London, EC2R 5BJ. Amundi (UK) Limited is authorised and regulated by the Financial Conduct Authority under 
number 114503. This document is not intended for residents of the United States of America or any “U.S. Person”, as 
this term is defined in SEC Regulation S under the U.S. Securities Act of 1933. The “U.S. Person” definition is provided 
in the legal mentions of our website www.amundi.com.

For professional investors only. Past performance is not a guarantee or indication of future results. The funds and 
their relevant sub-funds (the “Funds”) under their respective fund range that are referred to in this document are 
recognised collective investment schemes for the purposes of Section 264 of the Financial Services and Markets 
Act 2000. Potential investors in the UK should be aware that none of the protections afforded by the UK regulatory 
system will apply to an investment in the Funds and that compensation will not be available under the UK Financial 
Services Compensation Scheme.

The content of this advertisement is for information purposes only and does not constitute a recommendation to buy or sell.

“Amundi Index Solutions”, a Luxembourg SICAV, RCS B206810, located 5, allée Scheffer, L-2520 Luxembourg. The 
sub-funds were approved for public distribution in Luxembourg by the Commission de Surveillance du Secteur Fi-
nancier of Luxembourg.
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By Jamie Gordon

The struggle to reach a common under-
standing of environmental, social and 
governance (ESG) investing may confuse 

or put off some investors, but the decades-old 
nuclear debate gives us some idea of the scale 
of the challenge facing standard-setters.

There is no globally respected conception of 
sustainable investing, despite seemingly endless 
regulation and targets drawn up by the United 
Nations, European Commission, Securities and 
Exchange Commission, BaFin and the AMF, or 
non-profit organisations such as the Sustainability 
Accounting Standards Board or International Fi-
nancial Reporting Standards Foundation (IFRS).

Yet each time a new initiative, law or benchmark 
is released by one of these international bodies, 
investors buzz to align themselves, and index 
providers and ETF issuers are happy to satisfy 
this new demand. The difficulty then comes in 
those contentious areas, such as what role fossil 
fuel companies and nuclear energy should play 
in the energy transition, which force ETF issu-
ers to guess how investors will react to certain 
sectors being included or excluded from their 
new products.

The result is a fragmented market of ideas and 
products, all of which are pushing towards an os-
tensibly similar end goal, but very few of which 
express the same view on how to get there. In few 
places is this lack of standardisation clearer than 
in the nuclear energy discussion, which Kenneth 
Lamont, senior analyst, passive strategies at Morn-
ingstar, said has seen a values-based discussion 
drive markets. “It is a stony issue at a political 
level,” Lamont says. “There are many countries 

and regions that think nuclear should not be in-
cluded in a sustainable investment portfolio. The 
role nuclear plays is heavily disputed and highly 
politicised, and this is much larger than the in-
vestment universe. The investment universe is 
merely a reflection of the conflicting ideas that 
there are about nuclear globally.” 

Sustainability springboard 
Inconveniently for those drawing the bounda-
ries of ESG, both the advocates and detractors 
of nuclear raise valid points. Also, there are few 
industries capable of the same scale of potential 
positive and negative impacts.

 For now, though, a few prominent failures have 
been enough to mire its reputation, and in turn 
the political appetite to renew nuclear capacity. 
Evidencing this, data from Robeco shows the 
global share of power generated by nuclear fell 
3.5% during the decade to 2018. The manager 
added that this descaling will likely hasten in 
the coming years and predicted Europe will have 
only 35% of its current capacity by 2040, while 
the US will be down to just 56% of today’s levels.

This negative sentiment is primarily driven by 
events such as the 1986 Chernobyl reactor fire, 
which killed 31 people directly, with the Union 
of Concerned Scientists predicting up to 27,000 
have died across Europe because of cancers, 
birth defects and other serious illnesses related 
to Chernobyl radiation exposure. More recently, 
the 2011 explosions at the Fukushima Daiichi fa-
cility were followed by the evacuation of 154,000 
people from surrounding areas, and ultimately a 
decision by the German government to shut all 
17 of its own nuclear plants by 2022.

Even in working order, nuclear reactors are 
highly resource-intensive and risky. In 2015, US 
reactors alone used 320 billion gallons of water 
during the process of electricity generation, ac-
cording to research from Stanford University. Last 
year, Chemical and Engineering News reported 
there was more than a quarter of a million met-
ric tonnes of radioactive waste sitting in storage 
across the world, waiting to be transferred to 
geological repositories for disposal.

Viewing nuclear power as the wrong path for 
the green transition, a Greenpeace statement 
says: “New nuclear plants are more expensive 
and take longer to build than renewable energy 
sources like wind or solar. If we are to avoid the 
most damaging impacts of climate change, we 
need solutions that are fast and affordable. Nu-

There is no doubt nuclear energy can help in the transition to a low 
carbon economy; however, the issue remains a divisive topic for 
countries across Europe. This has been enough to put ETF issuers and 
index providers off so far, but could we see a change in mentality?

Nuclear: The ultimate  
ESG conundrum
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clear power is neither. There is still no safe, relia-
ble solution for dealing with the radioactive waste 
produced by nuclear plants. Every waste dump 
in the US leaks radiation into the environment, 
and nuclear plants themselves are running out 
of ways to store highly radioactive waste on site.”

However, others argue while not being an en-
tirely sustainable or ideal solution, nuclear has a 
very necessary role to play in the future energy 
mix. An IPCC report from 2014 also highlight-
ed electricity generation from nuclear sources 
requires less land, less materials mining and 
produces less waste and four times less carbon 
than solar farms.

One proponent of nuclear is celebrated scien-
tist, creator of the Gaia hypothesis and member of 
Environmentalists for Nuclear, James Lovelock. 

In a statement made in 2004, Lovelock said: “By 
all means, let us use the small input from renewa-
bles sensibly, but only one immediately available 
source does not cause global warming and that is 
nuclear energy. “To reach the scale at which they 
would contribute importantly to meeting global 
energy demand, renewable sources of energy 

such as wind, water, and biomass cause serious 
environmental harm. Measuring renewables in 
watts per square meter, nuclear has astronomi-
cal advantages over its competitors.

“We have no time to experiment with vision-
ary energy sources; civilisation is in imminent 
danger and has to use nuclear – the one safe, 

“There is still no safe, reliable solution for dealing with the 
radioactive waste produced by nuclear plants. Every waste 
dump in the US leaks radiation into the environment, and 
nuclear plants themselves are running out of ways to store 
highly radioactive waste on site”
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available, energy source – now or suffer the pain 
soon to be inflicted by our outraged planet.”

While significant progress has been made in 
scaling up renewable energy, it still accounts 
for less than a third of current global power 
demand – with this demand only set to grow as 
more people gain access to electrical devices 
and structural shifts occur, such as the one from 
internal combustion to electric vehicles. The 
main concern with renewable sources, however, 
is their intermittence. While battery technolo-
gy will help smooth periods of low output, this 
technology is yet to be scaled sufficiently in re-
gions such as the UK.

In the meantime, nuclear should play a role as 
a stopgap, said a 2017 paper from  Morningstar 
and Sustainalytics, titled Nuclear Power and ESG: 

Can They Play Together?, which added: “Preserv-
ing the existing nuclear fleet is the fastest way to 
meet US carbon emissions targets.”

Far from being the same leaky and haphazard 
entities that fail during safety tests – like Cher-
nobyl – fourth-generation nuclear facilities are 
continuing to innovate. For instance, Canadian 
firm Terrestrial Power Energy  replaces molten 
salt with water as a coolant, reducing water 
wastage, the creation of flammable hydrogen 
gas and the possibility of steam explosions. 
Other examples include the Bill Gates-backed 
startup TerraPower, which is working on plants 
that recycle their own waste as fuel to reduce the 
chance of radioactive waste mismanagement; 
and NuScale, which creates small modular re-
actors with passive cooling.

Unfortunately, these advances seem to have 
done little to move the needle on public opinion, 
and asset managers and regulators alike remain 
unsure of how to handle the nuclear red herring.

Challenges of a global standard
Evidencing this, the EC launched its Action 
Plan on Financing Sustainable Growth in March 
2018 and the EC’s Technical Expert Group on 
sustainable finance followed this with the Tax-
onomy Technical Report two years later. This 
document, which aimed to set out the list of 
economic activities that financial profession-
als should consider sustainable, significantly 
excluded nuclear energy.

Just a few months later, in September 2020, 
the EC declared it would remain technology 
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neutral in its strategy on financing sustainable 
growth and the energy transition. Not satisfied 
with this, the leaders of seven EU member states 
wrote a letter to the EC in March, calling on the 
organisation to accommodate all paths to climate 
neutrality. Later in the month, the EC’s scientif-
ic research arm, the Joint Research Centre, said 
in a report that nuclear deserves the green light 
for sustainable investment.

The month following, the EC announced it 
would include nuclear power in a complementary 
Delegated Act of the EU Taxonomy Regulation, 
which is also set to include natural gas. Still not 
satisfied, the ‘Nuclear Alliance’ of 15 ministers 
from European countries including France, 
Finland and the Czech Republic submitted an 
article in October that called for nuclear power 

to be included in the EC’s main industry taxon-
omy by the end of the year.

“Nuclear energy must be part of the solution,” 
the article said. “Renewables play a key role in 
the energy transition, but we need other sources 
of carbon-free energy to meet our needs consist-
ently and sufficiently. Nuclear energy is essential. 
It already accounts for almost half of Europe’s 
carbon-free electricity production.”

While this group of nuclear-advocating pol-
icymakers may be pressuring the EC to soften 
its stance, such moves do little to sway more 
staunch opposition in regions such as Germa-
ny, a goal necessary to establish a truly global 
sets of standards. Detlef Glow, head of Lipper 
EMEA Research at Refinitiv, says while higher 
standards and definitions of what is sustainable 
might exist in individual countries, investors 
need a global consensus on minimum standards 
for sustainability and common standards for all 
reporting on ESG.

Optimistic on this front, he says companies’ 
financial reporting was disjointed prior to the 
introduction of IFRS, but now companies re-
port based on a global and local standard. Glow 
says a similar framework could soon exist for 
ESG-related company reporting following the 
announcement of the International Sustainable 
Standards Board, a new global ESG standard.

In the meantime, Glow cautions: “As long as 
there is no general definition of standards for ESG, 
we will have different opinions and views on what 
ESG is, and nuclear power is a perfect example 
for this. But even if ESG is defined at some point 
of time, investors may have a different view, as 
the definition of E, S and G is a personal topic 
that depends on the values of the respective in-
vestor. Nevertheless, a clear definition will help 
to set appropriate standards on ESG on all levels.”

First-mover disadvantage? 
Any such global standard will have to be set by 
an intergovernmental or non-profit group, how-
ever, given not just the political importance of 
sustainability issues but also because – despite 
the significant market share enjoyed by MSCI in 
indexing and BlackRock in ETFs – members of 
the European ETF industry are reluctant about 
being outspoken on divisive issues such as nu-
clear energy. BNP Paribas Asset Management 

and Deka, for example, declined to comment 
when approached.

Morningstar’s Lamont says: “ETF issuers should 
just take a stance on the issue, but I fear that most 
of them do not want to step too far from the pack. 
That is why everybody is calling for this central 
authority on what ESG is and is not. They do not 
want to be making calls. They know that if they 
make a call one way, they will alienate investors 
in another. The asset management industry does 
tend to be rather conservative. We are not going 
to get many portfolio managers stepping out and 
making strong judgements about nuclear. The 
benefits of being outspoken as an asset manager 
are probably not worth the effort.”

Instead, Lamont says the preferred approach of 
ETF issuers is to take the path of least resistance, 
which often means excluding nuclear from their 
broad ESG products. “It is like having a vegan op-
tion on the menu at a restaurant,” he explained. 
“It probably has a relatively small customer base 
but it does not take much effort to offer one. It is 
a similar thing with nuclear. There are probably 
a small number of people who would be upset if 
nuclear gets included, but that is enough to make 
it worthwhile to just not offer exposure to it.”

Looking at nuclear exposure at different scales, 
Lamont says the MSCI World index offers a rel-
atively small exposure of 1.75%, while the MSCI 
World ESG Screened index retains some exposure 
and the MSCI World ESG Leaders index actively 
excludes the sector.

It is a different story at the more targeted and 
specialist end of the spectrum, though, with the 
iShares Global Clean Energy UCITS ETF (INRG) 
containing a 14% weighting to companies involved 
in nuclear energy, while the Xtrackers EUR Cor-
porate Green Bond UCITS ETF (XGBE) allocates 
as much as 17% to these firms.

Concluding, Lamont celebrates rather than 
bemoaning the disparities in ESG products on 
the market, saying both sides of the nuclear de-
bate have legitimate views, and “we should have 
products that allow investors to express their be-
liefs”. He also says offering nuclear as an option in 
mixed ESG ETFs and more targeted thematics, 
such as those addressing the energy transition 
without claiming to be fully ESG, seems like an 
obvious decision for some ETF issuers.

Jamie Gordon is a reporter at ETF Stream

“Nuclear energy must be part of the solution. Renewables play 
a key role in the energy transition, but we need other sources 
of carbon-free energy to meet our needs consistently and 
sufficiently. Nuclear energy is essential. It already accounts for 
almost half of Europe’s carbon-free electricity production”



By Willem Keogh and Davide Guberti

Climate change specifically has been 
rising to the top of investors’ agendas 
and this has been a key feature in the 

development in our sustainable offering. UBS 
has made several enhancements to its ETF shelf 
not only to meet our investors’ needs here, but 
also to consider broader changes within the 
rapidly evolving sustainable investing space. 
The first step in this direction was taken with 
the benchmark change on our existing UBS SRI 

ETF range to the new MSCI SRI Low Carbon 
Select index methodology at the end of 2020. 

This new approach was developed in close con-
junction with MSCI to create a customised solution 
that maintains the key sustainability features of 
the MSCI SRI philosophy, but with an additional 
focus on improving the climate risk profile and 
limiting exposure to stranded asset risk.

A second key milestone in our recent jour-
ney came in the first quarter of 2021, when we 
launched our family of Paris-aligned ETFs that 
aim to support investors in reducing their tran-

sition and physical climate risks, benefit from 
opportunities arising from the transition to a low-
er-carbon economy, while aligning with the EU 
Paris-Aligned Benchmarks minimum standards.

Our most recent initiative has been the launch 
of the new UBS ESG Universal Low Carbon Select 
ETF range. This is a set of customised products 
aiming to be core-replacements that have limited 
tracking error vs their respective parent indices 
while achieving various sustainability objectives 
in terms of ESG improvements as well as a sub-
stantial carbon footprint reduction.

What drives the carbon footprint 
of a portfolio?

Taking the MSCI ACWI index as a starting uni-
verse, we can analyse the carbon intensity of 
each company in order to understand what the 
key drivers of the portfolio’s carbon footprint 
are. In Chart 1, we highlight the 10 companies 
with the highest carbon intensity (Scope 1 + 
Scope 2 tCO2e /$m sales) and we can see how 
these minimal number of companies, despite 
having a relatively small weight (~45bps, keeping 
in mind that ACWI has ~2964 constituents), are 
contributing 5.42% to the MSCI ACWI Weight-
ed Average Carbon Intensity (WACI), which is 
quite high. This confirms that a limited number 
of names are responsible for the vast majority of 

UBS Asset Management has been a pioneer in the sustainable 
ETF space, having launched our first SRI ETFs in August 2011. This 
journey has led us to become the second largest sustainable ETF 
provider in Europe, with $35bn AUM, representing an 16% market 
share, according to etfbook.com. During this decade’s worth of 
experience with SRI solutions, innovation continues to be at the 
heart of UBS’s approach to sustainable investing

Building a carbon efficient 
sustainable ETF: A case study

Sponsored by UBS Asset Management

28  ETF INSIDER | WINTER 2021



the carbon intensity in a portfolio, suggesting that 
we can substantially improve the carbon profile 
of a portfolio by performing targeted exclusions.

By being able to identify and exclude the most 
carbon-intense names, we can achieve certain 
climate-related objectives while maintaining 
the risk-return characteristics of the market cap 
weighted parent index.

What is the definition  
of a “highest emitter”?

We have seen in the previous section how the 
carbon footprint of the portfolio is influenced by 
a relatively small number of companies. What is 
less intuitive is how to define the threshold for 
exclusion that balances the trade-off between 
carbon footprint reduction and portfolio repre-
sentativeness. In order to illustrate this problem, 
in Chart 2 we show the marginal contribution to 
weighted average carbon intensity of each com-
pany in the MSCI ACWI index. 

All the constituents of the portfolio are sorted 
in descending order based on their carbon in-
tensity (Scope 1 + Scope 2 tCO2e/$m sales) and 
the red line shows the rolling weighted average 
carbon intensity, obtained by recursively exclud-
ing the most carbon intense companies in the 
portfolio. The steepness of this curve indicates 
the marginal benefit of each exclusion, and it 
can help us understand the optimal cut-off point 
based on the number of exclusions.

In the chart, we highlighted two potential 
thresholds for the highest emitters: the worst 
5% and worst 10%. Taking the latter as an ex-
ample, a 10% threshold means that the 10% 
companies with the highest carbon intensity 
are classified as “highest emitters” which, out 
of the ~2964 of MSCI ACWI, amounts to 299 

Sponsored by UBS Asset Management

companies excluded. As shown in the chart, 
removing these 10% highest emitters reduces 
the portfolio constituents to 2665, but has a sub-
stantial impact on the carbon emission which is 
reduced by almost 70%.

Similarly, by excluding the worst 5% emitters 
(~149 companies) the weighted average carbon 
intensity decreases by ~50%. Both these exam-
ples confirm how a limited number of targeted 

exclusions can substantially improve the carbon 
emission profile of a portfolio.

The challenges of a  
practical implementation

As described in the previous section, it is appar-
ent how relatively few companies drive most of 
the carbon intensity of a portfolio, making this 

Chart 1: MSCI ACWI: Top 10 companies by carbon intensity

Rank Company GICS Sector Weight – MSCI ACWI Carbon intensity Contribution to Wtd 
Avg Carbon intensity

1 Electricity Generating PCL Utilities 0.002%  20,439 0.44%

2 NTPC Ltd Utilities 0.011%  17,451 1.97%

3 China Resources Power Holdings Co Ltd Utilities 0.007%  15,428 1.07%

4 Huaneng Power International Inc Utilities 0.003%  13,505 0.34%

5 Huadian Power International Corp Ltd Utilities 0.000%  12,490 0.07%

6 China Power International Development Ltd Utilities 0.002%  12,270 0.04%

7 CK Infrastructure Holdings Ltd Utilities 0.006%  11,936 0.28%

8 SDIC Power Holdings Co Ltd Utilities 0.001%  11,635 0.70%

9 China Resources Cement Holdings Ltd Materials 0.004%  11,529 0.10%

10 Saudi Electricity Co Utilities 0.009%  11,002 0.40%

Subtotal 0.045% 5.42%

Source: MSCI BPM, MSCI ESG Manager, UBS Asset Management. Data as at 31 August. This information should not be considered a recommendation to purchase or sell any particular security

CHART 2: ILLUSTRATION OF CARBON INTENSITY PER CONSTITUENT (MSCI ACWI)

Source: MSCI BPM, MSCI ESG Manager, UBS Asset Management. Data as at 31 August. For illustrative purposes only.
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concept of “highest emitters” intuitive and rela-
tively easy to apply at first glance. Nevertheless, it 
is important to note how the companies flagged 
as highest emitters belong essentially to a select 
group of sectors: Utilities, materials, energy and 
industrials. This is to be expected, as the busi-
ness model of a utility or energy company tends 
to be, by nature, more carbon-intense compared 
to sectors like financials or communication ser-
vices. As shown in Chart 3, the average utility 
company is likely to have far higher emissions 
than the highest emitting IT or communication 
services company.

Given these large sectoral differences in carbon 
intensity, a “blind” exclusion simply based on the 
company’s carbon emissions would cause certain 
sectors to be almost entirely excluded from the 
portfolio. Looking at Chart 4, we can see how an 
exclusion of the 10% highest emitters from MSCI 

ACWI would remove almost 70% of the utilities 
sector and 40% of the materials sector. In order 
to mitigate this problem, we have introduced a 
capping threshold which, within each GICS sec-
tor, limits the number of exclusions only up until 
a maximum of 30% of the weight of that sector 
in the portfolio. In case this limit is reached for 
any sector, no further securities are excluded 
from that sector. The capping on the maximum 
weight excluded helps up to a certain extent, to 
keep a sector allocation reasonably close to the 
parent index upon which it is built. 

Another positive outcome of the sector-con-
strained exclusion approach is that it allows us 
to keep the most carbon-efficient company with-
in each sector, while removing the laggards of 
each sector. As shown in Chart 4, thanks to the 
30% capping, the fewer exclusions in the utility, 
materials and industrials then spill over to other 

sectors like energy and financials, where the least 
carbon-efficient are removed as well.

Additional exclusions  
selection criteria

The concept of “highest emitters” and their ex-
clusion is a cornerstone of two families of ESG 
ETFs offered by UBS: the UBS ETF MSCI ESG 
Universal Low Carbon Select and the UBS ETF 
MSCI SRI Low Carbon Select ranges. The for-
mer aims to be a “core-replacement” solution 
that achieves certain ESG and carbon reduction 
objectives while limiting the tracking error vs the 
standard parent index (typically below 1%). The 
latter instead looks to select only the best-in-class 
companies from an ESG perspective and is suita-
ble for investors with more restrictive exclusion 
criteria as well as having ambitious ESG goals. For 
this reason, in the “lighter green” ESG Universal 
Low Carbon Select range, the worst 5% emitters 
are excluded while in the “darker green” MSCI 
SRI Low Carbon Select range, the threshold for 
exclusion is set at 10%.

As shown in Chart 5, the severity of the “highest 
emitters” filter is not the only differentiating factor 
between these two ETF ranges. Other differenti-
ating factors pertain to the exclusion criteria, with 
the “light green” (ESG Universal Low Carbon Se-
lect) excluding a selected set of business activities 
while the “dark green” (SRI Low Carbon Select) 
has a more comprehensive and stricter set of ex-
clusions. The last key difference between these 
two approaches relates to the ESG selection, with 
the “light green” approach that aims to reweight 
companies in order to increase the allocation to 
ESG Leaders and ESG Improvers, while decreas-
ing the weight assigned to ESG Laggards and to 

CHART 4: “HIGHEST EMITTERS” EXCLUSION – SECTOR CAPPING
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Source: MSCI BPM, MSCI ESG Manager, UBS Asset Management. Data as at 31 August. For Illustrative purposes only.
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Sponsored by UBS Asset Management

Chart 3: Carbon intensity by sector 

Maximum Carbon Intensity (t 
CO2e / USDm Sales)

Weighted Average Carbon Inten-
sity (t CO2e / USDm Sales)

Sector Weight

Utilities 20,439 2074.5 2.7%

Materials 11,529 815.8 4.9%

Energy 3,782 566.8 3.1%

Industrials 4,750 122.1 9.8%

Real Estate 878 119.6 2.6%

Consumer Staples 1,544 53.3 6.8%

Consumer Discretionary 1,367 35.4 12.2%

Information Technology 1,677 34.8 22.7%

Health Care 1,466 24.4 11.9%

Financials 2,500 16.2 14.0%

Communication Services 229 15.7 9.4%

Overall 151.0 100.0%
Source: MSCI BPM, MSCI ESG Manager, UBS Asset Management. Data as at 31 August
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companies with deteriorating ESG profiles. On 
the other hand, the “dark green” suite has a best-
in-class ESG approach which selects only the top 
25% ESG rated companies per GICS sector.

As shown at the bottom of the table, these 
different screening criteria drive sustainability 
characteristics (ESG score and carbon footprint) 
as well as the tracking error.

UBS ETF: Different  
shades of green

Our shelf offers our clients “different shades of 
green”: some funds use a light-green screening 
approach that excludes a more limited number 
of controversial business activities as well as 
the removal of ESG laggards (e.g. UBS ESG 
Universal Low Carbon Select, UBS S&P 500 
ESG), while other products have a dark-green 
approach that selects only highly-rated compa-
nies and excludes a broader list of controversial 
business activities (e.g. UBS SRI Low Carbon 
Select, UBS S&P 500 ESG Elite). 

Our sustainable shelf also covers fixed income, 
with several products on corporate bonds devel-
oped with Bloomberg. Next to the large ranges of 
ETFs, through the years we have also developed 
more thematic exposures like our sustainable 
development bank bonds ETF, an ETF focused 
specifically on gender equality not to mention 
having launched a suite of innovative Fixed In-
come Sustainable ETFs in 2015. These products 
are all classified as Article 8 under SFDR.

Our suite of Paris-aligned ETFs are classified 
as Article 9 funds under SFDR. The aim is to 
support investors in reducing their transition 
and physical climate risks, benefit from oppor-
tunities arising from the transition to a low-
er-carbon economy, while aligning with the EU 
Paris-Aligned Benchmarks minimum standards.

Willem Keogh is head, passive and ETF 
investment analytics; Davide Guberti is 
Associate Director in UBS passive and ETF 
investment analytics

CHART 6: UBS ETF SHELF

Sponsored by UBS Asset Management

Chart 5: Various degree of sustainability

MSCI ACWI MSCI ACWI ESG 
Universal Low  
Carbon Select

MSCI ACWI  
SRI Low  

Carbon Select

Business-involvement exclusions – Essential Extensive

High-emitters exclusions – Worst 5% Worst 10%

ESG selection – ESG 
Reweighting

Best-in-class 
selection

Number of constituents 2964 2501 528

Tracking error 5-year (annualized) – 89bps 250bps

Weighted Average Carbon Intensity 
(tons CO2e / USDm sales)

151 70 47

ESG Quality score 5.98 7.24 9.75

Source: MSCI BPM, MSCI ESG Manager, UBS Asset Management. Data as at 31 August

For marketing and information purposes by UBS.
Before investing in a product please read the latest prospectus 
and key investor information document carefully and thoroughly. 
The information and opinions contained in this document have 
been compiled or arrived at based upon information obtained 
from sources believed to be reliable and in good faith, but is not 
guaranteed as being accurate, nor is it a complete statement or 
summary of the securities, markets or developments referred 
to in the document. Members of the UBS Group may have a 
position in and may make a purchase and / or sale of any of 
the securities or other financial instruments mentioned in this 
document. Units of UBS funds mentioned herein may not be 
eligible for sale in all jurisdictions or to certain categories of 
investors and may not be offered, sold or delivered in the Unit-
ed States. The information mentioned herein is not intended 
to be construed as a solicitation or an offer to buy or sell any 

securities or related financial instruments. Past performance 
is not a reliable indicator of future results. The performance 
shown does not take account of any commissions and costs 
charged when subscribing to and redeeming units. Commis-
sions and costs have a negative impact on performance. If the 
currency of a financial product or financial service is different 
from your reference currency, the return can increase or de-
crease as a result of currency fluctuations. This information 
pays no regard to the specific or future investment objectives, 
financial or tax situation or particular needs of any specific re-
cipient. The details and opinions contained in this document 
are provided by UBS without any guarantee or warranty and 
are for the recipient’s personal use and information purposes 
only. This document may not be reproduced, redistributed or 
republished for any purpose without the written permission 
of UBS Asset Management Switzerland AG or a local affiliat-

ed company. Source for all data and charts (if not indicated 
otherwise): UBS Asset Management

This document contains statements that constitute “for-
ward-looking statements”, including, but not limited to, state-
ments relating to our future business development. While 
these forward-looking statements represent our judgments 
and future expectations concerning the development of our 
business, a number of risks, uncertainties and other important 
factors could cause actual developments and results to differ 
materially from our expectations.

A summary of investor rights in English can be found online 
at: ubs.com/funds.

More explanations of financial terms can be found at ubs.
com/glossary
© UBS 2021. The key symbol and UBS are among the regis-
tered and unregistered trademarks of UBS. All rights reserved.
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F lexShares takes a unique approach to 
managing volatility and carbon risk in 
our forward-looking, sustainable devel-

oped markets low volatility ETF. Our key design 
features include:
• A portfolio construction process that main-

tains sector and region neutrality to the global 
benchmark.

• A scoring methodology to identify sustaina-
bility leaders in each sector.

• Targets for minimum carbon footprint reduc-
tion and improved climate risk score.

Investors typically look to low volatility stocks for 
their defensive characteristics. What they might 
not realise is that traditional low volatility strate-
gies may introduce unintended risks to a portfolio 
because of excessive exposure to carbon intensive 
sectors like utilities. As the world transitions to 
a low-carbon economy, this concentration could 
cause a low volatility strategy to fall short of in-
vestor’s risk-management expectations and run 
counter to their sustainability goals. Does this 
mean low volatility investing is incompatible with 
climate objectives? Not if the strategy incorporates 
sector constraints and climate considerations 
within a low volatility portfolio.

Controlling for sector and region risk
Low volatility stocks traditionally have been 
concentrated in certain sectors, which can cause 
portfolios to end up with significant overweights 
and underweights compared to the broader mar-
ket. For example, the MSCI World Minimum 
Volatility index had a 5.1% overweight to utilities 
compared to the MSCI World, but a 4.3% under-

weight to technology, as at 31 March, according 
to Bloomberg, .

These sector concentrations can make portfolios 
sensitive to macroeconomic risks. And they may 
be especially challenging for investors with sus-
tainability goals because traditional low volatility 
sectors tend to have higher carbon intensity and 
greater exposure to climate risk. Take the utilities 
sector, which represents just 3%-4% of the global 
developed universe, but contributes 40%-50% of 
the universe’s total carbon footprint.

To help manage this risk, FlexShares uses sec-
tor and region constraints in our low volatility 
portfolio to maintain neutral weightings to the 
STOXX Global 1800 index. Controlling for sector 
concentration in this way is a first step in reducing 
carbon risk in a low volatility strategy. But there 
are more opportunities to refine a portfolio to 
meet investors’ climate objectives.

Screening stocks for sustainability
FlexShares scores stocks in the global developed 
universe according to a proprietary sustainability 
methodology that’s diversified across the three 
considerations of environment, social, and gov-
ernance. Using data from the Sustainability Ac-
counting Standards Board (SASB) and the Task 
Force on Climate-Related Financial Disclosures 
(TCFD), FlexShares examines low volatility 
stocks across a spectrum of potential risks:
Physical risk, such as an energy company with sig-
nificant carbon-related assets and infrastructure.
Legal risk, including potential new regulations 
that may prohibit or limit certain carbon-inten-
sive activities and potential exposure to liability 
related to climate change.

Transition risk, such as companies relying on 
carbon-intensive assets that may be left behind 
as the world transitions to a low-carbon economy.

This methodology allows us to examine a 
company’s sustainability relative to its sector or 
industry peers. It also provides an assessment 
of a company’s current carbon footprint, along 
with forward-looking carbon risk analysis that 
helps identify how companies are positioned to 
manage a changing economy.

Using these scores allows us to assemble a 
portfolio that seeks lower volatility within spe-
cific sustainability targets, including:
•  A 50% reduction in carbon emission Intensity.
•  A minimum 20% increase in Carbon Risk Rating.

Creating portfolios
As governments and companies continue to 
focus on addressing climate risk and other sus-
tainability issues, those factors may increasing-
ly affect economic opportunities and market 
volatility. We believe advisors can help their 
defensive-minded clients avoid unintended, 
uncompensated risks in a low-volatility strat-
egy. Understanding how traditional strategies 

How low volatiliity strategies aid investors  
as the world transitions to a low-carbon economy

Low volatility investing 
strategies for a changing world

Sponsored by FlexShares ETFs

FlexShares offers carefully designed, intelligent ETFs, backed by 
the strength and expertise of Northern Trust Asset Management 
– part of a 132-year-old global financial services firm with over $1 
trillion total assets under management*
*31 December 2020. Northern Trust Asset Management.
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potentially can introduce unintended sector 
concentrations and excessive carbon risk is the 
first step in finding approaches that are compat-
ible with both risk-management goals and sus-
tainability objectives. In our view, FlexShares’ 

use of constraints to maintain proper diversi-
fication and neutrality to a global benchmark, 
combined with sustainability scoring, can help 
create a portfolio that’s better aligned with 
investors’ sustainability goals. What is more, 

this can make it more likely to maintain its low 
volatility characteristics in a changing world.

To find out more, visit: go.flexshares.com/en/
sustainablefunds

Sponsored by FlexShares ETFs

Important Information: This material is directed to eligible counterparties and professional clients only and is not intended for retail clients. For Asia-Pacific markets, 
it is directed to expert, institutional, professional and wholesale investors only and should not be relied upon by retail clients or investors. For legal and regulatory infor-
mation about our offices and legal entities visit flexshares.com/disclosures. Information contained herein has been obtained from sources believed to be reliable, but its 
accuracy and completeness are not guaranteed. Information is only current as of the date stated and is subject to change without notice. Fund performance data pro-
vided herein should not be relied upon as a basis for investment decisions; performance data may be revised. This information does not constitute a recommendation 
for any investment strategy or product described herein. This information is not intended as investment advice and does not take into account an investor’s individual 
circumstances. The prospectus is available in English and the key investor information document is available in [English, Dutch and German] at www.flexshares.com/
funds. Investing involves risk – no investment strategy or risk management technique can guarantee returns or eliminate risk in any market environment. The Funds 
are sub-funds of FlexShares ICAV which is a regulated collective investment scheme in Ireland under Central Bank of Ireland UCITS regulations. FlexShares Developed 
Markets Low Volatility Climate ESG UCITS ETF (QVFD), FlexShares Developed Markets High Dividend Climate ESG UCITS ETF (QDFD), FlexShares Emerging Markets 
Low Volatility Climate ESG UCITS ETF (QVFE), and FlexShares Emerging Markets High Dividend Climate ESG UCITS ETF (QDFE) are registered for marketing and sales 
in Ireland, United Kingdom, the Netherlands, Germany, Austria, Sweden, Finland and Denmark.
Northern Trust Asset Management is composed of Northern Trust Investments, Inc. Northern Trust Global Investments Limited, Northern Trust Fund Managers (Ireland) 
Limited, Northern Trust Global Investments Japan, K.K, NT Global Advisors, Inc., 50 South Capital Advisors, LLC, Belvedere Advisors LLC and investment personnel of 
The Northern Trust Company of Hong Kong Limited and The Northern Trust Company. © 2021 Northern Trust Corporation. Head Office: 50 South La Salle Street, Chi-
cago, Illinois 60603 U.S.A.
Issued in the United Kingdom by Northern Trust Global Investments Limited. Issued in the EEA by Northern Trust Fund Managers (Ireland) Limited. 
The iSTOXX® Northern Trust Developed Markets High Dividend Climate ESG Index, the iSTOXX® Northern Trust Developed Markets Low Volatility Climate ESG Index, the 
iSTOXX Northern Trust Emerging Markets Low Volatility Climate ESG index and the iSTOXX Northern Trust Emerging Markets High Dividend Climate ESG index are the in-
tellectual properties (including registered trademarks) of STOXX® Limited, Zurich, Switzerland and/or its licensors (“Licensors”), which are used under license. The securities 
based on the Index are in no way sponsored, endorsed, sold or promoted by STOXX® and its Licensors and neither of the Licensors shall have any liability with respect thereto.
Sustainable Finance Regulation (SFDR): Our UCITS Funds have been categorized in accordance with the SFDR categorisation. For more information please visit: 
https://advisors.flexshares.com/euro/sustainable-finance-disclosures-regulation
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By Vitali Kalesnik

Many investors desire to make a strong 
impact on climate change. Today, 
however, because mandatory carbon 

emissions reporting does not exist on a glob-
al scale, the only data available to them are a 
combination of voluntarily reported data and 
data estimated by data providers. 

As my co-authors and I show in Green Data vs. 
Greenwashing: Do Corporate Carbon Emissions 
Data Enable Investors to Mitigate Climate Change? 
estimated data are inadequate substitutes for 
reported data. We find that estimated emissions 
data are 2.4 times less effective than reported 
data in identifying the worst carbon emitters. 

Based on our findings, we are now advocating 
for international mandatory and audited carbon 
emissions disclosure using a standard reporting 
protocol as the most effective means to alleviate 
the inaccuracies in estimated carbon emissions 
data. In the meantime, investors should use their 

influence to encourage companies to voluntarily 
report their emissions.

Moving in the right direction
Fortunately, change appears to be on the horizon 
in the European Union, the region leading the 
world in initiating climate-change regulation. 
On 21 April 2021, the European Commission 
published the Corporate Sustainability Report-
ing Directive (CSRD). 

The CSRD extends the scope of the 2014 Non-
financial Reporting Directive, which currently 
applies in the EU, to propose mandatory reporting 
according to EU sustainability standards as well 
as mandatory audits of reported information. 
The proposed reporting requirements apply to 
all large EU companies and all companies listed 
on EU-regulated exchanges. The proposal is a 
major step forward in improving the accuracy 
of sustainability-related data.

Unfortunately, many countries lack compara-
ble regulation. Until similar regulation is adopted 

in other nations, investors will be constrained by 
imperfect GHG emissions data in their goals of 
meaningfully mitigating global climate change. 

The power of accurate data
Greenhouse gas (GHG) emissions are highly 
concentrated: 71% of GHG emissions since 1988 
are linked to just 100 active fossil fuel producers, 
according to the global environmental-report-
ing nonprofit CDP. Therefore, if investors were 
to have accurate data, their ability to positively 
impact climate change could be substantial. In 
contrast, only 5% of the entire universe of carbon 
emitters is responsible for 80% of total emis-
sions. With accurate emissions data, investor 

Why investors need mandatory 
carbon emissions disclosure

Beyond Beta
Investigating the Smart Beta, Factor & ESG investment revolution

Investors who seek to mitigate climate change must rely on a 
combination of reported and estimated data. Research Affiliates Global 
Advisors research shows these estimated data are poor substitutes for 
reported data. Mandatory reporting is a necessary requirement to ensure 
the data accuracy that investors need to successfully execute climate-
change mitigation through their security selections

Only 5% of the entire universe of carbon emitters is responsible 
for 80% of total emissions. With accurate emissions data, investor 
actions can obviously have a meaningful impact, but without 
accuracy can quickly lose efficacy
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actions can obviously have a meaningful impact, 
but without accuracy can quickly lose efficacy.

Investors can follow two routes in their portfolio 
selection decisions: 1) shift capital from brown to 
green companies or 2) invest in brown companies 
and exert pressure on corporate management to 
adopt greener policies. With both policies, howev-
er, investors require accurate data. In the absence 
of mandatory reporting, that needed accuracy 
is compromised. The data providers are not at 
fault, they are doing the best they can with the 
information available to them.

Beware of garbage-in/garbage-out
The saying garbage-in/garbage-out (GIGO) apt-
ly pertains to carbon emissions data. To guard 

Beyond Beta ESG investing

against GIGO, we believe five characteristics 
should apply to GHG emissions-related data. 

The data should be widely available, com-
parable between companies, consistent across 
data providers and accurately reflect true emis-
sions. Lastly, forward-looking information, 
such as emission reduction targets, should 
have predictive power. These five criteria are 
not being attained under the current voluntary 
reporting framework. 

We analysed data from three major carbon data 
providers (anonymously labeled as DPA, DPB, 
and DPC) for the seven-year period 2010–2016. 
Their reported carbon emissions data ranged 
from 47% to 62% of emitting companies based 
on market-capitalisation coverage. They provide 

roughly the same percentage in carbon emissions 
coverage by metric gigatons. In both coverage 
areas, a large gap in reported data must be es-
timated by the data providers.

Today, no universally accepted reporting 
standard for GHG emissions exists. The GHG 
protocol is the most commonly followed stand-
ard but a number of nations have issued their 
own reporting guidelines, muddying the waters 
of data comparability. 

According to the Task Force on Climate-Re-
lated Financial Disclosures (TCFD), in 2018 
only one-third of companies reported their 
GHG emissions following the TCFD’s recom-
mendation to use the GHG protocol. Without a 
universal reporting standard, data comparability 
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is not achievable. To estimate the missing data of 
nonreporting companies, data providers turn to 
proprietary estimation models. Data providers 
typically position their proprietary estimation 
models as being quite sophisticated, leading many 
investors to view the estimated data they produce 
as similar in quality to reported emissions data. 
The reality is that the estimates are a noisy proxy 
of true emissions. They generally rely on broad 
business metrics and industry affiliations, and 

often very simple financial information, such as 
net sales or number of employees. 

We find that simple correlates, such as industry 
and size effects, explain the bulk of the variation 
in the estimated data. Thus, a simple model us-
ing a company’s net sales, industry affiliation, 
country of domicile, and year as fixed variables 
is just as accurate as the data estimated by the 
data providers in our analysis. Failing to capture 
information beyond simple correlates makes 

it much more difficult for investors to identify 
the green companies in brown sectors and can 
lead to counterproductive investor actions in 
mitigating climate change.

At the present time, estimated data fail the 
criterion of reflecting true emissions. We tested 
the effects of using estimated data to identify 
the 5% worst emitters in a universe of 10,000 
companies. With perfect data (reported or es-
timated with an R2 of 100%) an investor would 

BREAKDOWN OF CARBON EMISSIONS FROM PUBLIC COMPANIES BY INDUSTRY, 2010-2016

COMPARISON OF MARKET-CAPITALISATION COVERAGE WITH GHG EMISSIONS, 2010–2016

BREAKDOWN OF CARBON EMISSIONS FROM PUBLIC COMPANIES BY COUNTRY, 2010-2016
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Source: Research Affiliates and University of Augsburg based on anonymised data from GHG emissions data providers.
Note: These figures show cross-sectional averages of Scope 1 and 2 emissions by industry (Panel A) and by country (Panel B) 
over the period 2010–2016. Industries are classified using Thomson Reuters Sector Code. Countries are classified according to 
their ISO 3166 standard. For both panels, a minimum of 10 observations is required to calculate the average. 

Source: Research Affiliates and University of Augsburg based on anonymised data from GHG emissions data providers
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know exactly the 500 worst emitters. With im-
perfect data, an investor must exclude more 
companies from their portfolio to safely remove 
the 500 worst emitters. 

Our paper provides the full details of our ap-
proach. In short, when estimating the accuracy of 
estimated data, we find that by using estimated 
data the number of stocks excluded from a port-
folio is 2.4 times larger (1,190) relative to the 500. 
Thus, the effectiveness of the investor’s desired 
action to mitigate climate change is reduced by 
2.4 times, which we call the inefficiency of using 
estimated emissions.

Forward-looking data shortcomings
Data providers also evaluate a set of forward-look-
ing data, which are theoretically just as important 
as the data on current emissions. Forward-look-
ing information can help investors identify those 
companies driving the transition to a green 
economy and which may perhaps benefit from 
the decarbonisation trend. Conversely, they can 
inform investors about which companies are not 
planning to reduce emissions, and perhaps are 
even planning to increase them. Importantly, 
these data should have forecasting ability for 
future changes in emissions.

SIMULATED DISTRIBUTION OF TRUE 
(UNOBSERVABLE) AND ESTIMATED 
EMISSIONS FOR DIFFERENT LEVELS OF R2
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Our empirical examination of forward-look-
ing emissions estimates found no evidence these 
data offer any useful forecasting insights. The 
lack of predictability is likely driven by the use 
of nonscientifically verified estimation methods. 
Also, much of the data used to derive these esti-
mates may just be “cheap talk” from companies 
engaged in greenwashing. We argue that for-
ward-looking information should be externally 
verified before investors rely on it.

A call for disclosure
Investors play a major role in combatting cli-
mate change and they need high-quality GHG 
data to be effective. Only about half (47%-62%) 
of current emissions data are reported directly 
by companies. 

These data are the highest quality available, 
but still have several drawbacks: reporting is 
voluntary, the reporting standard used is at 
the discretion of the reporting company, and 
reported data are inconsistent across reporting 
companies. The first two concerns contribute 
to potential self-reporting bias. Our research 
finds that forward-looking information has no 
predictive power in explaining future changes 
in emissions.

Our research results also demonstrate that es-
timated GHG data, although capturing most of 
the emissions variation, is inefficient in helping 
investors identify the worst emitters. Investor 
actions are diluted at least 2.4 times when they 
rely on estimated versus reported emissions data. 
The result is inadequacy in investors’ ability to 
identify the green companies in brown sectors. 
We conclude that the implicit assumption that 
estimated data help investors make accurate 
assessments about which companies are green, 
and therefore worthy of their green investing 
dollars, is a misconception. 

In summary, without mandatory reporting 
and standardised reporting practices, GHG data 
are inadequate to accurately guide green invest-
ment toward a positive environmental impact. 
The green sheen that many companies burnish 
themselves with is only possible in a world ab-
sent mandatory reporting. The glare of green 
sheen should be substantially dulled if manda-
tory carbon emissions disclosure were adopted.

Vitali Kalesnik is partner and 
director of research for Europe at 
Research Affiliates Global 
Advisors
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RAYMOND BACKREEDY 
CIO 
SPARROWS CAPITAL

LGIM is addressing a pretty niche investor base 
with this product, but one that may expand as JP 
Morgan adds Indian bonds to its GBI-EM indices. 
TIGR currently comprises of 14 INR denominated 

Indian Government Bonds with tenors ranging from three to 29 years, 
all of which have been made accessible to foreign investors. Portfolio 
duration (which strangely doesn’t seem to be published by LGIM) is 
low, although the portfolio is significantly barbelled, with maturities 
heavily clustered in the 2024-2030 and 2049-2050 ranges. The short end, 
which represents around three quarters of the portfolio, is essentially a 
currency play, while the long end is largely a play on domestic interest 
rates. Investors should take this construction into account in their risk 
assessment. In the short term TIGR is an index inclusion play and should 
see demand. We will need to see whether investors want to get quite so 
granular in their holdings over the longer term.

ANDREW LIMBERIS 
INVESTMENT MANAGER 
OMBA ADVISORY & INVESTMENTS

This is a really interesting launch and hopefully 
being first to market will pay off for LGIM. The 
attraction is two-fold: first, yields over 6% at a 
reasonable duration (six to seven years); second, 

the opportunity to have exposure to a market which currently has very 
low foreign ownership but with an expectation of this changing in years 
to come. While it is too simplistic to brand this opportunity as the next 
China bonds, parallels can be drawn and there are many good reasons 
to be interested. The key risk lies in the Indian rupee and here, investors 
need to make an important call on the Fed, rates and inflation.

ALLAN LANE 
FOUNDER AND CEO 
ALGO-CHAIN

 LGIM has shown a knack in delivering 
innovative ETFs which on this occasion is the 
first to offer exposure to Indian government 
bonds in their local currency. Given that India 

is considered a future superpower, it is surprising that no other 
similar products exist in the market today. As an investor, innovation 
counts for nothing, instead what matters is the suitability of that ETF 
for inclusion in their portfolio. The good news is the index tracked 
provides a yield of about 6%, the bad news is it introduces currency 
risk. Over the past decade though, the Indian rupee has depreciated 
against the US dollar by about 50%, so do the sums.  If the net yield 
after factoring in foreign currency is circa 3% on a duration of six 
years, I think most managers would buy into that proposition. What 
tips the balance into the buy camp is the fact that this ETF provides an 
extra source of diversification to one’s portfolio.

ANDREW POTTIE 
SENIOR FIXED INCOME PORTFOLIO MANAGER 
TITAN ASSET MANAGEMENT

TIGR offers investors liquid access to, what we 
expect to be, the next big story in fixed income 
index inclusion. Furthermore, the current 
yield compensation per unit of duration, given 

India’s credit rating, makes this ETF very attractive. Time will tell 
whether the low correlation of India’s local currency government 
bond market to other emerging bond markets results from the low 
foreign ownership, which is likely to increase, or if this position truly 
provides diversification within a portfolio. We look forward to it 
growing to a suitable size.

ETF Buyers Club Product Panel

Product  Panel Procure’s space 
ETF hits Europe

Last month, UK asset manager Legal & General Investment Management (LGIM) 
launched a strategy that offers exposure to a segment of the market investors could 
not previously access. Indian local currency government bonds is still a niche area of 
the fixed income market but is starting to develop rapidly and is set to be added to 
JP Morgan’s wider emerging market index in 2022

Product Panel

L&G  
India INR Government  
Bond UCITS ETF

The Verdict?

The Verdict?

The Verdict?

The Verdict?

Buy

BuyBuy

STAT ATTACK
Ticker: TIGRLaunch date: 28 OctoberIndex: JP Morgan India Government Fully Accessible Route (FAR) Bonds index

TER: 0.39%

No Buy
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PETER SLEEP 
SENIOR INVESTMENT MANAGEMENT 
7IM

The LAM Sun Zyfin India Sovereign Enterprise 
Bond UCITS ETF was the first European ETF 
to offer exposure to local currency bonds 
backed by the Indian government. The Zyfin 

ETF was launched in 2016 but it closed after only a year. Strictly, 
Zyfin did not invest directly in government bonds like TIGR but it 
was very similar economically, with ultimately the difference being 
the ETF issuer’s name recognition and distribution. I am not sure the 
market has moved that much in the last five years but LGIM has deep 
pockets and a large emerging markets local tracking business, which 
should reassure investors and may enable it to gain traction.

BEN SEAGER-SCOTT 
HEAD OF MULTI-ASSET FUNDS 
TILNEY SMITH & WILLIAMSON

There is growing interest in emerging market debt 
as an asset class, especially local currency debt 
where asset prices tend to be sensitive to local 
monetary policy conditions rather than policy set 

by the Fed. There is naturally growing appetite in having more targeted 
options so TIGR – which is physically-replicating, so more retail friendly 
– provides a good solution for those seeking exposure to local currency 
Indian government bonds. The cost at 0.39% may seem high to some but I 
would say is pretty fair given the targeted exposure. While it is not an area 
that I am looking to allocate to at the moment, I would be happy to have it 
in the toolbox to gain exposure to this market should the need arise.

ETF Buyers Club Product Panel

The Verdict? The Verdict? BuyNo Buy
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Looking to countries with more non-state-
owned enterprises could be one option 
for investors, while some predict that 

megatrends such as robotics and automation 
could well make emerging markets obsolete in 
the coming years. This roundtable will explore 
the different ways funds buyers are using ETFs 
to get exposure to emerging markets, and where 
they see long-term growth and short-term plays.

Chair: What are the key considerations when 
investing in emerging markets?
Gupta: For an investor, it is a higher risk spread 

on a higher risk spectrum. Factors to consider 
include economic risk, political risk, as well as 
currency risk, but there are also diversification 
benefits. When you add that exposure to a global 
portfolio you tend to reduce your overall risk. 

Differences in state ownership is also some-
thing that comes up a lot. In emerging markets, 
you have a very high prevalence of companies 
held by the state or by a fund that is owned by 
the state, and there are many layers of owner-
ship to peel through. I would also say emerging 
markets tend to be high-dividend-paying stocks. 
Holland: One risk to mention is liquidity risk. 

These are less developed markets as well as 
less developed countries, so you will see who 
is swimming naked when the tide goes out. It 
means you must have your eyes open when the 
liquidity is good, as it is much less visible.
Leiper: I don’t look at it as emerging markets 
versus developed markets, per se. I’m a strong 
believer in cycles, and depending on where we 
are in the cycle, these are the emerging markets 
that we think could do better or worse. In No-
vember 2020, the two main investments that we 
highlighted were Russia and Brazil. Russia we 
found particularly compelling because we felt 
that political risk was only going to subside at 
the time, and we like the energy trade, which 
Russia is obviously exposed to.
Perera: We have been bound by what the index 
providers are telling us are emerging markets. 
For example, the gross domestic product (GDP) 
per capita of Taiwan – an emerging market – is 
halfway between Australia and Germany, while 
the GDP per capita of South Korea is the same 
as Japan. So, the definition of emerging markets 
from that perspective is not very clear. Curren-
cies are also a big issue. Talking about Russia, in 
local currency terms, the returns are astronom-
ical, but once you take them back to US dollars, 
they are a little bit more mundane.
Leitao: I think you need to understand what you 
are buying. When it comes to index providers 
constructing these indices, it is not obvious why 

The regulatory crackdown in China has concerned investors greatly 
over the last few months, with flows into emerging markets ex-China 
ETFs picking up sharply over the third quarter of this year. In addition, 
inflationary concerns have left a lot for investors to unpack, with many 
looking to redefine the way they approach the market

 Event review
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tory crackdown emanating in China. One of 
our portfolios provides exposure to non-state-
owned enterprises. 

We believe this strategy aims to provide 
investors with long-term growth opportunity 
within EM; however, performance appears to 

be shrouded by the clean-up act taking place 
in China.
Holland: We have not enjoyed it, and China 
has been a bit of a conundrum for a few years 
now. On the one hand, it is reportedly opening 
capital markets, but on the other hand, crack-
ing down. I take on board the idea of backing 
individual countries, but there is something 
about the diversification of having a broader 
index that allows you to not have to get it right 
all the time. We’ve not tried to rebuild our po-
sition in China as it has drifted lower in our 
portfolios, because something is going on that 
we do not understand.
Perera: I am not sure that the word ‘crackdown’ 
is appropriate. There have always been restric-
tions to investing in China, and anything to do 
with internet data is something China tries to 
control. The Chinese Communist Party (CCP) 
is telling you what they want the country to look 
like, and it is possible to invest in these areas 
and do reasonably well. We are positioned less 
granularly, with managers who are selecting in-

“I don’t look at it as emerging 
markets versus developed 
markets, per se. I’m a strong 
believer in cycles, and 
depending on where we are 
in the cycle, these are the 
emerging markets that we 
think could do better or worse”
John Leiper,  
Titan Asset Management

South Korea is lumped in with emerging mar-
kets. It is important to understand volatility as 
a function of whether it is exposed to a global 
supply chain and how high it is on that supply 
chain because this can be a boon or risk depend-
ing on the headwind.

Chair: What are the advantages of having 
broad exposure, and how has the China 
crackdown impacted your positioning?
Gupta: It boils down to where we are in the cy-
cle. On reflecting on three of our well-known 
emerging markets ETFs, the one doing best is 
geared to high-dividend-paying stocks with 
a geographic tilt to the commodity exporters 
such as Russia and Latin America. 

When you compare that portfolio to MSCI 
Emerging Markets, it has a much lower allo-
cation to China. The regulatory crackdown in 
China is not just tech, it has now grown across 
the private sector. Like 2018, we are witnessing 
a flight to quality within emerging markets into 
state-owned enterprises owing to the regula-
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dividual stocks across Asia. Of all the markets 
in the world, China is by far the biggest growth 
market. If you want value, you have to get away 
from China; you must go to other parts of the 
emerging world.
Leiper: The recent economic slowdown and 
regulatory crackdown means certain pock-
ets within the Chinese equity market are now 
cheap relative to the rest of the emerging mar-
kets space. The problem is, we do not yet know 
if we are through the worst of it. What made 

China stand out relative to other emerging 
markets last year is it didn’t go down the route 
of large-scale policy easing, at least not to the 
same extent as other key global economies. 
President Xi is taking steps towards making 
the renminbi the next global reserve curren-
cy, and I am entirely confident it will happen, 
while Chinese government bonds are going 
to become a much larger part of global fixed 
income indices. These goals are consistent 
with President Xi Jinping’s long-term strategic 

vision, but that long-term potential is offset by 
the potential for short-term [economic] pain. 

Chair: Are we through the worst of the sell-
off in China?
Gupta: The clean-up is essentially a reorganisa-
tion of China’s dependence on real estate into 
technology, agriculture and energy, and this 
process is likely to take longer than investors 
anticipate. There are four separate elements to 
the current sell-off in China: Firstly, the self-in-
duced crackdown on credit; the second is the hit 
to the small and medium enterprises, employing 
80% of China’s workforce; thirdly, China’s pow-
er shortage; and lastly, the assertion of CCP’s 

“Sometimes it is easy to forget the nature of Chinese local investors. 
It is a short-term game and they are not in it for anything other than 
to get in and out, which is very different from the US stock market 
retail investors and very different from the way that we would 
approach a Chinese stock market”
Brad Holland, Nutmeg
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of growth which outshines the minor tickdowns 
we have seen over the last quarter. People who 
got convinced post-Trump trade war finally made 
an allocation but were a bit late to the party, and 
they are not so prepared to sell-off. 

Chair: Is Evergrande the new Lehman Brothers?
Gupta: In the Chinese bond markets you are 
seeing yields rise, and it is reflecting that most 
of these bonds are close to default. Ultimately, 
it is more of a sentiment play, and the Beijing 
government has taken its time to alleviate fear 
among market participants. The key thing is how 
this is going to impact the US dollar investors and 
the offshore US dollar bond buyers. 

Perera: Lehman was obviously a mistake, but 
it was also a factor of free markets and an open 
economy where you do not want to or cannot 
control everything. China can control things 
down to a very granular level if they wish. The 
whole idea is how much economic pain are they 
going to want to inflict on rogue construction 
companies that do not behave, versus how to 
stabilise the whole real estate market. China is 
trying to move away from exports and real es-
tate investment and towards the consumer and 
domestically-driven policies, so it may work out. 
Holland: Sometimes it is easy to forget the 
nature of Chinese local investors. It is a short-
term game and they are not in it for anything 

ideology to prevent the disorderly expansion of 
capital. The key question is, at what point will 
China’s slowdown get so unmanageable that it 
forces the Chinese authorities to throw in the 
towel and start to stimulate the economy? 
Perera: It’s not simply a Chinese problem. We 
have a similar sort of problem across the whole 
developed world due to supply constraints, and 
that the traditional monetary fiscal policy no 
longer works the way that it was working. China 
has the advantage of no consumer price inflation 
the way we have it in the West. 
Leitao: If you look over the last quarter, there 
has been a sell-off in China ETFs, but over the 
last two to three years, it has been a strong rate 

Events & Data Roundtable
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other than to get in and out, which is very dif-
ferent from the US stock market retail inves-
tors and very different from the way that we 
would approach a Chinese stock market. It is 
symptomatic of a much bigger problem, and 
local governments cannot necessarily control 
them as they might want. What they are do-
ing well is trying to answer this decades-old 
problem of growing the consumer economy 
and that is the right direction, but they have a 
lot of problems ahead.
Leitao: A larger takeaway from all of this is 
that the CCP wants to build China. They want 
it done right, though. They don’t mind short-
term fluctuations but in the long term, they 
want it done right.

Chair: We have mentioned granularity. Are 
people moving towards country-specific 
ETFs in emerging markets?
Leitao: As far as country-specific flows, there 
are some investors, but as a broad trend, no. 
Regarding regional allocations, there is more 
of a preference for general emerging markets 
as opposed to Asia ex-China or emerging mar-
kets ex-China. The popular trade is in India, but 
it is one of the most expensive equity markets 
right now. 
Leiper: We have a position in Russia, which we 
put on this time last year. It has outperformed 
the broader emerging markets index by about 
50% since inception. I am looking to take profit 
on that. It depends on what happens to energy 
prices and how inflation plays out. 

We have had a position in Taiwan for two years, 
through the iShares MSCI Taiwan UCITS ETF 
(ITWN), which is 32% Taiwan Semiconductor 
Manufacturing Company, which has also per-
formed exceptionally well given the semicon-
ductor shortage, and we also have a position in 
an emerging markets social responsible invest-
ments (SRI) ETF. 

Buying Chinese tech companies at these val-
uations, leaving them for 20 to 30 years, letting 
the rural to urban migration play out and then 
the internet penetrations pick up, could be a 
great trade, but I do remain wary of the clear and 
present headwinds mentioned earlier. 

Perera: Brazil and Russia are clear natural re-
sources plays, and there are times in the cycle 
when you want to play these sectors. When it 
comes to a longer-term, more structural, more 
secular growth, LATAM has been mis-sold to 
us as the new India. I am still very comfortable 
with Asia, and regardless of what you think of 
China, it has a massive influence on the rest of 
the region.
Gupta: In emerging markets, we are starting to 
see value outperform versus growth. One of our 
best-performing ETFs has been the high-divi-
dend-paying small caps, but right now we believe 
investors should be positioned in the commodity 
exporters because of the inflation story, supply 
bottlenecks and higher commodity prices. 

The third strategy positioned to outperform 
over the long run is non-state-owned enterprises 
(non-SOEs). WisdomTree believes the risk that 
SOEs have on a portfolio is often overlooked. 
Our academic research shows that comparing 
EM stocks that have less than 20% ownership by 
the government versus EM stocks that have more 
than 20% government ownership has shown a 
clear outperformance – in performance, quality 
metrics and lower leverage. It also gives you a 
natural tilt towards environmental, social and 
governance (ESG) investing. 
Holland: We are increasingly seeing emerging 
markets through an ESG lens, so we would be 
interested in looking at a non-SOE ETF. With an 
SRI filter, you get businesses who consider the 
full cost of doing business, and when liquidity 
dries up it is only the good businesses that are 
going to be left standing. 

Chair: What does the future hold for 
emerging markets equities?
Holland: China and Brazil only see 30% of their 
revenue come from outside emerging markets, 
so to be excited about emerging markets eq-
uities you need to be happy with the health of 
emerging markets countries, and COVID-19 still 
raises challenges there. It will be interesting to 
see where Taiwan goes because it will be a real 
lightning rod for the next 10 years.
Perera: There has been a lot of talk about revers-
ing globalisation but we haven’t seen it yet. No 

“In emerging markets, we are starting to see value outperform 
versus growth. One of our best-performing ETFs has been the 
high-dividend-paying small caps, but right now we believe 
investors should be positioned in the commodity exporters 
because of the inflation story, supply bottlenecks and higher 
commodity prices”
Aneeka Gupta, WisdomTree

Events & Data Roundtable



WINTER 2021 | ETF INSIDER 45 
 

Events & Data Roundtable



46  ETF INSIDER | WINTER 2021

Events & Data Roundtable



WINTER 2021 | ETF INSIDER 47 
 

matter what, there is nowhere that can fill that 
gigantic manufacturing gap that would be left 
in China. What is likely to happen is people are 
going to move towards automation and robot-
ics, reducing the dependence on China without 
necessarily having to incur huge additional 
costs. That means moving out of emerging 
markets more towards the developed world. 
Therefore, it is going to be theme orientated, 
not country orientated. 
Leiper: We see it like this too. Megatrends are 
going to shape society, culture and the econ-
omy over the long run, and I think there’s a 
very clear case to be made for these kinds of 
thematic ETFs that tap into that. I’m sure from 
a flows perspective there is a lot of money flow-
ing into that space. 
Perera: The big issue is when people are look-
ing at the future of the world and asking, who 
is going to win, the US or China? China has a 
lot of advantages but what the US is extremely 
strong at is allocating capital, because the cap-
ital markets do it and they do it very efficiently. 
Gupta: If an investor wants to be insulated 
amidst the current rising rate environment, 
and is looking to gain exposure to emerging 
markets, high-dividend-paying, commodi-
ty-tilted exporters provide the most attractive 
opportunity. But if somebody wants exposure to 
growth over the long run, non-SOEs are where 
the opportunity is. In that strategy, an investor 
would have a lower exposure to the old economy 
sectors and a much higher exposure new econ-
omy sectors versus other funds. … It also ties in 
very closely with the ongoing transition from 
old energy to new energy. The current energy 
crisis has sent a clear message: governments are 
committed to the energy transition, but they’re 
not yet committed enough.

Chair: Finally, where are you looking 
to allocate in emerging markets going 
forward?
Gupta: The pandemic has brought out a very 
important fundamental difference between 
emerging markets and developed markets: the 
way governments are run, medical systems, and 
the capability of governments to quickly try to 
protect their economies. Emerging markets have 

been very vulnerable and right now they are at-
tractively priced. There is still a lot of negative 
sentiment emanating from the COVID pandemic 
in addition to headwinds from China. The long-
term growth prospects of emerging markets are 
strong, and it will catch up to develop markets.
Holland: We are having a long think about the 
space and about everything that has changed. 
There is no harm in being cautious about that. 
There are other ways to play commodities in 
emerging markets – the UK for example. You 
can get exposure to global trade in other ways, 
but clearly, emerging markets are a big part of 
the future growth story. 
Leitao: A product targeting non-SOEs makes 
a lot of sense, especially for someone who 
doesn’t have the resources to drill down into 
every individual country. When an investor 
is thinking about ESG, they sometimes think, 
is this political risk? So from that perspective, 
it is a well-thought-out product. Elsewhere, 
growth is in India and value is not necessarily 
in China, even though it sold off. 
Perera: It depends on your time horizon. If you 
have a more immediate time horizon, then I 
agree that you should have much more of a 
commodity push. But I think, if you’re looking 
for the longer run, where is the growth coming 
from? It is the places that create new things like 
the West Coast of America and the east of Asia. 
Some of these will be called emerging markets 
and some are developed markets. The distinc-
tion is not going to be relevant, and some of 
the thematic ideas that we’ve been discussing 
may make sense more than simply going to the 
countries and the regions.
Leiper: I agree about emerging markets, it is 
such a catch-all phrase. Our view is that fun-
damental analysis, combined with technical 
analysis, allows us to invest in the most attrac-
tive investment opportunities in the highly 
volatile areas which may be called emerging 
markets. In EM, the value trade is still on and 
we also like commodity exposure. I would be 
wary rushing into China today, because I think 
it is like catching a falling knife, but I do think 
valuations have come down a lot, and over a 
long-term horizon it represents a potentially 
attractive entry point.

“If you have a more immediate time horizon, then I agree that 
you should have much more of a commodity push. But I think, 
if you’re looking for the longer run, where is the growth coming 
from? It is the places that create new things like the West Coast of 
America and the east of Asia”
Michel Perera, Canaccord Genuity Wealth Management 
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ESG assets under management soared 
to $1.7trn at the end of 2020 and inves-
tors have been hit with unforseen chal-

lenges as a result. ETF Stream’s Big Call: ESG 
Investors Forum tackled many of these issues, 
including the need for more coherent data and 
global alignment of regulation in a bid to stamp 
out greenwashing, while attempting to dispel 
some of the myths that have come to shape 
how investos appraoch sustainable investing. 

Outlining some of the important lessons learned 
in Glasgow, Beata Bienkowska, deputy research 
lead at the Transition Pathway Initiative, kicked 
off proceedings with an update on how companies 
are aligning to the 1.5°C and net-zero targets, but 
raised concerns around the potential for green-
washing due to poor measurement mechanisms.

The complex issue of data was also tackled 
by Vitali Kalesnik, head of research,  Europe 
at Research Affiliates, in the first workshop of 
the day. He shared the findings of his research 
paper Green Data or Greenwashing? Do Corpo-
rate Carbon Emissions Data Enable Investors to 
Mitigate Climate Change?, analysing the role 
data third-party data providers play in helping 
investors assess low carbon companies. It found 
there was no evidence these data providers could 

accurately predict future changes in emissions, 
and questioned their ability to find “green com-
panies in brown sectors”.

“The logic that goes into calculating this data 
are flawed. Investors need data providers to look 
at the actual investments firms drill in to. That 
could be their different types of the firms’ facili-
ties and what emissions are associated with these 
types of investments,” Kalesnik said.

The ambiguities of being able to define ESG 
were also picked up in the subsequent panel, who 
were discussing whether ESG can be defined as 
a factor, much like value or volatility. John Leiper, 
CIO at Titan Asset Management, said ESG could 
be considered more of a theme, and that it does not 
hold a long enough track record or a clear enough 
definition to be considered a factor. However, Paris 
Jordan, multi-asset analyst at Waverton Investment 
Management, argued this will change as the space 
evolves: “It might be a factor that is not static. I have 
started to see that, with the product availability 
in the market, there are some ESG value ETFs.”

Hiten Savani, portfolio manager for equities at 
Fidelity International, added it is not something 
that can so easily be defined as a factor, noting 
brokers and analysts have different ways of meas-
uring value: “Everybody does it differently, and 
in that way, value is in the eye of the beholder. I 
think ESG to some extent has to be the same.”

Cutting through the noise
The age-old active versus passive debate is no 
more prevalent than in the ESG space, and our 
next panel discussed whether it is even possible 
to invest sustainably without being able to engage 
fully with the companies you own. Matt Brennan, 
head of investment management at AJ Bell, said 
a passive or rules-based ESG approach gives you 
a clear set of exclusion values.

However, Fred Kooij, CIO of Tribe Impact 
Capital, said that an ESG approach is not enough 
on its own and that it was important for it not to 
become a box-ticking exercise. Gregg Guerin, 
senior product specialist at First Trust, said it 

As investors paused for breath following the COP26 Climate Summit in 
Glasgow, attendees at ETF Stream’s Big Call: ESG Investors Forum event 
got a chance to reflect on the huge role asset management will play in 
helping the world transition to a low carbon economy

 Event review: Big Call

ESG Investors Forum 2021: How 
to navigate the ESG landscape

Events & Data Big Call Review

“The logic that goes into 
calculating this data are flawed. 
Investors need data providers to 
look at the actual investments 
firms drill in to. That could be 
their different types of the firms’ 
facilities and what emissions are 
associated with these types of 
investments”
Vitali Kalesnik, Research Affiliates
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views ESG not as a driver of performance but as 
a mitigator of risk. He said through First Trust’s 
factor-based model of six rules including value, 
momentum, size, dividend yield, quality and low 
volatility it can “cut through a lot of the noise”.

In a bid to dispel some of the myths in ESG, 
Stuart Kirk, head of responsible investment at 
HSBC Asset Management, said investors need 
to sift through the “nonsense” in ESG to under-
stand why your clients are investing and whether 
investment teams are integrating ESG factors 
as they say they are. 

“Do your clients invest in ESG to boost risk 
adjusted returns? Or are people investing in ESG 
because they want to help the world or because 
they have sustainability-based outcomes that 
they want to achieve? Or a little bit of both? It 
sounds like an obvious question, but these two 
things get mixed up a lot, and the fact that they 
get conflated causes a lot of headaches.”

Brendan Ashe, head of ETFs at HSBC, said 
there is always likely to be trade-offs in this sit-
uation. In a panel discussing how ESG can be 
positioned in a multi-asset portfolio through an 
ETF, Ashe said: “If you are facing particular ques-
tions around sector concentration or volatility, 

you need to decide whether your future expect-
ed returns or ESG strategy is more important.” 

One way of determining this, according to 
Ciara O’Leary, partner at Dechert, is by using 
the Sustainable Finance Disclosure Regulations 
(SFDR) to determine what your investors are hop-
ing to achieve through their investments. “You 

need to know what your investors care about in 
terms of Articles 6, 8 and 9, how sophisticated 
they are, their understanding of the reporting 
of the data themselves and how alive the data 
issues are,” she said.

SFDR has come under criticism from Sandro 
Pierri, CEO of BNP Paribas Asset Management, 
who said that different interpretations of the 
rules could increase the risk of greenwashing 
and create “confusion risk” for investors. 

Speaking on a panel looking at the impact of 
climate ETFs, Isabelle Bourcier, head of quan-
titative and index at BNP Paribas Asset Man-
agement, said the Paris Aligned Benchmark 
(PAB) and the Climate Transition Benchmark 
(CTB) are much more precise in terms of their 
objectives than SFDR. 

Patrick Thomas, head of ESG investments at 
Canaccord Genuity Wealth Management, add-
ed: “SFDR is a useful toolkit in terms of shifting 
capital from an old way of investing to a way that 
is actively invested in climate solutions. It is not 
perfect, but if you use it as a framework to pick 
ETFs, investors will get where they need to go.”

Room for innovation
An area that SFDR has not cleared up is the abil-
ity for ESG ETFs to be part of securities lending 
programmes. James McManus, CIO of Nutmeg, 
said such programmes play an important role 
in the ESG ecosystem due to its price discovery 
role, but that SFDR has provided no clear red or 
green light on whether investors can do so. One 
area that has seen growth and innovation in the 
ESG space recently is fixed income. 

Having lagged far behind equities in its up-
take in ESG, fixed income ETFs have made up 
considerable ground throughout 2021. The asset 
class pulled in €13.4bn as at the end of August, 
versus €12.2bn for vanilla strategies, according 
to data from Bloomberg Intelligence.

However, it still faces significant challenges, 
particularly in the sovereign space. Andrew 
Walsh, head of ETF and index fund sales at UBS 
Asset Management, highlighted issues rating 
individual countries: “Because the US has the 
death penalty in some states, does that mean it 
should be excluded from the global benchmark?” 

In an audience poll, which asked whether 
it was possible to successfully integrate ESG 
and fixed income, 60% said it was, while 40% 
thought it was not possible. 

Another area that needs some product innova-
tion is the ‘social’ aspect of the ESG, according 
to Sebastian Schiele, head of passive mandate 
sales EMEA and APAC at DWS, who argued 
COVID-19 has placed the social pillar to the 
front and centre of investors’ minds.

He added DWS is working with index providers 
to “provide and create more bespoke and thematic 
benchmarks” that focus on the ‘S’ pillar.

Events & Data Big Call Review

“SFDR is a useful toolkit in 
terms of shifting capital from 
an old way of investing to a 
way that is actively invested 
in climate solutions. It is not 
perfect, but if you use it as 
a framework to pick ETFs, 
investors will get where they 
need to go”
Patrick Thomas, Canaccord Genuity 
Wealth Management
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 ETF Data Dashboard

Data dashboard: October
Clean energy strategies were among the best performing ETFs in October as all eyes turned 
towards Glasgow, where 197 countries hit the negotiating table to discuss the possibility of a 
new pact, in the most important climate summit since the Paris Agreement was signed in 2015. 
Meanwhile, Brazil ETFs were among the worst performing strategies as coronavirus continued 
weigh on regional sentiment.

iShares Core S&P 500  CSP1 1698.2

iShares Edge MSCI USA Quality Factor  IUQF 1354.3

iShares Core MSCI World   SWDA 1203.9

Deka MSCI USA Climate Change ESG  D6RQ 616.1

FinEx USA  FXUS 379.5

iShares MSCI World SRI  SGWS 372.1

VanEck Vector Sustainable World Equal Weight TSGB 361.6

iShares MSCI Eur Consumer Discretionary Sector ESIC 312.5

iShares MSCI ACWI   SSAC 308.9

KraneShares CSI China Internet  KWEB 304.9

iShares Core € Corp Bond  IEAH -757.3

Xtrackers MSCI World  XWLD -646.1

HSBC S&P 500  HSPX -529.5

iShares J.P. Morgan $ EM Bond  EMHG -357.1

Vanguard FTSE 250  VMIG -317.7

PIMCO US Dollar Short Maturity Source  MINT -308.9

iShares China CNY Bond  CNYB -268.6

Amundi MSCI Europe Quality Factor  QCEU -262.7

Xtrackers USD Corporate Bond  XDGU -257.6

Lyxor MSCI USA ESG  USAL -256.3

TOP PERFORMANCE Ticker Return

OUTFLOWSINFLOWS
Ticker

Ticker

TickerName

Name

NameInflows ($m)

Date launched

Outflows ($m)

WisdomTree Enhanced Commodity ex-Agriculture UCITS ETF USD WXAG 11-Oct

BNP Paribas Easy Low Carbon 100 Eurozone PAB UCITS ETF  LCEZ 12-Oct

Invesco Nasdaq-100 ESG UCITS ETF NESG 27-Oct

L&G India INR Government Bond UCITS ETF  TIGR 28-Oct

NEW  
LISTINGS

Data provided by

TOP 10 BEST PERFORMING ETFS  

VanEck Vectors Digital Assets Equity    DAGB  29.48%

First Trust Nasdaq Clean Edge Green Energy    QCLN  23.65%

Invesco Solar Energy    RAYS  23.21%

VanEck Vectors Hydrogen Economy    HDGB  19.55%

HANetf S&P Global Clean Energy Select HANzero    ZERP  19.07%

Solar Energy     TANP  17.93%

iShares Global Clean Energy    INRG  16.37%

iClima Distributed Renewable Energy    DGEP  15.83%

Xtrackers LPX Private Equity Swap    XLPE  15.19%

Invesco CoinShares Global Blockchain     BCHS  14.60%

TOP 10 WORST PERFORMING ETFS   

Franklin FTSE Brazil  FVUB  -9.55%

iShares MSCI Brazil   IBZL  -9.11%

Xtrackers MSCI Brazil  XMBR  -9.09%

Amundi ETF MSCI Brazil  BRZ  -9.06%

HSBC MSCI Brazil   HBRL  -9.05%

Lyxor MSCI Brazil   RIOL  -8.43%

Tabula Haitong Asia ex-Japan High Yd Corp USD Bond ESG TAHY  -7.75%

Xtrackers MSCI EM Latin America ESG Swap   XMLA  -6.46%

US Global Jets   JETS  -6.04%

Amundi MSCI EM Latin America   ALAG  -5.40%
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ETF Data and Performance
Welcome to the data section of ETF Insider where each month ETF Stream will select a 
section of the ETF ecosystem in Europe. This month, we will display all the ESG ETFs currently 
listed in Europe along with their recent flows and performance.

SIZE FLOWS RETURNS

TICKER/
COUNTRY

AUM
$m

YTD 
$m

Sep 
$m

3 Mth 
$m

YTD 
%

Aug 
%

DEVELOPED EQUITY

IESG GB iShares MSCI Europe SRI 96,763.46 1,231.90 84.52 339.77 16.22% 2.97%

SUUS GB iShares MSCI USA SRI 88,353.74 1,962.69 84.81 366.36 25.54% 6.94%

USRI GB Amundi Index MSCI USA SRI 39,953.10 2,074.01 8.82 313.09 26.67% 7.07%

XESU GB Xtrackers MSCI USA ESG 38,536.35 1,803.74 247.61 638.78 30.33% 6.75%

GPSA GB iShares MSCI USA ESG Screened 36,999.61 1,624.66 61.59 184.63 23.91% 4.14%

EEDG GB iShares MSCI USA Value Factor ESG 30,122.62 2,446.80 59.55 388.96 22.96% 4.07%

ESRG GB Amundi Index MSCI Europe SRI 24,017.37 534.62 157.29 162.38 15.61% 3.17%

XESJ GB Xtrackers MSCI Japan ESG 22,995.23 837.03 65.80 121.59 -0.19% -3.74%

SAUM GB iShares MSCI EMU ESG Screened 20,057.73 525.36 25.94 146.51 13.34% 2.09%

S5SD GB UBS ETF S&P 500 ESG 15,248.64 387.62 117.64 403.03 24.62% 5.18%

SPEP GB Invesco S&P 500 ESG 14,568.32 506.65 94.21 172.97 26.04% 4.75%

MVEA GB iShares Edge MSCI USA Minimum Volatility ESG 12,480.20 1,188.15 -10.66 30.82 18.78% 2.73%

USAL GB Lyxor MSCI USA ESG (DR) 11,804.62 -251.01 -256.27 -256.27 23.25% 3.89%

SAEU GB iShares MSCI Europe ESG Screened 11,530.25 586.15 82.05 239.54 14.24% 2.76%

ESGS GB Invesco MSCI USA ESG Universal Screened 10,580.96 991.29 59.63 93.07 24.14% 4.43%

SUJA GB iShares MSCI Japan SRI 8,316.24 301.85 55.14 128.90 2.21% -3.76%

D6RQ DE Deka MSCI USA Climate Change ESG 7,802.33 1,002.11 616.11 523.69 33.67% 7.56%

SRIE FR BNP Paribas Easy MSCI Europe SRI 7,759.76 324.46 66.83 103.30 24.24% 5.30%

SGJP GB iShares MSCI Japan ESG Screened 7,258.94 697.27 31.72 39.38 2.41% -4.48%

EEUD GB iShares MSCI Europe ESG Enhanced 5,650.28 589.03 80.61 175.07 14.97% 2.76%

JPXG GB Lyxor MSCI Japan ESG Leaders Extra (DR) 5,569.72 NA NA NA 1.93% -4.29%

XZEU GB Xtrackers MSCI Europe ESG 5,087.66 397.97 37.13 123.98 14.72% 2.98%

FUSS GB Fidelity Sustainable Research Enhanced US Equity 4,927.24 383.15 24.12 102.14 21.61% 4.06%

FJPS GB Fidelity Sustainable Research Enhanced Japan Equity 4,340.17 192.27 35.57 58.57 2.49% -4.50%

500X CH SPDR S&P 500 ESG Screened 4,120.88 170.49 23.60 -24.11 23.78% 5.03%

HSUS GB HSBC USA Sustainable Equity 3,794.83 207.70 18.11 45.19 22.55% 3.24%

EKUS FR BNP Paribas Easy MSCI KLD 400 US SRI 3,685.11 -78.12 127.46 143.42 35.25% 9.50%

CG1 GB Amundi DAX 50 ESG 3,616.16 118.63 59.88 83.54 7.46% 0.73%

IUME NL iShares MSCI USA Momentum Factor ESG 3,326.99 NA 6.56 32.07 8.08% 7.44%

FEUR GB Fidelity Sustainable Research Enhanced Europe Equity 3,319.62 328.32 32.50 122.23 15.63% 3.06%

EEJG GB iShares MSCI Japan ESG Enhanced 3,225.78 303.74 13.46 74.84 0.36% -4.43%

LESU GB Lyxor MSCI USA ESG Leaders Extra (DR) 2,774.33 NA NA NA 28.78% 5.98%

Data provided by
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SIZE FLOWS RETURNS

TICKER/
COUNTRY

AUM
$m

YTD 
$m

Sep 
$m

3 Mth 
$m

YTD 
%

Aug 
%

D6RS DE Deka MSCI EMU Climate Change ESG 2,704.62 323.40 20.58 123.33 21.84% 4.19%

D6RT DE Deka MSCI Germany Climate Change ESG 2,497.44 332.74 15.69 123.14 10.71% 2.53%

SRIJ FR BNP Paribas Easy MSCI Japan SRI 2,212.46 -209.61 53.87 -3.86 5.71% -1.84%

ESGE GB Invesco MSCI Europe ESG Universal Screened 1,646.82 134.99 1.55 23.99 14.49% 3.29%

GREAL FR BNP Paribas Easy FTSE EPRA Nareit Developed Europe ex UK Green 1,637.14 90.81 24.23 22.46 12.05% 5.36%

EL45 DE Deka MSCI Japan Climate Change ESG 1,563.10 184.14 39.06 44.98 6.27% -3.18%

E909 DE Lyxor 1 DAX 50 ESG 1,497.18 223.92 -19.43 7.54 13.64% 2.78%

0W9D GB BNP Paribas Easy CAC 40 ESG 1,348.51 -85.36 26.19 21.74 4.23% 2.64%

HSJP GB HSBC Japan Sustainable Equity 1,203.53 94.02 11.82 18.01 4.17% -4.30%

XDNG GB Xtrackers MSCI Japan ESG Screened 1,155.69 187.02 NA -49.20 11.86% -1.09%

JARI GB AMUNDI INDEX MSCI JAPAN SRI 1,005.50 232.30 89.92 104.16 3.75% -4.16%

XRSS GB Xtrackers MSCI USA ESG Screened 1,003.39 -15.65 -51.40 -40.89 23.01% 4.43%

MUSRI FR BNP Paribas Easy - MSCI EMU SRI S-Series 5% Capped 982.16 -39.78 -19.02 -1.01 23.14% 4.23%

D6RR DE Deka MSCI Europe Climate Change ESG 958.93 119.27 9.56 13.88 21.51% 4.99%

600X NL SPDR STOXX Europe 600 ESG Screened 888.75 19.72 2.93 8.88 22.72% 5.05%

FT1K GB AMUNDI MSCI UK IMI SRI 767.05 131.50 4.04 -41.40 9.63% 0.90%

HSEP GB HSBC EUROPE SUSTAINABLE EQUITY 746.82 49.81 4.44 9.13 8.71% 2.71%

SUSJ GB iShares MSCI Japan SRI EUR Hedged 716.55 -54.29 6.82 22.05 5.79% -1.27%

ICFP IT Invesco MSCI Europe ESG Leaders Catholic Principles 598.90 .30 10.96 -19.34 21.33% 3.84%

XASX GB Xtrackers MSCI UK ESG 587.53 12.15 5.36 5.36 8.02% 1.50%

ESJS GB Invesco MSCI Japan ESG Universal Screened 546.15 NA NA 2.24 2.33% -4.37%

SRHE GB AMUNDI INDEX MSCI EMU SRI 506.66 23.19 2.92 7.74

EDIV GB Lyxor S&P Eurozone ESG Dividend Aristocrats (DR) 506.29 NA NA NA -4.80% -0.37%

XEUM GB Xtrackers MSCI Europe ESG Screened 413.50 -6.60 -8.43 -8.43 12.51% 2.38%

SADE DE Amundi MSCI Europe ESG Leaders Select 390.68 43.07 2.13 13.71 21.06% 5.06%

EESG GB Lyxor MSCI EMU ESG Leaders Extra (DR) 379.39 NA NA NA 13.91% 1.97%

UET5 DE UBS ETF EURO STOXX 50 ESG 351.13 36.91 4.17 8.83 20.94% 5.00%

IQJP FR IndexIQ Factors Sustainable Japan Equity 330.41 6.01 6.01 NA 12.07% -1.82%

XZEZ GB Xtrackers MSCI EMU ESG 233.29 NA 5.53 17.02 18.56% 2.41%

JARH DE AMUNDI INDEX MSCI JAPAN SRI 211.11 NA 38.61 45.28 11.37% -0.55%

S5EE GB UBS ETF S&P 500 ESG ELITE 198.64 NA 21.60 21.61 17.16% 4.82%

EXIA DE iShares DAX ESG 190.87 NA NA 3.65 2.60% 3.28%

XMVE IT Xtrackers MSCI EMU ESG Screened 187.57 -70.80 -5.62 -8.63 13.22% 3.49%

FASA GB Invesco FTSE All Share ESG Climate 167.72 NA 26.94 27.00

MVEE GB iShares Edge MSCI Europe Minimum Volatility ESG 163.94 7.83 NA NA 11.13% 2.20%

LDEG GB L&G Quality Equity Dividends ESG Exclusions Europe ex-UK 150.49 NA 2.44 4.97 4.55% 2.22%

CLUS GB Lyxor MSCI USA ESG Climate Transition CTB (DR) 124.49 NA NA NA 23.93% 6.85%

LDUK GB L&G Quality Equity Dividends ESG Exclusions UK 88.92 NA 6.74 7.78 1.15% 0.69%

CLEU GB Lyxor MSCI Europe ESG Climate Transition CTB (DR) 27.39 NA NA NA 14.22% 4.21%

ESEU GB Invesco MSCI Europe ex UK ESG Universal Screened 26.50 NA NA -1.48 12.40% 3.14%

SMUA NL iShares MSCI EMU SRI 24.09 11.48 NA 2.41 5.36% 3.73%

HSUK GB HSBC UK SUSTAINABLE EQUITY 23.43 4.86 NA NA 14.56% 2.24%
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ESGL GB LYXOR MSCI Europe ESG Leaders (DR) 20.44 28.76 -3.19 -1.95 13.76% 2.82%

UKEL GB iShares MSCI UK IMI ESG Leaders 17.55 NA NA 1.51 7.50% 1.73%

SBIU DE Amundi MSCI USA ESG Universal Select 16.17 -.59 NA .59 31.99% 6.43%

UGDV GB SPDR S&P U.S. Dividend Aristocrats ESG 14.21 NA NA .01 3.72% 2.81%

SBIE DE Amundi MSCI Europe ESG Universal Select 14.10 -2.48 NA NA 21.77% 5.08%

JUPI DE Amundi MSCI Japan ESG Universal Select 7.67 NA NA NA 6.60% -2.56%

EEMU DE Invesco MSCI EMU ESG Universal Screened 7.35 NA NA NA 11.51% 4.18%

ZPD9 DE SPDR S&P Euro Dividend Aristocrats ESG 4.79 NA NA NA 2.21% 1.57%

EGRO FR BNP Paribas Easy ESG Growth Europe 4.01 NA NA NA 6.40% 5.41%

JRDE GB JPMorgan Europe Research Enhanced Index Equity ESG 1.69 NA NA NA 3.13% 3.13%

ESGE FR LYXOR MSCI Europe ESG Leaders (DR) NA NA NA NA 21.20% 5.07%

JPESG IT MSCI Japan ESG Universal Low Carbon Select NA NA NA NA 1.95% -2.79%

EUESG CH MSCI EMU ESG Universal Low Carbon Select NA NA NA NA -0.32% 2.98%

MFDD GB Lyxor MSCI EMU ESG (DR) NA NA NA NA 14.04% 2.14%

AW1G DE MSCI Europe ESG Universal Low Carbon Select NA NA NA NA 1.33% 4.94%

USESGA CH MSCI USA ESG Universal Low Carbon Select NA NA NA NA 1.53% 5.38%

GREIT CH CSIF (IE) FTSE EPRA Nareit Developed Green Blue NA NA NA NA 23.90% 5.95%

QVFD GB FlexShares Developed Markets Low Volatility Climate ESG NA NA NA NA 12.63% 2.60%

USESG CH CSIF MSCI USA ESG Leaders Blue NA NA NA NA 28.54% 7.14%

USSMC CH CSIF MSCI USA Small Cap ESG Leaders Blue NA NA NA NA 19.49% 1.93%

DXESG CH CSIF DAX 50 ESG Blue NA NA NA NA 1.75% 2.37%

QDFD GB FlexShares Developed Markets High Dividend Climate ESG NA NA NA NA 12.72% 2.57%

EMUD GB iShares MSCI EMU ESG Enhanced 2,660.15 192.04 11.34 27.80 13.49% 2.08%

IQEE FR IndexIQ Factors Sustainable Europe Equity 763.51 NA NA NA 21.68% 3.84%

DEVELOPED EQUITY CONSUMER DISCRETIONARY

XZEC DE Xtrackers MSCI Europe Consumer Discretionary ESG Screened 17.32 NA NA NA 1.19% 5.92%

XS3R GB Xtrackers MSCI Europe Consumer Staples ESG Screened 735.77 -3.60 NA NA 8.05% 2.75%

DEVELOPED EQUITY ENERGY

XSER GB Xtrackers MSCI Europe Energy ESG Screened 533.31 5.03 NA NA 18.00% 1.23%

DEVELOPED EQUITY FINANCIALS

XS7R GB Xtrackers MSCI Europe Financials ESG Screened 612.84 2.74 -12.05 1.09 28.31% 4.44%

DEVELOPED EQUITY HEALTHCARE

XSDR GB Xtrackers MSCI Europe Health Care ESG Screened 1,274.19 -2.94 NA 1.01 13.40% 3.14%

DEVELOPED EQUITY INDUSTRIALS

XSNR GB Xtrackers MSCI Europe Industrials Services ESG Screened 313.90 -2.28 NA -5.68 15.16% 1.42%

DEVELOPED EQUITY INFORMATION TECHNOLOGY

XS8R GB Xtrackers MSCI Europe Information Technology ESG Screened 581.47 -7.73 NA 1.31 25.92% 3.88%

DEVELOPED EQUITY MATERIALS

XSPR GB Xtrackers MSCI Europe Materials ESG Screened 1,354.83 -343.21 -10.26 -3.39 12.66% 0.29%

DEVELOPED EQUITY TELECOMS

XSKR GB Xtrackers MSCI Europe Communication Services ESG Screened 59.93 -.22 NA .13 4.47% -5.21%

DEVELOPED EQUITY UTILITIES

XS6R GB Xtrackers MSCI Europe Utilities ESG Screened 193.05 -2.72 NA NA -2.48% 6.13%
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DEVELOPED FIXED INCOME

UHYG GB Lyxor ESG USD High Yield (DR) 9,269.26 NA NA NA 2.07% -1.63%

EHYA NL iShares € High Yield Corp Bond ESG 7,573.01 525.86 44.98 109.18 1.30% -0.62%

CLIM GB Lyxor Green Bond (DR) 6,659.20 46.39 -22.03 -1.12 -8.44% -2.10%

SUOP GB iShares $ Corp Bond ESG 5,552.03 290.97 20.35 114.44 1.40% 0.25%

USHY GB Lyxor ESG USD High Yield (DR) 1,265.62 73.18 -6.82 92.03 2.35% -0.30%

EGRI FR Amundi Index Euro Agg SRI 1,011.65 161.04 83.01 94.74 -3.08% -0.60%

EUED DE iShares € Ultrashort Bond ESG 471.98 34.81 11.49 24.45 -0.25% 0.00%

GRON IT iShares € Green Bond 289.72 NA NA 3.43 -0.55% -0.51%

GEMU FR BNP Paribas Easy JPM ESG EMU Government Bond IG 3-5 Y 284.27 NA 3.12 33.56 -0.59% -0.80%

GBNG GB L&G ESG GREEN BOND 163.50 NA NA NA -2.39% -2.09%

USCE NL SPDR Bloomberg SASB U.S. Corporate ESG EUR Hdg 135.36 NA NA 53.00 -0.30% 0.42%

DEVELOPED FIXED INCOME CORPORATE

USCR GB SPDR Bloomberg SASB U.S. Corporate ESG 34,620.73 5,609.58 NA 83.56 -1.50% 0.53%

SUSS GB iShares € Corp Bond 0-3yr ESG 26,876.83 1,574.20 3.30 272.99 -6.39% -1.82%

SUOG GB iShares € Corp Bond SRI 23,749.06 825.69 92.01 278.66 -1.00% -0.71%

XB4F DE Xtrackers II ESG EUR Corporate Bond 15,463.47 825.22 54.28 235.74 -3.30% -0.71%

AFLT FR Amundi Floating Rate USD Corporate ESG 15,376.90 226.99 90.42 137.00 0.25% -0.13%

CBSE GB UBS ETF Bloomberg MSCI Euro Area Liquid Corporates Sustainable 13,652.85 184.43 25.81 -200.40 -8.16% -2.49%

CRPX GB Lyxor ESG Euro- Corporate Bond (DR) 11,365.99 85.91 56.43 109.42 -7.42% -2.36%

AFRHG FR Amundi Floating Rate Euro Corporate ESG 9,394.94 54.88 12.04 77.58 0.26% 0.00%

0E2U GB UBS ETF Bloomberg MSCI US Liquid Corporates Sustainable 7,837.35 109.18 -10.99 -7.25 -2.93% 0.46%

ECRP FR Amundi Index Euro Agg Corporate SRI 7,268.44 178.95 -12.13 17.38 -1.74% -0.75%

DHYG GB iShares $ High Yield Corp Bond ESG 6,637.11 667.04 -32.88 -28.74 -0.40% -0.40%

ECRP3 IT Amundi Index Euro Corporate SRI 0-3 Y 5,357.16 500.10 33.80 260.65 -0.28% -0.20%

AHYE IT Amundi Euro High Yield Bond ESG 4,032.22 90.52 -14.03 25.88 0.57% -0.64%

SJNK IT SPDR Bloomberg SASB U.S. High Yield Corporate ESG 3,929.49 NA NA NA

SRIC FR BNP Paribas Easy - € Corp Bond SRI Fossil Free 3,302.29 267.66 27.73 95.25 -1.66% -0.84%

SRIC5 FR BNP Paribas Easy EUR Corp Bond SRI Fossil Free 3-5Y 2,282.05 296.32 40.53 74.96 -0.68% -0.68%

YIEL GB Lyxor ESG Euro High Yield (DR) 2,129.29 93.16 6.71 32.99 1.03% -0.63%

SGSU GB iShares $ Corp Bond SRI 0-3yr 1,882.52 229.42 10.29 55.40 -0.27% -0.33%

SRIC3 FR BNP Paribas Easy EUR Corp Bond SRI Fossil Free 1-3Y 1,803.13 293.36 9.86 47.57 -0.16% -0.26%

XZE5 GB Xtrackers II ESG EUR Corporate Bond Short Duration 1,524.42 131.23 33.37 76.93 -6.45% -2.06%

CBBB FR Amundi BBB Euro Corporate Investment Grade ESG 1,280.42 -266.31 -10.02 -88.46 -2.50% -0.88%

JNKS GB SPDR Bloomberg SASB U.S. High Yield Corporate ESG 1,154.87 12.03 -21.62 -5.48 3.42% -1.36%

0VUR GB Amundi Euro Corporate Financials ESG 1,081.84 -47.58 NA -4.31 0.00%

SPPR DE SPDR Bloomberg SASB Euro Corporate ESG 795.68 33.39 3.48 14.27 -1.27% -0.83%

USDG GB L&G ESG USD Corporate Bond 644.26 NA -.99 -.98 -0.77% -1.04%

XZBU GB Xtrackers ESG USD Corporate Bond 605.49 39.98 NA 18.37 -2.37% -0.80%

USIX GB LYXOR ESG USD Corporate Bond (DR) 546.91 -83.70 3.28 10.26 -3.66% -0.95%

UCRH DE Amundi Index US Corp SRI 541.84 NA 17.71 25.89 2.41% 0.29%

PLAN GB Lyxor Corporate Green Bond (DR) 471.14 NA 1.17 1.17 -0.82% -0.82%
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XGBB GB Xtrackers USD Corporate Green Bond 405.06 NA -5.33 -.01

ASRG DE BNP Paribas Easy € High Yield SRI Fossil Free 313.28 NA 12.75 28.43 0.72% -0.65%

GBP5 GB L&G ESG GBP Corporate Bond 0-5 Year 255.35 NA 1.37 2.76 -0.97% -0.61%

ECR1 DE Amundi Euro Corp 0-1Y ESG 147.35 NA NA -20.40 -0.26% -0.04%

IGBE GB Invesco GBP Corporate Bond ESG 111.91 7.56 6.85 7.07 -3.77% 0.49%

UHYH GB Invesco USD High Yield Corporate Bond ESG 111.88 NA NA 1.94 -0.31% -0.31%

UESD GB iShares £ Ultrashort Bond ESG 98.91 14.54 4.61 11.71 0.10% 0.10%

UEDA CH iShares $ Ultrashort Bond ESG 19.67 -.20 NA NA

XGBE DE Xtrackers EUR Corporate Green Bond 506.14 NA 4.65 23.84 -2.24% -0.79%

FVUG GB Franklin Liberty Euro Green Bond 1,321.18 104.32 -2.15 6.76 -9.01% -2.36%

EART GB Lyxor Euro Government Green Bond (DR) 517.66 NA 3.50 4.75 -4.62% -1.73%

XCO2 GB Lyxor Green Bond ESG Screened (DR) 207.67 10.15 2.60 2.60 -8.97% -2.13%

FLRG DE Franklin Liberty Euro Green Bond 146.80 NA NA NA -3.12% -0.80%

GEB IT UBS ETF J.P. Morgan EMU Government ESG Liquid Bond 48.51 -4.76 NA NA -3.54% -0.59%

ECBI DE UC MSCI European Green Bond EUR NA NA NA NA -3.28% -0.47%

EMERGING EQUITY

LDAG GB L&G Quality Equity Dividends ESG Exclusions Asia Pacific ex Japan 171.95 NA 1.98 2.17 -1.57% 0.24%

ESPS GB Invesco MSCI Pacific Ex Japan ESG Universal Screened 40.65 NA NA NA 9.59% 3.26%

FPXS GB Fidelity Sustainable Research Enhanced Pacific ex-Japan Equity 4,708.60 305.22 42.06 107.87 8.11% 2.93%

HSXJ GB HSBC Asia Pacific Ex Japan Sustainable Equity 917.46 50.25 5.86 12.04 -1.01% -0.25%

SUES GB iShares MSCI EM SRI 32,881.91 1,386.05 137.46 689.77 2.28% -0.39%

SEGM GB iShares MSCI EM IMI ESG Screened 19,419.39 963.56 56.06 476.25 0.20% -1.03%

XESE GB Xtrackers MSCI Emerging Markets ESG 13,635.94 576.58 NA 153.78 -5.50% 0.47%

EDG2 GB iShares MSCI EM ESG Enhanced 10,673.69 840.86 143.91 340.61 -0.48% -0.74%

SADM DE Amundi MSCI Emerging ESG Leaders 9,571.74 617.37 61.15 180.24 10.09% 0.96%

MSRG GB Amundi Index MSCI Emerging Markets SRI 8,464.18 451.45 46.73 207.38 2.07% -0.56%

ASIL GB Lyxor MSCI China ESG Leaders Extra (DR) 3,443.48 -4.61 3.03 -37.06 -15.66% 1.05%

FEMS GB Fidelity Sustainable Research Enhanced Emerging Markets Equity 2,754.02 228.45 9.60 27.30 -1.99% -0.56%

HSEF GB HSBC Emerging Market Sustainable Equity 1,557.59 77.00 11.65 40.88 0.74% -0.85%

CNSG GB UBS ETF MSCI China ESG Universal 1,424.89 138.75 37.01 49.25 -12.07% 0.84%

LESG GB Lyxor MSCI EM ESG Leaders Extra 1,144.62 NA NA NA 0.07% -0.12%

TWNL GB Lyxor MSCI Semiconductors ESG Filtered 966.40 8.64 -.61 -.61 18.39% -1.34%

ESES GB Invesco MSCI Emerging Markets ESG Universal Screened 616.51 NA 7.68 19.35 1.19% -0.02%

CHINA FR BNP Paribas Easy MSCI China Select SRI S-Series 10% Capped 607.03 NA 20.67 77.30 -0.01% 3.44%

CLEM GB Lyxor MSCI EM ESG Climate Transition CTB 114.98 -74.85 NA NA -0.37% 1.09%

CEBG GB VanEck Vectors New China ESG 73.45 NA 2.04 NA -1.47% -1.47%

SBIZ DE AMUNDI MSCI EMU ESG UNIVERSAL SELECT 49.67 1.37 NA -2.53 20.36% 4.32%

LDME GB L&G Quality Equity Dividends ESG Exclusions Emerging Markets 44.36 NA NA .99 -0.59% -1.72%

SBIM DE Amundi MSCI Emerging ESG Universal Select 34.83 -4.79 -14.34 -13.73 4.10% 0.88%

KESG GB KraneShares MSCI China ESG Leaders 27.19 NA NA NA

SADA GB Amundi Index MSCI EM Asia SRI 25.33 NA NA NA

IQMU FR IndexIQ Factors Sustainable EMU Equity 25.22 NA NA NA 21.86% 3.89%
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MVEM NL iShares Edge MSCI EM Minimum Volatility ESG 20.00 NA NA NA

XSOP GB WisdomTree Emerging Markets ex-State-Owned Enterprises ESG Screened 12.08 NA NA NA -2.03% -0.40%

QDFE NL FlexShares Emerging Markets High Dividend Climate ESG NA NA NA NA -0.18% -0.18%

QVFE NL FlexShares Emerging Markets Low Volatility Climate ESG NA NA NA NA -0.02% -0.02%

XDEX GB Xtrackers MSCI Emerging Markets ESG Screened 184.57 NA NA NA 16.06% 2.75%

EMERGING FIXED INCOME

EMIG GB UBS ETF J.P. Morgan USD EM IG ESG Diversified Bond 1,147.02 17.32 -1.10 9.50 -3.07% -1.66%

EMAG GB L&G ESG Emerging Markets Corporate Bond (USD) 1,943.87 NA 18.61 34.79 -0.29% -2.33%

EMSA GB iShares J.P. Morgan ESG $ EM Bond 10,294.12 356.67 2.23 8.74 -2.89% 0.30%

DRGG GB L&G ESG China CNY Bond 3,403.52 NA 15.61 -29.76 4.70% -1.05%

XQUA GB Xtrackers ESG USD Emerging Markets Bond Quality Weighted 2,269.54 94.07 -14.80 53.06 -2.27% 0.43%

EMDG GB L&G ESG Emerging Markets Government Bond (USD) 0-5 Year 414.80 NA 1.00 2.01 -0.78% -1.52%

FEMP GB Fidelity Sustainable USD EM Bond 546.15 NA 3.18 14.06 1.13% 0.84%

TAHY GB Tabula Haitong Asia ex-Japan High Yield Corp USD Bond ESG 163.77 NA 58.44 NA -6.88% -6.88%

GLOBAL EQUITY

FOGB GB Rize Sustainable Future of Food 3,081.36 NA 19.61 35.76 4.52% -1.77%

FGLS GB Fidelity Sustainable Research Enhanced Global Equity 214.35 -.12 NA NA 19.66% 3.38%

QCLN GB First Trust Nasdaq Clean Edge Green Energy 203.28 23.55 .02 3.89 6.94% 19.72%

XESW GB Xtrackers MSCI World ESG 34,479.09 1,629.82 75.80 457.63 23.60% 5.06%

WATL GB Lyxor MSCI Water ESG Filtered (DR) 22,719.74 1,433.95 1,433.95 1,433.95 21.51% 3.16%

WSRI GB AMUNDI Index MSCI World SRI 17,568.19 658.31 150.27 342.32 21.98% 5.82%

SAWD GB iShares MSCI World ESG Screened 14,245.66 357.10 -113.34 -21.10 19.86% 4.60%

EGMW GB iShares MSCI World ESG Enhanced 13,857.39 565.49 48.52 308.54 19.85% 3.50%

TSGB GB VanEck Vector Sustainable World Equal Weight 6,920.20 538.98 361.61 535.80 14.84% 0.78%

V3AB GB Vanguard ESG Global All Cap 1,653.34 NA 12.48 11.28 11.56% 2.48%

IQSA GB Invesco Quantitative Strategies ESG Global Equity Multi-Factor 1,397.87 39.78 7.45 17.30 20.34% 2.70%

ESGG GB Invesco MSCI World ESG Universal Screened 1,137.39 100.86 3.22 50.58 20.06% 3.63%

HSWO GB HSBC DEVELOPED WORLD SUSTAINABLE EQUITY 878.69 25.87 14.42 14.28 18.38% 2.71%

MILL GB Lyxor MSCI Millennials ESG Filtered (DR) 800.00 NA NA NA 16.18% 0.96%

IQCY GB Lyxor MSCI Smart Cities ESG Filtered (DR) 591.42 NA NA NA 12.75% 3.48%

IWME NL iShares MSCI World Momentum Factor ESG 142.61 NA NA NA

ESGW GB Invesco MSCI World ESG Universal Screened 142.17 NA NA NA 20.33% 5.06%

GENY GB Lyxor MSCI Millennials ESG Filtered (DR) 114.53 1.19 .32 2.36 16.46% 2.35%

IWVE NL iShares MSCI World Value Factor ESG 81.18 NA NA NA

FCSG GB First Trust Global Capital Strength ESG Leaders 14.39 NA -29.19 .52 13.60% 2.55%

LESW GB Lyxor MSCI World ESG Leaders Extra (DR) NA NA NA NA 23.43% 4.57%

RENG GB L&G CLEAN ENERGY 1,302.46 147.07 27.60 33.48 0.99% 7.48%

ELCR GB Lyxor MSCI Future Mobility ESG Filtered (DR) 3,082.46 NA NA NA 27.46% 7.19%

ROAI GB Lyxor MSCI Robotics & AI ESG Filtered 3,955.10 74.56 -19.79 -53.59 17.27% 4.89%

DTEC GB Lyxor MSCI Disruptive Technology ESG Filtered (DR) 3,488.73 NA NA NA 5.82% 2.36%

EBUY GB Lyxor MSCI Digital Economy ESG Filtered (DR) 1,684.76 NA NA NA 11.68% 5.49%

SOFP GB Purpose Enterprise Software ESG-S 50.89 NA .99 2.11 10.35% 6.52%
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SGWS GB iShares MSCI World SRI 53,282.74 1,899.09 372.15 721.79 24.33% 7.15%

XMAW GB Xtrackers MSCI AC World ESG Screened 11,957.38 499.27 70.43 222.90 16.83% 2.80%

AWESGG CH UBS ETF MSCI ACWI ESG Universal Low Carbon Select 5,469.02 1,793.22 -31.50 -95.13 18.34% 3.46%

D6RP DE Deka MSCI World Climate Change ESG 1,747.75 139.40 28.90 73.34 28.62% 5.95%

MVEW GB iShares Edge MSCI World Minimum Volatility ESG 1,551.77 95.46 63.86 76.92 12.04% 1.41%

SADW DE AMUNDI MSCI World ESG Leaders Select 1,451.00 173.02 -8.74 90.08 30.30% 6.46%

UC75 GB UBS ETF S&P Dividend Aristocrats ESG 1,386.77 68.17 3.02 -93.82

BJLE DE BNP Paribas Easy ECPI Global ESG Blue Economy 1,004.69 84.54 5.64 38.23 14.14% 4.89%

CLWD GB Lyxor MSCI World ESG Climate Transition CTB (DR) 982.44 NA NA NA 20.42% 5.53%

XDWY GB Xtrackers MSCI World ESG Screened 692.32 30.59 -11.44 -29.24 9.84% 2.96%

SESP GB Saturna Sustainable ESG Equity HANzero 653.85 NA NA NA 2.10% 1.87%

GCLX GB Invesco Global Clean Energy 502.06 NA -3.63 3.68 -1.01% 9.10%

CATH GB Lyxor MSCI World Catholic Principles ESG (DR) 340.60 NA NA NA 3.17% 4.74%

FLXG GB Franklin LibertyQ Global Equity SRI 186.43 NA NA NA 13.31% 1.72%

ZERP GB HANetf S&P Global Clean Energy Select HANzero 27.86 NA NA .94 5.68% 16.01%

SBIW DE Amundi MSCI World ESG Universal Select 25.03 -4.36 NA NA 27.67% 5.73%

GEDV GB SPDR S&P Global Dividend Aristocrats ESG 12.13 NA NA .01 0.92% 0.91%

DTOP GB Cleaner Living ESG-S 8.37 NA NA NA 8.32% 8.32%

JRDG GB JPMorgan ETFs (Ireland) ICAV - Global Research Enhanced Index Equity (ESG) 1.62 NA NA NA 3.58% 3.58%

WDESG CH CSIF (IE) MSCI World ESG Leaders Blue NA NA NA NA 22.77% 6.21%

WDMVO CH CSIF (IE) MSCI World ESG Leaders Minimum Volatility Blue NA NA NA NA 10.68% 2.54%

INRG GB iShares Global Clean Energy 83,640.23 1,911.64 128.33 113.47 -11.79% 14.83%

ESGP GB AuAg ESG Gold Mining 26.81 NA NA 1.87 -6.15% 9.79%

GLOBAL FIXED INCOME

AEGE DE iShares Global Aggregate Bond ESG 619.63 NA 27.12 109.38 -1.55% -0.22%

AGGE NL iShares Global Aggregate Bond ESG 4.25 NA .27 -42.22 -2.08% -0.06%

MDBG GB UBS ETF Sustainable Development Bank Bonds 9,516.19 813.61 82.43 251.52 -1.62% -0.65%

F5ESG CH UBS ETF SBI Foreign AAA-BBB 5- 10 ESG 1,341.01 8.92 -3.27 1.86 -2.81% -1.69%

F1ESG CH UBS ETF SBI Foreign AAA-BBB 1-5 ESG 1,250.63 19.57 -4.27 .43 -0.44% -0.62%

FSMP GB Fidelity Sustainable Global Corporate Bond Multifactor 738.81 NA NA -22.53 2.46% 0.25%

UBBB IT Amundi Global Corp SRI 1-5 Year 355.17 50.56 -.52 11.25 5.48% -0.24%

GLCO GB UBS ETF Bloomberg MSCI Global Liquid Corporates Sustainable 296.01 23.63 NA 29.75 1.93% 0.23%

IQEC IT IndexIQ Factors Sustainable Corporate Euro Bond 284.72 -3.36 -3.36 NA -1.33% -0.71%

GBPC GB L&G ESG GBP Corporate Bond 282.11 NA NA 1.36 -3.19% 0.36%

V3GS GB Vanguard ESG Global Corporate Bond 124.73 NA 1.24 5.98 0.90% 0.17%

GHYU GB Lyxor Global High Yield Sustainable Exposure 75.03 28.53 .31 13.37 0.69% -1.04%

EGOV GB UBS ETF J.P. Morgan Global Government ESG Liquid Bond 848.23 287.88 4.93 19.52 -6.48% -1.60%

IQEG FR IndexIQ Factors Sustainable Sovereign Euro Bond 432.07 .61 .61 NA -2.97% -0.30%

ASRD DE BNP Paribas Easy JPM ESG EMBI Global Diversified Composite 211.76 NA 5.70 27.79 2.22% 0.02%

GLOBAL MULTI-ASSET

MACG GB BlackRock ESG Multi-Asset Conservative Portfolio 29.51 3.64 1.34 1.99 2.95% 1.05%

MAGG GB BlackRock ESG Multi-Asset Growth Portfolio 179.27 29.54 2.47 12.35 15.03% 3.94%

MAMG GB BlackRock ESG Multi-Asset Moderate Portfolio 101.14 17.00 4.45 7.33 10.10% 3.03%
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