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Introduction

Fund Level Sustainability Analytics

Sustainability data provides financial institutions, corporations, and governments with expansive
insight on business risk, opportunity, and impact as we work towards a sustainable future.

To empower financial institutions to unlock the power of sustainability insights, it is important that
these data points can be associated with the issuers of financial instruments, across various asset
classes. Mapping sustainability data, which is mainly researched at the parent or ultimate parent
level, to subsidiaries provides an important link to equity and fixed income securities. Financial
products, such as mutual funds and exchange traded funds (ETFs), may be analysed based on the
sustainability data of the constituents of an investment vehicle.

This may provide financial institutions with tools to be able to analyse companies and deploy
capital to enable a sustainable future.

It is important to note that these analytical metrics are not intended to be a score or a rating at the
fund or financial security level. The creation of these metrics is systematic, and no expert opinion
is incorporated into aggregation of the underlying sustainability data. It is critical to consider the
underlying data points to complete a holistic assessment of the relevant portfolio companies.

Users of these analytics may choose to create their own methodology using the Portfolio Analytics
tool within S&P Capital 1Q Pro.

Methodology Overview

Financial Instrument Scope

Several assumptions are made in the computation of fund and security level sustainability
analytics, using company level data:

1. Only physical positions are considered, synthetic positions are excluded.

2. Cash Equity and Corporate Fixed Income asset classes are only considered for the analysis
of mutual funds and ETFs.

3. Asubsidiary may inherit or use a sustainability data point from a parent or ultimate parent
company, as a proxy.

4. Long funds only, short positions should be excluded and not be assessed.
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Materiality

The Fund ESG Weighted Average Metric (WAM) calculation’s main inputs are the S&P Global ESG
Scores, as described in the following sections.

The S&P Global ESG Scores consider double materiality as the foundation of the methodology. For
more information, please see the S&P Global ESG Scores page.

Mapping of ESG Scores to Financial Instruments

The coverage of ESG scores is limited when compared to the investible universe of companies.
Hence, it is important to establish valid relationships to determine when an ESG score may be
applicable to other companies, for example inherited from a parent company. For this purpose, the
S&P Global Market Intelligence corporate hierarchy data has been used.

The inheritance of an ESG score from a parent company to a subsidiary is generally permitted when
all the following conditions are met:

1. The parent company is the majority owner (with >50% ownership) of the subsidiary, and is
the controlling parent.

2. The subsidiary is not a distinct operating entity, meaning that it doesn’t operate
independently of the parent company and reports under the same reports.

3. The subsidiary is not a fund.

4. The parent company has an ESG score that was researched in the past three years.

Figure 1: A worked example: ESG Scores

A

I
A and C have ESG scores.
B is a subsidiary of A, so can inherit the ESG score of A. This is because A has control over
the operations of B and more than 50% ownership.
C is a distinct operating entity from A, and therefore does not inherit A's score. Itis
researched independently and has its own ESG score.
D is a subsidiary of C, so can inherit the ESG score of C.
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This inheritance logic applies for the Fund ESG WAM aggregation logic.

Preparing the Portfolio
Several steps are taken to prepare the data for computation:

1. Holdings without sustainability data point coverage are dropped
2. The portfolio is re-weighted such that the portfolio weights sum to 100%, per the
below formula:

_ Wold,i

Whew,i = for i holdings in a portfolio that have sustainability data

?:1 Wold,i
A worked example: ESG Scores

a. A portfolio has the following composition, as per its latest filing.

Holding Portfolio Weight (%) ESG Score Available? | ESG Score
Stock 1 50% Y 80
Stock 2 20% Y 70
Stock 3 25% Y 60
Stock 4 3% Y 50
Stock 5 2% N -

b. To conduct fund level sustainability analytics, the holding with no ESG score is

dropped
Holding Portfolio Weight | Portfolio Weight | ESG Score ESG Score
Before Reweight | After Reweight Available?
(%) (%)
Stock 1 50% 51.0% Y 80
Stock 2 20% 20.4% Y 70
Stock 3 25% 25.5% Y 60
Stock 4 3% 3.1% Y 50

c. Thereweighted portfolio weight is used to calculate analytics for ESG score fund
level analytics

Weighted Average Metric (WAM) Calculation

S&P Global uses a simple weighted average as the default metric to provide an indication of the
sustainability profile for the issuing companies within a portfolio.
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In the case of ESG scores, the following formula is used to calculate the fund level metric:

Z?: 1 Whew,i ESG;

Fund ESG WAM =
Z?=1 Wnew,i

for i holdings in a portfolio that have sustainability data

Where w; is the weight of the position in the reweighted portfolio and ESG; is the ESG score
associated with the relevant financial security.

The same calculation happens to calculate the Dimension level metrics:

Z?:l Whew,i (ESGD,i * WD,i)

Z?=1 Wnew,i

Fund ESG WAMp, =

For holding i in a portfolio, that has sustainability data, and dimension D between E, S and G.

Where w; is the weight of the position in the reweighted portfolio, ESGp ; is the ESG score of
dimension D associated with the relevant financial security and wp ; is the weight of
dimension D for holding i.

A worked example: ESG Scores

Holding Portfolio Weight | Portfolio Weight | ESG Score Contribution
Before Reweight | After Reweight of Holding
(%) (%) Fund ESG
WAM
Stock 1 50% 51.0% 80 40.82
Stock 2 20% 20.4% 70 14.29
Stock 3 25% 25.5% 60 15.31
Stock 4 3% 3.1% 50 1.53
TOTAL 71.94

In the case of the portfolio used in the example, the portfolio weight after rebalancing is multiplied
by the ESG score of the position. The sum of these metrics creates a Fund ESG Weighted Average
Metric (WAM) of 71.94 for the fund.

Users of these analytics may choose to create their own methodology and relevant metrics using
the Portfolio Analytics tool within S&P Global Capital 1Q Pro, to suit their individual requirements. A
wide selection of equity mutual funds, fixed income mutual funds and ETFs can be selected.
Alternatively, a portfolio can be uploaded or created to compute sustainability fund and security
level analytics.
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Monitoring and Review

All new methodologies and any material changes to existing methodologies are reviewed and
approved by an independent methodology governance committee.

Updates

We periodically review our methodology as appropriate.
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S&P Global Sustainablel Disclaimer

This content (including any information, data, analyses, opinions, ratings, scores, and other statements) (“Content”) has
been prepared solely for information purposes and is owned by or licensed to S&P Global and/or its affiliates (collectively,
“S&P Global”).

This Content may not be modified, reverse engineered, reproduced or distributed in any form by any means without the
prior written permission of S&P Global.

You acquire absolutely no rights or licenses in or to this Content and any related text, graphics, photographs, trademarks,
logos, sounds, music, audio, video, artwork, computer code, information, data and material therein, other than the limited
right to utilize this Content for your own personal, internal, non-commercial purposes or as further provided herein.

Any unauthorized use, facilitation or encouragement of a third party’s unauthorized use (including without limitation copy,
distribution, transmission, modification, use as part of generative artificial intelligence or for training any artificial
intelligence models) of this Content or any related information is not permitted without S&P Global’s prior consent and
shall be deemed an infringement, violation, breach or contravention of the rights of S&P Global or any applicable third-
party (including any copyright, trademark, patent, rights of privacy or publicity or any other proprietary rights).

This Content and related materials are developed solely for informational purposes based upon information generally
available to the public and from sources believed to be reliable. S&P Global gives no representations or warranties
regarding the use of this Content and/or its fitness for a particular purpose and references to a particular investment or
security, a score, rating or any observation concerning an investment or security that is part of this Content is not a
recommendation to buy, sell or hold such investment or security, does not address the suitability of an investment or
security and should not be relied on as investment advice.

S&P Global shall have no liability, duty or obligation for or in connection with this Content, any other related information
(including for any errors, inaccuracies, omissions or delays in the data) and/or any actions taken in reliance thereon. In no
event shall S&P Global be liable for any special, incidental, or consequential damages, arising out of the use of this Content
and/or any related information.

The S&P and S&P Global logos are trademarks of S&P Global registered in many jurisdictions worldwide. You shall not use
any of S&P Global’s trademarks, trade names or service marks in any manner, and in no event in a manner accessible by
or available to any third party. You acknowledge that you have no ownership or license rights in or to any of these names
or marks.

Adherence to S&P's Internal Polices

S&P Global adopts policies and procedures to maintain the confidentiality of non-public information received in
connection with its analytical processes. As aresult, S&P Global employees are required to process non-public information
in accordance with the technical and organizational measures referenced in the internal S&P Global Information Security
and Acceptable Use policies and related guidelines.

Conflicts of Interest

S&P Global is committed to providing transparency to the market through high-quality independent opinions.
Safeguarding the quality, independence and integrity of Content is embedded in its culture and at the core of everything
S&P Global does. Accordingly, S&P Global has developed measures to identify, eliminate and/or minimize potential
conflicts of interest for Sustainablel as an organization and for individual employees. Such measures include, without
limitation, establishing a clear separation between the activities and interactions of its analytical teams and non-
analytical teams; email surveillance by compliance teams; and policy role designations. In addition, S&P Global employees
are subject to mandatory annual training and attestations and must adhere to the Sustainablel Independence and
Objectivity Policy, the Sustainablel Code of Conduct, the S&P Global Code of Business Ethics and any other related
policies.

See additional Disclaimers at https://www.spglobal.com/en/terms-of-use
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