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Shariah Screening:
Comparing Two Rules-
Based Screening
Frameworks

If an index has already been screened against sustainability criteria,
how much more does a Shariah screen change?

At first glance, one may assume there is not much of a difference.
The two approaches rule out some of the same business activities,
such as tobacco, and point the same way on some measures. So,
as of Aug. 31, 2026, the S&P 500® Shariah had a carbon intensity
28.7% below that of its benchmark index; this reflects differences in
sector composition rather than any carbon screen or the shared
principles themselves.

However, the number of companies excluded suggests otherwise.

Of the 503 S&P 500 constituents, sustainability screening removed
177 and Shariah screening removed 237, while only 84 were
removed by both (as measured by the S&P 500 Scored & Screened
Index and S&P 500 Shariah, respectively, as of Aug. 31, 2026).
Those 84 matching exclusions are close to what would be expected if
the two screens operated independently of one another.

1. What the Screens Test

Both indices begin with the same 503 constituents. Neither index
uses an optimizer, although the Scored & Screened Index applies a
sector-neutrality mechanism by design. Each excludes companies
and reweights what is left, so any difference between them comes
down to the rules that determine which companies remain.

This article was first published in IFN Volume 23 Issue 42 dated Oct. 21, 2026.
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Shariah screening assesses whether a company is compliant with Islamic law. Two ideas do
most of the work: certain business activities are impermissible, and the prohibition of riba, or
interest, means that conventional interest-bearing debt and interest-bearing assets are
problematic irrespective of what a company does. Compliance is a determination rather than a
ranking, so a company either satisfies the rules or it does not. The S&P Shariah Indices apply
two kinds of considerations. Business activity exclusions cover areas such as alcohol,
gambling, pork products, tobacco and conventional financial services. Accounting ratios then
examine debt, cash and interest-bearing securities relative to an average market value of
equity. Shariah compliance is assessed monthly by Ratings Intelligence, whose Islamic
researchers work directly with a Shariah Supervisory Board of Islamic scholars that approves
compliance determinations. The leverage test requires total debt divided by the 36-month
average market value of equity to be below 33%. These accounting-based screens do not
apply to companies run on a fully Shariah-compliant basis. A company can satisfy every
activity rule and still fall outside the accounting thresholds. The S&P 500 Shariah Index
applies these tests to the S&P 500. Shariah standards are not uniform. Standard setters,
index providers and national Shariah boards apply closely related but distinct thresholds and
denominators, so the same company can be compliant under one index family and non-
compliant under another without any change in its fundamentals. The analysis that follows
therefore describes the S&P Shariah Indices methodology rather than Shariah screening in
general.

The S&P 500 Scored & Screened Index also excludes certain business activities, including
specified involvement in thermal coal, tobacco and controversial weapons. The index also
assesses conduct against the United Nations Global Compact principles, and it takes S&P
Global Sustainable 1’'s Media and Stakeholder Analysis of company controversies into
consideration. Then, it ranks the remaining companies. Companies with low S&P Global ESG
Scores relative to their benchmark industry group are removed, and selection works down the
remaining ranking within each industry group until a target share of that group's market
capitalization is reached. The target is 75% of the float market capitalization of each GICS
industry group, helping maintain broadly similar industry group weights to the parent index.
The index therefore combines two distinct steps—exclusions that set the eligible universe and
score-based selection within industry groups—so it is not an exclusions-only framework.
Therefore, a company can pass every exclusion and still be left out because higher-ranked
names filled the target first.

In this report, we will compare three S&P Shariah Indices (Shariah) and three S&P Scored &
Screened Indices (Scored & Screened). Each respective pair starts from the same benchmark
index, and observations are as of Aug. 31, 2026, with the exception of the Scored & Screened
exclusion reasons cited in Section 4, which are as of April 23, 2026.
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2. How Much Do the Constituent Lists Overlap?

Sustainability screening retained 326 of the 503 S&P 500 constituents, while Shariah
screening retained 266, with 173 present in both indices. These are index constituents rather
than companies; the different share classes of one company can count separately. Of the 503
constituents, 173 passed both screens and 84 were excluded by both, with the remainder
excluded by one screen only. It is tempting to read the 84 companies excluded by both
screens as common ground. The problem is that even two selective screens operating
independently of one another will still remove some of the same companies. The Scored &
Screened screen removed 35.2% of the list and the Shariah screen 47.1%. When multiplying
those proportions across the 503 constituents, roughly 83 companies would be excluded by
both screens, without assuming any relationship between the screens.

Exhibit 1: Shared Exclusions Are Close to What the List Sizes Predict

Expected Exclusions If the Selections

Starting Index Companies Excluded by Both Screens Were Independent
S&P 500 84 83.4
S&P Global 1200 213 214.2
S&P World Index 293 293.0

Source: S&P Dow Jones Indices LLC. Data as of Aug. 31, 2026. Table is provided for illustrative purposes.

Put as a conditional, the point is even stronger. Of the S&P 500 constituents absent from the
Shariah index, 35.4% were also absent from the Scored & Screened Index. Across the whole
starting list, 35.2% were absent. Knowing that a stock had been excluded by one screen
moved the estimate by two-tenths of a percentage point.

Three index universes led to near-identical results. This was a snapshot at one date, and the
three starting universes overlap, so they are related comparisons rather than independent
ones.

3. Counts and Weights Tell Different Stories

The Shariah screen removed more companies: 47.1% of S&P 500 constituents compared with
35.2% for the Scored & Screened Index. Measured by the benchmark’s weight, the ranking
reverses. Shariah removed 25.0% of the index's weight, while the Scored & Screened Index
removed 38.1%.

The averages explain why. The 93 companies removed only by the Scored & Screened
screen each averaged 0.316% of the benchmark’s weight, against a universe average of
0.199%. The 153 removed only by the Shariah screen averaged 0.106%. One screen took
out a modest number of large companies, the other a long tail of smaller ones. The pattern
held in all three universes. A screen can therefore remove a large share of an index's
constituents while leaving most of the index’s market capitalization in place.
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Exhibit 2: How Much Each Screen Excluded
Scored &

Shariah

Benchmark Benchmark After Scored & After Shariah Screenec! Excluded:

Index Index — Count Screened Excluded: Count/Weight
Count/Weight g

S&P 500 503 326 266 35.2/38.1% 47.1/25.0%

S&P Global 1200 1,217 829 545 31.9/34.0% 55.2/33.5%

S&P World 1,355 838 587 38.2/35.1% 56.7/34.0%

Source: S&P Dow Jones Indices LLC. Data as of Aug. 31, 2026. Table is provided for illustrative purposes.

4. Why the Screens Diverge

Neither screen is indifferent to sector. The Shariah screen removed 90.8% of the S&P 500’s
Financials constituents, because interest income sits at the center of the sector's business
model, and 9.6% of the S&P 500’s Information Technology constituents. By comparison, the
Scored & Screened screen removed 22.4% of Financials constituents and 41.1% of
Information Technology constituents.

Exhibit 3: Sector Weights and How Far Each Screen Moves Them — S&P 500
Weight (%)
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Source: S&P Dow Jones Indices LLC. Data as of Aug. 31, 2026. Chart is provided for illustrative purposes. The bars for the S&P 500 show
the index weight; the screened bars show the difference from the benchmark in percentage points.

This raises an obvious objection. If the two screens simply target different sectors, the low overlap
might be no more than that, and within any given sector, they could still be picking many of the same
companies. Repeating the comparison inside each sector does not support that reading. Taken
together across sectors, shared exclusions stayed close to what each sector's own exclusion rates
would predict. Individual sectors varied, with Consumer Staples showing more overlap than predicted,
which is consistent with tobacco appearing on both sets of activity rules; however, no departure was
large enough to change the aggregate picture.
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The reasons behind the exclusions sharpen the point. Of the 237 companies removed from
the S&P 500 by Shariah screening, 102 were excluded only because of the accounting ratios.
Their business activities are permissible; they were excluded because of how they are
financed.

Exhibit 4: Reasons for Exclusion from the S&P 500 Shariah
Share of Excluded Weight

Reason Companies Share of Exclusions (%) (%)
Accounting Ratios Only 102 43.0 28.8
Business Activity Only 68 28.7 39.3
Both Activity and Ratios 67 28.3 32.0

Source: S&P Dow Jones Indices LLC, Ratings Intelligence. Data as of Aug. 31, 2026. The Shariah exclusion reasons in Exhibit 4 are as of
Aug. 31, 2026, and cover all 237 exclusions. The April 23, 2026, rebalance date applies only to the Scored & Screened exclusion reasons
cited in the thermal coal and controversy figures. Table is provided for illustrative purposes.

The Scored & Screened methodology contains no equivalent of a leverage test. Therefore, for
roughly two in every five Shariah exclusions, the deciding criterion is one the Scored &
Screened screen does not assess at all. The reverse case exists too; 18 companies were
excluded due to the Scored & Screened screen under its controversy overlay, and only 4 of
those 18 were also absent from the Shariah index.

The pattern extends even to the cases in which the screens agree. Seventeen S&P 500
companies were excluded due to the Scored & Screened screen for thermal coal involvement,
and all 17 were also excluded from the Shariah index. Every one of them failed on the debt
ratio rather than on business activity. Among these 17 constituents, coal-related generation
tends to be capital-intensive and is often associated with higher leverage; this is an
observation about these constituents rather than a general rule. Two screens, the same 17
companies and no shared reason for removing any of them.

5. Different Holdings, Different Characteristics

Changing which companies an index holds changes what it looks like on measures the
methodology never mentions.

Risk is the clearest case. The Shariah index's annualized standard deviation ran 2.15
percentage points above that of the benchmark over the three-year period ending Aug. 31,
2026; for the Scored & Screened Index, the gap was 0.11 percentage points. The sector
weights are why. Shariah screening left 49.6% of the index in Information Technology
compared with the benchmark's 37.9% and 2.8% in Financials against the benchmark’s
12.3%. Concentration raises variability whether or not that is the intention. The higher
standard deviation is an outcome of the resulting sector concentration, not a risk objective of
either methodology.
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Exhibit 5: S&P 500 Screened Indices — Difference versus Benchmark

Period
1-Year
3-Year
5-Year
10-Year

3-Year Standard Deviation

Scored & Screened versus Benchmark
292 bps

14 bps

94 bps

84 bps

0.11 percentage points

Shariah versus Benchmark
359 bps

77 bps

100 bps

156 bps

2.15 percentage points

Source: S&P Dow Jones Indices LLC. Data as of Aug. 31, 2026. The S&P 500 Scored & Screened Index was launched on Jan. 28, 2019. All
data prior to such date is back-tested hypothetical data. 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.

Carbon works the same way. Weighted average carbon intensity expresses constituents'
emissions relative to revenue, weighted by their index shares. The S&P 500 had a weighted
average carbon intensity of 121.77 metric tons of carbon dioxide equivalent per USD 1 million
of revenue; for the S&P 500 Shariah, it was 86.88 metric tons. When changing the sector mix,
this kind of measure moves, whether or not the methodology mentions emissions.

Exhibit 6: Carbon Characteristics — Each Shariah Index against Its Benchmark
Weighted Average Carbon Intensity, Carbon to Value Invested, tCO2e per

Index
S&P 500
S&P 500 Shariah

tCO2e per USD 1 Million of Revenue
121.77

86.88 (-28.7%)

USD 1m Invested
29.21

19.87 (-32.0%)

S&P Global 1200

S&P Global 1200 Shariah

128.18
102.55 (-20.0%)

38.26
24.60 (-35.7%)

S&P Developed LargeMidCap

125.67

S&P Developed LargeMidCap Shariah 98.83 (-21.4%)

38.33
24.60 (-35.8%)

Source: S&P Dow Jones Indices LLC. Data as of Aug. 31, 2026. Table is provided for illustrative purposes. Changes calculated from
published values. The third pair uses the S&P Developed LargeMidCap, the universe covered by the available carbon factsheets; the S&P
World Index, used above, is the same universe excluding Korea.

These are selected characteristics at one date, not a full environmental profile, and they say
nothing about whether the companies concerned would satisfy Scored & Screened selection

criteria.
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6. What This Means for Combining the Two

Returning to the question at the start, if an index has already been screened against
sustainability criteria, how much more does a Shariah screen change?

Our analysis shows it changes a great deal. In the S&P 500, 173 of 503 constituents satisfied
both screens, representing 45.6% of the benchmark's weight. Because the two selections are
close to independent, their effects accumulate rather than duplicate, so applying Shariah rules
to a list already screened using the Scored & Screened methodology is not a light additional
pass. The narrower list also carries the sector characteristics of both sets of rules at once.

The shared principles are real and explain why the two approaches are often discussed
together, but comparing constituent lists shows that principles that look similar at a high level
produce materially different outcomes. These findings are a snapshot at a single date, subject
to the stated exception for certain Scored & Screened exclusion reasons. The three starting
universes overlap, so the comparisons are related rather than independent, and no single
definitive legal or regulatory test exists for labels such as ‘ESG’ or ‘sustainable’, so
classification involves subjective judgment.
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Performance Disclosure/Back-Tested Data

The S&P 500 Scored & Screened Index was launched on Jan. 28, 2019. All information presented prior to an index’s Launch Date is
hypothetical (back-tested), not actual performance, and is based on the index methodology in effect on the index launch date. However, when
creating back-tested history for periods of market anomalies or other periods that do not reflect the general current market environment, index
methodology rules may be relaxed to capture a large enough universe of securities to simulate the target market the index is designed to
measure or strategy the index is designed to capture. For example, market capitalization and liquidity thresholds may be reduced. In addition,
forks have not been factored into the back-test data with respect to the S&P Cryptocurrency Indices. For the S&P Cryptocurrency Top 5 & 10
Equal Weight Indices, the custody element of the methodology was not considered; the back-test history is based on the index constituents
that meet the custody element as of the Launch Date. Also, the treatment of corporate actions in back-tested performance may differ from
treatment for live indices due to limitations in replicating index management decisions. Complete index methodology details are available at
www.spglobal.com/spdji. 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 website or its data
feed to external parties. For Dow Jones-branded indices introduced prior to May 31, 2013, the Launch Date (which prior to May 31, 2013, was
termed “Date of introduction”) is set at a date upon which no further changes were permitted to be made to the index methodology, but that
may have been prior to the Index’s public release date.

Typically, when S&P DJI creates back-tested index data, S&P DJI uses actual historical constituent-level data (e.g., historical price, market
capitalization, and corporate action data) in its calculations. As ESG investing is still in early stages of development, certain datapoints used to
calculate S&P DJI's ESG indices may not be available for the entire desired period of back-tested history. The same data availability issue
could be true for other indices as well. In cases when actual data is not available for all relevant historical periods, S&P DJI may employ a
process of using “Backward Data Assumption” (or pulling back) of ESG data for the calculation of back-tested historical performance.
“Backward Data Assumption” is a process that applies the earliest actual live data point available for an index constituent company to all prior
historical instances in the index performance. For example, Backward Data Assumption inherently assumes that companies currently not
involved in a specific business activity (also known as “product involvement”) were never involved historically and similarly also assumes that
companies currently involved in a specific business activity were involved historically too. The Backward Data Assumption allows the
hypothetical back-test to be extended over more historical years than would be feasible using only actual data. For more information on
“Backward Data Assumption” please refer to the FAQ. The methodology and factsheets of any index that employs backward assumption in the
back-tested history will explicitly state so. The methodology will include an Appendix with a table setting forth the specific data 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).
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General Disclaimer

© 2026 S&P Dow Jones Indices. All rights reserved. S&P, S&P 500, SPX, SPY, The 500, US 500, US 30, S&P 100, S&P COMPOSITE 1500,
S&P 400, S&P MIDCAP 400, S&P 600, S&P SMALLCAP 600, S&P GIVI, GLOBAL TITANS, DIVIDEND ARISTOCRATS, DIVIDEND
MONARCHS, BUYBACK ARISTOCRATS, SELECT SECTOR, S&P MAESTRO, S&P PRISM, GICS, SPIVA, SPDR, INDEXOLOGY, iTraxx,
iBoxx, ABX, ADBI, CDX, CMBX, MBX, MCDX, PRIMEX, HHPI and SOVX are trademarks of S&P Global, Inc. (“S&P Global’) or its affiliates.
DOW JONES, DJIA, THE DOW and DOW JONES INDUSTRIAL AVERAGE are trademarks of Dow Jones Trademark Holdings LLC (“Dow
Jones”). These trademarks together with others have been licensed to S&P Dow Jones Indices LLC. Redistribution or reproduction in whole or
in part are prohibited without written permission of S&P Dow Jones Indices LLC. This document does not constitute an offer of services in
jurisdictions where S&P Dow Jones Indices LLC, S&P Global, Dow Jones or their respective affiliates (collectively “S&P Dow Jones Indices”)
do not have the necessary licenses. Except for certain custom index calculation services, all information provided by S&P Dow Jones Indices
is impersonal and not tailored to the needs of any person, entity or group of persons. S&P Dow Jones Indices receives compensation in
connection with licensing its indices to third parties and providing custom calculation services. Past performance of an index is not an
indication or guarantee of future results.

It is not possible to invest directly in an index. Exposure to an asset class represented by an index may be available through investable
instruments based on that index. S&P Dow Jones Indices does not sponsor, endorse, sell, promote or manage any investment fund or other
investment vehicle that is offered by third parties and that seeks to provide an investment return based on the performance of any index. S&P
Dow Jones Indices makes no assurance that investment products based on the index will accurately track index performance or provide
positive investment returns. Index performance does not reflect trading costs, management fees or expenses. S&P Dow Jones Indices makes
no representation regarding the advisability of investing in any such investment fund or other investment vehicle. A decision to invest in any
such investment fund or other investment vehicle should not be made in reliance on any of the statements set forth in this document. S&P
Dow Jones Indices is not an investment adviser, commaodity trading advisor, commodity pool operator, broker dealer, fiduciary, promoter” (as
defined in the Investment Company Act of 1940, as amended), “expert” as enumerated within 15 U.S.C. § 77k(a) or tax advisor. Inclusion of a
security, commodity, crypto currency or other asset within an index is not a recommendation by S&P Dow Jones Indices to buy, sell, or hold
such security, commodity, crypto currency or other asset, nor is it considered to be investment advice or commodity trading advice. Closing
prices for S&P Dow Jones Indices’ US benchmark indices are calculated by S&P Dow Jones Indices based on the closing price of the
individual constituents of the index as set by their primary exchange. Closing prices are received by S&P Dow Jones Indices from one of its
third party vendors and verified by comparing them with prices from an alternative vendor. The vendors receive the closing price from the
primary exchanges. Real-time intraday prices are calculated similarly without a second verification.

These materials have been prepared solely for informational purposes based upon information generally available to the public and from
sources believed to be reliable. No content contained in these materials (including index data, ratings, credit-related analyses and data,
research, valuations, model, software or other application or output therefrom) or any part thereof (“Content”) may be modified, reverse-
engineered, reproduced or distributed in any form or by any means, or stored in a database or retrieval system, without the prior written
permission of S&P Dow Jones Indices. The Content shall not be used for any unlawful or unauthorized purposes. S&P Dow Jones Indices and
its third-party data providers and licensors (collectively “S&P Dow Jones Indices Parties”) do not guarantee the accuracy, completeness,
timeliness or availability of the Content. S&P Dow Jones Indices Parties are not responsible for any errors or omissions, regardless of the
cause, for the results obtained from the use of the Content. THE CONTENT IS PROVIDED ON AN “AS IS” BASIS. S&P DOW JONES
INDICES PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE
ERRORS OR DEFECTS, THAT THE CONTENT’'S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE
WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Dow Jones Indices Parties be liable to any party for any
direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses
(including, without limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the
possibility of such damages.

The Global Industry Classification Standard (GICS®) was developed by and is the exclusive property and a trademark of S&P and MSCI.
Neither MSCI, S&P nor any other party involved in making or compiling any GICS classifications makes any express or implied warranties or
representations with respect to such standard or classification (or the results to be obtained by the use thereof), and all such parties hereby
expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of
such standard or classification. Without limiting any of the foregoing, in no event shall MSCI, S&P, any of their affiliates or any third party
involved in making or compiling any GICS classifications have any liability for any direct, indirect, special, punitive, consequential or any other
damages (including lost profits) even if notified of the possibility of such damages.

S&P DJI provides indices that use environmental, social and/or governance (ESG) indicators (including, without limit, business involvement
screens, conformance to voluntary corporate standards, GHG emissions data, and ESG scores) to select, weight and/or exclude constituents.
ESG indicators seek to measure a company’s, or an asset’s performance, with respect to E, S and/or G criteria. ESG indicators are derived
from publicly reported data, modelled data, or a combination of reported and modelled data. ESG indicators are based on a qualitative
assessment due to the absence of well-defined uniform market standards and the use of multiple methodologies to assess ESG factors. No
single clear, definitive test or framework (legal, regulatory, or otherwise) exists to determine labels such as, ‘ESG’, ‘sustainable’, ‘good
governance’, ‘no adverse environmental, social and/or other impacts’, or other equivalently labelled objectives. Therefore, the exercise of
subjective judgment is necessary. Different persons may classify the same investment, products and/or strategy differently regarding the
foregoing labels.
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