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One Small Step for Small (and Mid) Caps, One Large Step 
for Sustainability: A Recap of the 2021 S&P MidCap 400 
ESG Index and S&P SmallCap 600 ESG Index Rebalance 
Results 

In the world of ESG investing, there has long existed a David versus Goliath scenario in which small-

and mid-cap companies have often been considered the sustainable underdog.  With the strength, size, 

and resources of larger-cap companies, it may seem a formidable challenge for smaller companies to 

compete within the sustainable ranks.  However, the rules around corporate sustainability are evolving , 

and nimbleness, flexibility, and adaptability are all attributes that will ultimately help promote positive 

change in mid- and small-cap companies.  The 2021 rebalance—the first for the S&P MidCap 400® 

ESG Index and the S&P SmallCap 600® ESG Index since their launch—has provided an opportunity for 

these small(er), yet mighty, companies to showcase their contributions to the growing sustainability 

universe.1 

ESG Score Improvement: A Leading Indicator 

While there were many positive results coming out of the April 30, 2021, rebalance, one of the most 

encouraging signals was that small and mid caps are well on their way to improving their sustainability 

standing.2  This was evidenced by the fact that the S&P SmallCap 600 ESG Index and S&P MidCap 

400 ESG Index achieved a significant boost in S&P DJI ESG Score improvement both in absolute 

terms—at the index level—and in their realized ESG score potential.3  While the numbers may seem 

modest in comparison to their large-cap counterpart, the substantial year-over-year increase in ESG 

performance for both the small- and mid-cap indices dwarfed the improvements exhibited by the 

S&P 500® ESG Index (see Exhibit 1).  This could be considered an indicator that smaller companies 

are moving quickly to close the sustainability gap between themselves and their larger -cap competitors. 

 
1
  The S&P MidCap 400 ESG Index and S&P SmallCap 600 ESG Index launched Jan. 11, 2021. 

2 The indices rebalance annually, effective after the close of the last business day of April.   The rebalancing reference date is the last trading 

day of March.  The reference universe for the indices is the composition of the underlying index, or component indices, at the open of the 
upcoming rebalancing effective date. 

3
  The realized ESG potential depicts how much of the S&P DJI ESG Score improvement was achieved by the ESG index, relative to t he 

maximum possible improvement that could in theory have been attained by investing solely in the single highest -ranked company by S&P 
DJI ESG Score.  While diversification requirements would render this approach undesirable in practice, it is nevertheless an interesting 

metric to contextualize the S&P DJI ESG Score improvement relative to the starting characteristics of the benchmark universe.  For 
example, in markets where companies are generally sustainable to begin with, it is harder to obtain a substantial S&P DJI ESG  Score 

increase without incurring a sizeable loss of diversification or higher levels of tracking error.  
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Exhibit 1: ESG Score Improvement and Realized ESG Score Potential Pre - and Post-Rebalance 

CATEGORY 

S&P 500 ESG INDEX S&P MIDCAP 400 ESG INDEX S&P SMALLCAP 600 ESG INDEX 

AS OF DEC. 31, 
2020 

AS OF APRIL 30, 
2021 

AS OF DEC. 31, 
2020 

AS OF APRIL 30, 
2021 

AS OF DEC. 31, 
2020 

AS OF APRIL 30, 
2021 

Absolute ESG 

Score 
Improvement (%, 

by ESG Index) 

9.98 8.93 3.45 6.89 2.24 3.99 

Realized ESG 
Score Potential 

(%, by ESG Index) 

22.73 22.97 4.00 9.59 3.86 7.65 

Source: S&P Dow Jones Indices LLC.  Data as of April 30, 2021.  Table is provided for illustrative purposes.  ESG score improvement and 
Realized ESG Score Potential as measured by S&P DJI ESG Scores. 

The Corporate Sustainability Assessment (CSA): An ESG Guidepost 

The question might be what is helping to advance such meaningful change among smaller size 

companies.  One main driver is the expanding number of companies of all sizes participating in the 

S&P Global CSA, which is the foundation for the S&P DJI ESG Scores.4  A record number of 

companies participated in the 2020 CSA and a record number of companies were also assessed.5, 6 

(see Exhibit 2).  The CSA, which applies a best-in-class, industry-specific approach, engages with 

companies directly and has historically served as a guide for companies to progress along their 

sustainability journey.  Often the first step in this journey is becoming more transparent around ESG-

related issues.  This is reflected in some of the benefits that have been captured by the ESG versions 

of both the S&P MidCap 400 and S&P SmallCap 600 (see Exhibit 3).  While policy and procedure are 

critical components to sustainable improvements, real and measurable performance will be the true 

gauge of sustainability-driven success, and the CSA is uniquely positioned to assist companies as they 

continue down this path. 

Exhibit 2: Number of Companies Participating in the S&P Global CSA from 1999-2020 

 
Source: S&P Dow Jones Indices LLC.  Data as of April 30, 2021.  Chart is provided for illustrative purposes. 

 
4
  For more information on the S&P DJI ESG Scores reference FAQ: S&P DJI ESG Scores. 

5
  In total over 10,000 companies were assessed for the 2020 CSA. 

6
  The results of the 2020 CSA are applied to the S&P DJI ESG Scores that were utilized in the 2021 S&P ESG Index Series rebalance.  
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0

200

400

600

800

1000

1200

1400

1600

N
u

m
b

e
r 
o

f 
C

o
m

p
a

n
ie

s

https://www.spglobal.com/spdji/en/documents/additional-material/faq-spdji-esg-scores.pdf


S&P MidCap 400 ESG Index and S&P SmallCap 600 ESG Index Rebalance May 2021 

MARKET COMMENTARY  3 

Exhibit 3: Benefits of the S&P MidCap 400 ESG Index and S&P SmallCap 600 ESG Index versus the 
Underlying Indices 

S&P MidCap 400 ESG Index 

 
S&P SmallCap 600 ESG Index 

 
Source: S&P Dow Jones Indices LLC.  These are just a few examples of the numerous ways in which the S&P MidCap 400 ESG Index and 

S&P SmallCap 600 ESG Index offer enhanced ESG representation.  Increased index exposure to each ESG theme in the metrics above are 
calculated using the question-level data in S&P Global’s Corporate Sustainability Assessments (2020 methodology year).  These metrics are 

calculated using index data as of April 30, 2021, as the percentage difference between the performance of the S&P MidCap 400 ESG Index 
and S&P SmallCap 600 ESG Index and their benchmark index constituents across these metrics, on a weighted average basis. 

Constituent Selection: Incentivizing Change 

Diving further into the details of the rebalance, 120 constituents of the S&P Midcap 400 and 190 of the 

S&P SmallCap 600 were not included in the sustainable versions of these benchmarks.  As defined by 

the S&P ESG Index Series Methodology for the S&P Midcap 400 ESG Index and S&P SmallCap 600 

ESG Index, a company may not qualify because they are (a) ineligible according to certain ESG 

exclusionary criteria; or (b) simply not selected, even if they are eligible, because of poorer relative 

https://www.spglobal.com/spdji/en/documents/methodologies/methodology-sp-esg-index-series.pdf?utm_source=pdf_commentary
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S&P DJI ESG Score performance than their industry group peers.7   Exhibit 4 highlights the 

S&P MidCap 400 and S&P SmallCap 600  index weight by exclusion criteria. 

Exhibit 4: S&P MidCap 400 and S&P SmallCap 600 Index Weight by Exclusion Criteria (%) 

 
Source: S&P Dow Jones Indices LLC.  Data as of April 30, 2021.  Chart is provided for illustrative purposes. 

What is unique to the dynamic nature of the index rebalance process is that i t provides an opportunity 

to showcase sustainability-driven successes in companies of all sizes.  An example of this are two 

companies within the S&P SmallCap 600: iRobot and Crocs.  Both companies are members of the 

Consumer Durables & Apparel industry group.  While both companies saw a year-over-year increase in 

their S&P DJI ESG Score, iRobot's score rose a substantial 23 points.  This was due to their strong 

performance in both Product Stewardship and Risk & Crisis Management—two of the many criteria 

measured by the S&P Global CSA.  Ultimately, the company outpaced its industry peers, resulting in its 

addition to the S&P SmallCap 600 ESG Index.  Conversely, Crocs ’ S&P DJI ESG Score rose 6 points 

from last year; despite this increase, it lagged its more sustainable industry peers and was excluded 

from the index.  What this implies is as function of the rebalance process, companies will continue to be 

either rewarded or penalized with respect to how their sustainability models have evolved and, even 

more importantly, it should help to raise the bar on sustainable business practices as companies seek 

to improve their standing in the indices over time.   

Exhibit 5 further highlights some of the larger additions and drop by market capitalization.  

 
7
 For the S&P MidCap 400 ESG and S&P SmallCap 600 ESG Indices, a company is excluded, based on S&P DJI ESG score, if either of the 

following is satisfied: 1. S&P DJI ESG Score falls within the worst 25% of scores from the company’s GICS industry group in t he underlying 

index; 2. S&P DJI ESG Score falls within the worst 10% of scores in the company's underlying index. 
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Exhibit 5: Biggest Additions and Drops in Terms of Market Cap in the 2021 Rebalance 

S&P MIDCAP 400 ESG INDEX 

TOP 10 ADDITIONS TOP 10 DROPS 

SolarEdge Technologies Inc Lennox International Inc 

Medical Properties Trust Repligen Corp 

Brown & Brown Inc Reliance Steel & Aluminum 

RPM International Inc. MKS Instruments Inc 

Penumbra Inc UGI Corp 

Lithia Motors Inc A Omega Healthcare Investors 

Axon Enterprise Inc Lamar Advertising Co A 

Alleghany Corp (NY) Arrowhead Pharmaceuticals, Inc 

Scotts Miracle-Gro Company Churchill Downs Inc 

Jazz Pharmaceuticals plc Stifel Financial Corp 

S&P SMALLCAP 600 ESG INDEX 

TOP 10 ADDITIONS TOP 10 DROPS 

Exponent Inc CROCS 

BankUnited Inc Resideo Technologies Inc 

Assured Guaranty Ltd Korn Ferry 

LivePerson Inc LGI Homes Inc 

Onto Innovation Inc Walker & Dunlop Inc 

Investors Bancorp American States Water Co 

Vonage Holdings Dorman Products Inc 

iRobot Corp Dave & Buster's Entertainment Inc 

California Water Services Group Perficient Inc 

Kontoor Brands Inc. Century Communities Inc 

Source: S&P Dow Jones Indices LLC.  Data as of April 30, 2021.  Table is provided for illustrative purposes. 

Results and Performance: Overachievers 

With just over a quarter of the benchmark weight excluded from the ESG versions of the S&P MidCap 

400 and S&P SmallCap 600, questions around performance might loom large.  Although the objective 

of the S&P ESG Index Series methodology is to provide similar overall industry group weights as the 

benchmark index, this has historically resulted in outperformance for both indices.  The S&P MidCap 

400 ESG Index and the S&P SmallCap 600 ESG Index outperformed their benchmark indices by 

3.07% and 5.87% over a one-year period, respectively (see Exhibit 6).  This could be considered an 

anomaly over such a short period of time, but looking more closely at the back-tested 3-, 5-, and 10-

year performance, similar results are exhibited. 

Exhibit 6: Historical Performance of the S&P MidCap 400 ESG Index and S&P SmallCap 600 ESG Index versus the Benchmarks 

PERIOD S&P SMALLCAP 600 (%) 
S&P SMALLCAP 600  

ESG INDEX (%) 
S&P MIDCAP 400 (%) 

S&P MIDCAP 400  

ESG INDEX (%) 

1-Year 76.85 82.70 14.73 15.02 

3-Year 14.09 15.13 23.78 23.82 

5-Year 15.79 17.26 19.11 19.12 

10-Year 12.91 14.50 16.90 17.10 

Source: S&P Dow Jones Indices LLC.  Data as of April 30, 2021.  Past performance is no guarantee of future results.  Table is provided for 
illustrative purposes and reflects hypothetical historical performance.  Please see the Performance Disclosure at the end of this document for 

more information regarding the inherent limitations associated with back-tested performance 
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Performance Drivers: Facts or Factors 

With such significant outperformance, the assumption might be made that there is perhaps some 

unintended factor exposure playing out behind the scenes.  As Exhibit 6 illustrates, the factor tilts of the 

ESG indices are almost identical to those of the benchmarks.  While this might suggest the presence of 

an ESG “factor” in smaller or less ESG-efficient markets, additional evidence will be needed to confirm.  

Exhibit 7: Underlying Factor Exposure of the S&P MidCap 400 ESG Index and S&P SmallCap 600 ESG 
Index versus the Benchmarks 

 
Source: S&P Dow Jones Indices LLC.  Data as of April 30, 2021.  Charts are provided for illustrative purposes. 

CONCLUSION 

With the first annual rebalance now in the books for both the S&P MidCap 400 ESG Index and 

S&P SmallCap 600 ESG Index, the results have confirmed that small- and mid-cap companies are 

becoming increasingly more relevant to the sustainable indexing ecosystem.  With strong performance 

out of the gate both in terms of index returns and ESG score improvement, it seems as though these 

smaller companies might be poised to join the ESG index limelight but only time—and future 

rebalances—will tell. 
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PERFORMANCE DISCLOSURE/BACK-TESTED DATA 

The S&P MidCap 400 ESG Index and S&P SmallCap 600 ESG Index were launched January 11, 2021. All information presented prior to an 

index’s Launch Date is hypothetical (back-tested), not actual performance. The back-test calculations are based on the same methodology 
that was in effect on the index Launch Date. However, when creating back-tested history for periods of market anomalies or other periods that 

do not reflect the general current market environment, index methodology rules may be relaxed to capture a large enough unive rse of 
securities to simulate the target market the index is designed to measure or strategy the index is designed to capture. For example, market 

capitalization and liquidity thresholds may be reduced. Complete index methodology details are available at  www.spglobal.com/spdji. Past 
performance of the Index is not an indication of future results. Back-tested performance reflects application of an index methodology and 

selection of index constituents with the benefit of hindsight and knowledge of factors that may have positively affected its performance, cannot 
account for all financial risk that may affect results and may be considered to reflect survivor/look ahead bias . Actual returns may differ 

significantly from, and be lower than, back-tested returns. Past performance is not an indication or guarantee of future results. Please refer to 
the methodology for the Index for more details about the index, including the manner in which it is rebalanced, the timing of such rebalancing, 

criteria for additions and deletions, as well as all index calculations. Back-tested performance is for use with institutions only; not for use with 
retail investors. 

S&P Dow Jones Indices defines various dates to assist our clients in providing transparency. The First Value Date is the first day for which 

there is a calculated value (either live or back-tested) for a given index. The Base Date is the date at which the index is set to a fixed value for 
calculation purposes. The Launch Date designates the date when the values of an index are first considered live: index values provided for 

any date or time period prior to the index’s Launch Date are considered back-tested. S&P Dow Jones Indices defines the Launch Date as the 
date by which the values of an index are known to have been released to the public, for example via the company’s public webs ite or its data 

feed to external parties. For Dow Jones-branded indices introduced prior to May 31, 2013, the Launch Date (which prior to May 31, 2013, was 
termed “Date of introduction”) is set at a date upon which no further changes were permitted to be made to the index methodology, but that 

may have been prior to the Index’s public release date. 

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

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

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

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

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

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

relevant time period for which backward projected data was used.  

Index returns shown do not represent the results of actual trading of investable assets/securities. S&P Dow Jones Indices maintains the index 
and calculates the index levels and performance shown or discussed but does not manage actual assets. Index returns do not reflect payment 

of any sales charges or fees an investor may pay to purchase the securities underlying the Index or investment funds that are  intended to 
track the performance of the Index. The imposition of these fees and charges would cause actual and back-tested performance of the 

securities/fund to be lower than the Index performance shown. As a simple example, if an index returned 10% on a US $100,000 investment 
for a 12-month period (or US $10,000) and an actual asset-based fee of 1.5% was imposed at the end of the period on the investment plus 

accrued interest (or US $1,650), the net return would be 8.35% (or US $8,350) for the year. Over a three -year period, an annual 1.5% fee 
taken at year end with an assumed 10% return per year would result in a cumulative gross return of 33.10%, a total fee of US $5,375, and a 

cumulative net return of 27.2% (or US $27,200). 

http://www.spglobal.com/spdji
https://www.spglobal.com/spdji/en/education/article/faq-esg-back-testing-backward-data-assumption-overview/
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GENERAL DISCLAIMER 

© 2021 S&P Dow Jones Indices. All rights reserved. S&P, S&P 500, S&P 500 LOW VOLATILITY INDEX, S&P 100, S&P COMPOSITE 1500, 

S&P 400, S&P MIDCAP 400, S&P 600, S&P SMALLCAP 600, S&P GIVI, GLOBAL TITANS, DIVIDEND ARISTOCRATS, S&P TARGET 
DATE INDICES, S&P PRISM, S&P STRIDE, GICS, SPIVA, SPDR and INDEXOLOGY are registered trademarks of S&P Global, Inc. (“S&P 

Global”) or its affiliates. DOW JONES, DJ, DJIA, THE DOW and DOW JONES INDUSTRIAL AVERAGE are registered trademarks of Dow 
Jones Trademark Holdings LLC (“Dow Jones”). These trademarks together with others have been licensed to S&P Dow Jones Indices LLC. 

Redistribution or reproduction in whole or in part are prohibited without written permission of S&P Dow Jones Indices LLC. This document 
does not constitute an offer of services in jurisdictions where S&P Dow Jones Indices LLC, S&P Global, Dow Jones or their respective 

affiliates (collectively “S&P Dow Jones Indices”) do not have the necessary licenses. Except for certain custom index calculation services, all 
information provided by S&P Dow Jones Indices is impersonal and not tailored to the needs of any person, entity or group of p ersons. S&P 

Dow Jones Indices receives compensation in connection with licensing its indices to third parties and providing custom calculation services. 
Past performance of an index is not an indication or guarantee of future results.  

It is not possible to invest directly in an index. Exposure to an asset class represented by an index may be available through investable 

instruments based on that index. S&P Dow Jones Indices does not sponsor, endorse, sell, promote or manage any investment fund or other 
investment vehicle that is offered by third parties and that seeks to provide an investment return based on the performance o f any index. S&P 

Dow Jones Indices makes no assurance that investment products based on the index will accurately track index performance or p rovide 
positive investment returns. S&P Dow Jones Indices LLC is not an investment advisor, and S&P Dow Jones Indices makes no representation 

regarding the advisability of investing in any such investment fund or other investment vehicle. A decision to invest in any such investment 
fund or other investment vehicle should not be made in reliance on any of the statements set forth in this document. Prospective investors are 

advised to make an investment in any such fund or other vehicle only after carefully considering the risks associated with in vesting in such 
funds, as detailed in an offering memorandum or similar document that  is prepared by or on behalf of the issuer of the investment fund or 

other investment product or vehicle. S&P Dow Jones Indices LLC is not a tax advisor. A tax advisor should be consulted to eva luate the 
impact of any tax-exempt securities on portfolios and the tax consequences of making any particular investment decision. Inclusion of a 

security within an index is not a recommendation by S&P Dow Jones Indices to buy, sell, or hold such security, nor is it cons idered to be 
investment advice.  

These materials have been prepared solely for informational purposes based upon information generally available to the public and from 

sources believed to be reliable. No content contained in these materials (including index data, ratings, credit -related analyses and data, 
research, valuations, model, software or other application or output therefrom) or any part thereof (“Content”) may be modified, reverse-

engineered, reproduced or distributed in any form or by any means, or stored in a database or retrieval system, wit hout the prior written 
permission of S&P Dow Jones Indices. The Content shall not be used for any unlawful or unauthorized purposes. S&P Dow Jones I ndices and 

its third-party data providers and licensors (collectively “S&P Dow Jones Indices Parties”) do no t guarantee the accuracy, completeness, 
timeliness or availability of the Content. S&P Dow Jones Indices Parties are not responsible for any errors or omissions, reg ardless of the 

cause, for the results obtained from the use of the Content. THE CONTENT IS PROVIDED ON AN “AS IS” BASIS. S&P DOW JONES 
INDICES PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY 

WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE 
ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE 

WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Dow Jones Indices Parties be liable to any party for any 
direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses 

(including, without limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the 
possibility of such damages. 

S&P Global keeps certain activities of its various divisions and business units separate from each other in order to preserve  the independence 

and objectivity of their respective activities. As a result, certain divisions and business units of S&P Global may have information that is not 
available to other business units. S&P Global has established policies and procedures to maintain the confidentiality of cert ain non-public 

information received in connection with each analytical process. 

In addition, S&P Dow Jones Indices provides a wide range of services to, or relating to, many organizations, including issuers of securities, 
investment advisers, broker-dealers, investment banks, other financial institutions and financial intermedia ries, and accordingly may receive 

fees or other economic benefits from those organizations, including organizations whose securities or services they may recommend, rate, 
include in model portfolios, evaluate or otherwise address. 

 


