
Index Education 
 

 

 

 

 

 

 

Contributor 

A. Silvia Kitchener  

Director 

Global Equity Indices 

skitchener@spglobal.com  

 

Why Index Construction Matters 
in Colombian Equity 
Benchmarks 
INTRODUCTION 

Introduced on Oct. 24, 2013, the S&P Colombia Select Index is one of the 

leading benchmarks measuring the Colombian equity market.  Designed to 

track the largest and most liquid Colombian stocks, this index was 

authorized by the Colombian Ministry of Finance and Public Credit 

(Ministerio de Hacienda y Crédito Público [MHCP]) in 2015 to sit alongside 

the MSCI COLCAP Index1 as the only two domestic equity components of 

the Índice Agregado de Renta Variable Local (IARVL).2  The IARVL is a 

composite index calculated by the MHCP to track the performance of the 

Colombian equity market and serve as a benchmark for private and public 

institutional portfolios, including those of pension funds. 

While the S&P Colombia Select Index and MSCI COLCAP Index share the 

objective of measuring the performance of the local equities market, the 

S&P Colombia Select Index’s inclusion of single-company and sector caps 

results in a more diversified measure of the Colombian equities market.  

Despite the larger number of securities in the MSCI COLCAP Index, it is a 

more concentrated index at the company and sector level, compared with 

the S&P Colombia Select Index.  These variations in exposure have also 

led to meaningful differences in risk/return profiles historically, with the S&P 

Colombia Select Index outperforming the MSCI COLCAP Index over the 

mid and long term.   

METHODOLOGY OVERVIEW  

The S&P Colombia Select Index methodology is composed of four sections: 

the underlying universe, eligibility criteria, index construction, and index 

maintenance.  

 
1 The MSCI COLCAP Index, launched on May 28, 2021, was developed in alliance with the Colombia Stock Exchange (Bolsa de Valores de 

Colombia [BVC]) and succeeds the previous COLCAP Index, which was originally created in 2008 and was active until May 27, 2021, when 
MSCI became the official index administrator. 

2 In May 2015, the S&P Colombia Select Index was approved by the Financial Superintendence of Colombia (SuperIntendencia Financiera 
de Colombia [SFC]) as one of the local equity indices used to calculate the IARVL. 

Register to receive our latest research, education, and commentary at on.spdji.com/SignUp. 
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A Closer Look at the Universe 

The S&P Colombia Select Index methodology starts with a universe 

composed of the S&P Colombia BMI, a sub-index of the S&P Global BMI,3 

which has eligibility requirements that must be met by all emerging market 

companies.  Additionally, the universe can be expanded to include 

Colombian companies trading on the Colombia Stock Exchange (Bolsa de 

Valores de Colombia [BVC]) that meet the eligibility criteria of the S&P 

Colombia Select Index, so that it contains at least 14 stocks.  

Eligibility Criteria for the S&P Colombia Select Index 

Stocks are then screened using a series of eligibility criteria, including size 

(float-adjusted market capitalization [FMC]) and liquidity (average daily 

value traded [ADVT]).  These measures are considered in Colombia pesos 

(COP) to eliminate any currency fluctuation that may impact the local value 

of the listed stocks.  Exhibit 1 further details the eligibility criteria for 

inclusion and continuous membership. 

Exhibit 1: S&P Colombia Select Eligibility Criteria  

 
Source: S&P Dow Jones Indices LLC.  Chart is provided for illustrative purposes. 

 
3 Please refer to the S&P Global BMI, S&P/IFCI Methodology for details on the eligibility requirements.   

Universe
S&P Colombia BMI stocks trading on the BVC and, as 

needed, additional stocks trading on the BVC that meet the 
size and liquidity requirements

Screen for Size
Minimum = COP 600 billion to be added; 

COP 475 to remain in the index

Screen for Liquidity
Minimum ADVT = COP 375 million to 

be added; COP 300 million to remain in 
the index

Multiple Shares
Only most liquid share class

Trading History
Must not have over 

10 non-trading 
days

All Eligible 
Stocks

 
 
 
 
 
 
The S&P Colombia 
Select Index is one of 
the leading benchmarks 
measuring the 
Colombian equity 
market.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
In 2015, the S&P 
Colombia Select Index 
joined the MSCI 
COLCAP Index as one 
of only two domestic 
equity components of 
the IARVL. 
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Constructing the S&P Colombia Select Index 

The construction of the S&P Colombia Select Index consists of selecting 

the stocks that meet the eligibility criteria and then weighting them.  

Companies with multiple share classes are typically represented by their 

most liquid eligible share class.  

The index requires a minimum of 14 stocks at rebalancing.  If needed, the 

universe is expanded to all BVC-listed stocks.  The selection of additional 

stocks would be limited to the next-most-liquid non-component stocks until 

the minimum count of 14 stocks is reached. 

The next step is the weighting of the constituents.  All stocks in the index 

are weighted by their FMC, subject to the following criteria: 

1. The weight of any company cannot exceed 15% of the index;  

2. The weight of any one GICS® sector cannot exceed 40% of the 

index; and, 

3. The minimum initial portfolio size that can be turned over in a single 

day (based on 12-month ADVT) cannot be lower than COP 60 

billion.4  

The weighting mechanism is designed to improve stock diversification and 

liquidity and to reduce concentration among stocks and economic sectors.  

The maintenance and governance of the S&P Colombia Select Index are 

overseen by S&P DJI’s Index Production and Index Committee teams, 

respectively, on an ongoing basis in an effort to ensure that the index meets 

its objective, a process that may include changes to the methodology.  It is 

standard practice to consider all methodology documents as “live” 

documents that may adapt as market conditions evolve.  For example, 

since its launch on Oct. 31, 2013, the S&P Colombia Select Index has 

undergone changes, mostly to address the decrease in local market 

liquidity.  This has involved expanding the universe, providing a minimum 

count of stocks, and changing the currency rate of the eligibility criteria to 

local currency.  This eliminated currency exchange rate fluctuations that led 

to the U.S. dollar impacting index composition.  

 
4 If necessary, based on market conditions, the portfolio size used to calculate basket liquidity weight may be adjusted at the discretion of the 

S&P DJI Index Committee to achieve each of the weighting criteria. 

 
 
 
The S&P Colombia 
Select Index 
methodology starts with 
the S&P Colombia BMI 
as the universe. 
 
 
 
 
 
 
 
 
 
 
 
Stocks are then 
screened using a series 
of eligibility criteria, 
including size and 
liquidity.  
 
 
 
 
 
 
 
 
 
 
 
 
 
After the selection 
process, all stocks that 
meet the eligibility 
criteria are weighted by 
their FMC.  
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METHODOLOGY COMPARISON  

While the S&P Colombia Select Index and the MSCI COLCAP Index have the shared objective of 

measuring the local Colombian equities market, their approaches differ.  One of the differences is the 

number of components within each index.  The S&P Colombia Select Index requires a minimum of 14 

stocks at rebalancing.  The MSCI COLCAP Index requires 25 stocks and 20 companies.  In Colombia, 

the current market conditions of low liquidity and limited listed stocks5 are rather high thresholds to 

meet, forcing the MSCI COLCAP Index to include potentially illiquid stocks.  

Another difference between the two methodologies is the weighting criteria.  The S&P Colombia Select 

Index aims to limit single-stock risk by imposing a stock cap of 15%.  The MSCI COLCAP Index has a 

stock cap of 25%.  Furthermore, the S&P Colombia Select Index aims to limit the sector concentration 

to 40%.  The MSCI COLCAP Index has no sector capping. 

Exhibit 2: Methodology Comparison 

CATEGORY S&P COLOMBIA SELECT INDEX MSCI COLCAP INDEX6 

Objective 

The index is designed to measure the performance of 

a minimum of 14 stocks domiciled in Colombia, 
representing the largest and most liquid stocks.  

The MCSI COLCAP Index is designed to represent 
the performance of the local Colombian equity market 

and includes a minimum of 25 securities and 20 
issuers selected based on free float-adjusted market 
capitalization, liquidity, and international investability 

criteria. 

Universe 

S&P Colombia BMI stocks trading on BVC as 
domestic stocks.  As needed, additional Colombian 

stocks trading on BVC meeting size and liquidity 
requirements may also be part of the universe. 

The universe is designed to cover the Colombian 
equity market through local listing in the BVC.  

Foreign shares trading through the Colombian Global 
Market Segment are not eligible. 

ELIGIBILITY CRITERIA 

Float-Adjusted Market 
Cap (FMC) 

Stocks must have an FMC of at least COP 600 billion 
to be included; COP 475 billion to remain in the 
index.   

Stocks have a MSCI Colombia Investable Market 
Index (IMI) cut-off of 12.5% for new securities and 
6.25% for existing constituents. 

Liquidity 
Stocks must have 3-month, 6-month, and 12-month 
ADVTs of at least COP 375 million to be included; 
COP 300 million to remain in the index. 

New securities must have 3- and 12-month annual 
traded value ratios (ATVR) of at least 2.5% and 1% 
for existing constituents. 

Trading Days 
Stocks must not have more than 10 cumulative non-
trading days during the past three months. 

At least 20% of the three-month frequency of trading 
for new securities and 10% of existing securities 

Multiple Share Classes Only the most liquid share class is represented. 
Multiple securities from the same issuer are allowed 

and are assessed separately. 

CONSTRUCTION 

Selection 
All stocks that meet the eligibility criteria form the 
index, subject to a minimum count of 14 companies. 

The MSCI COLCAP Index targets a minimum of 25 

securities and 20 issuers. All securities of the MSCI 
Colombia IMI are included. If not achieved, then 
additional stocks are pulled from the investable and 

then eligible equity universe. 

Weighting 

Constituents are FMC weighted, subject to a 15% 
single-stock cap, 40% single-sector cap, and 

minimum initial portfolio of COP 60 billion that can be 
turned over in a single day. 

Constituents are weighted according to their free float 
available in the market subject to a company cap of 

25%. 

MAINTENANCE 

Rebalancing Semiannually in March and September 

Quarterly, to coincide with MSCI’s regular index 

reviews. (November full review, February, May, and 
August for maintenance) 

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

 
5  Source: MILA News, BVC.  As of Aug. 31, 2021, the YTD traded volume is USD 4.6 billion.  The number of listed stocks on the BVC is 46 

as of Aug. 31, 2021. 

6 Source: MSCI Methodology can be found at: https://www.msci.com/msci-colcap 

https://www.msci.com/msci-colcap
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Constituent Comparison   

Exhibit 3 compares the composition and weights of each of these indices as 

of Sept. 30, 2021.  While Bancolombia has a total weight of 15.3% in the 

S&P Colombia Select Index, the company has a total weight of nearly 25% 

in the MSCI COLCAP Index when share classes are combined.  Having a 

quarter of the MSCI COLCAP Index represented by a single company can 

expose it to high single stock risk.  

Exhibit 3: Index Composition 

TICKER COMPANY 

WEIGHT (%) 

S&P COLOMBIA 

SELECT INDEX 

MSCI COLCAP 

INDEX 

PFBCOLOM Bancolombia S.A. Pref 15.3 15.9 

ECOPETROL Ecopetrol S.A. 15.4 14.4 

ISA Interconexion Electrica S.A. E.S.P. 14.5 10.7 

BCOLOMBIA Bancolombia S.A. - 9.0 

GEB Grupo Energia Bogota S.A. E.S.P. 9.0 8.3 

GRUPOSURA Grupo Inversiones Suramericana 9.1 5.4 

NUTRESA Grupo Nutresa S.A 6.9 4.8 

PFAVAL 
Grupo Aval Acciones Y Valores 
S.A. 

5.9 4.7 

PFDAVVNDA Banco Davivienda S.A 4.4 3.7 

GRUPOARGOS Grupo Argos S.A. 5.6 3.5 

CEMARGOS Cementos Argos S.A. 5.3 2.9 

CORFICOLCF 
Corporacion Financiera 
Colombiana S.A. 

3.6 2.8 

PFGRUPSURA Grupo Inversiones Suramericana - 2.2 

CELSIA Celsia S.A 1.9 2.2 

PFGRUPOARG Grupo Argos S.A. - 1.9 

CNEC Canacol Energy Ltd - 1.6 

BOGOTA Banco De Bogota S.A. 2.1 1.5 

GRUBOLIVAR Grupo Bolivar S.A. - 1.2 

PROMIGAS Promigas S.A. E.S.P. 0.9 1.0 

PFCEMARGOS Cementos Argos S.A. - 0.9 

MINEROS Mineros S.A. - 0.4 

PFCORFICOL 
Corporacion Financiera 

Colombiana S.A. 
- 0.4 

BVC 
Bolsa De Valores De Colombia 
S.A. 

- 0.3 

TERPEL Organizacion Terpel S.A - 0.3 

ETB 
Empresa De Telecomunicaciones 
De Bogota S.A. E.S.P. 

- 0.1 

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

 
 
 
 
The S&P Colombia 
Select Index requires a 
minimum of 14 stocks 
at rebalancing.   
 
 
 
 
 
 
 
 
 
 
The MSCI COLCAP 
Index requires 25 
stocks and 20 
companies.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Furthermore, the S&P 
Colombia Select Index 
has a single-stock cap 
of 15%, while the MSCI 
COLCAP Index has a 
25% stock cap.  

https://www.bvc.com.co/mercados/DescargaCanastaServlet?path=/home/canastasvigentes/Canasta_ICAP.xls
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Sector Comparison 

The S&P Colombia Select Index has less sector concentration compared 

with the MSCI COLCAP Index due to its 40% GICS sector cap requirement.  

Exhibit 4 shows a lower exposure to Financials (40.4%) than the MSCI 

COLCAP Index, which has a weight of 47.1%, making the S&P Colombia 

Select Index less concentrated and more diversified across all sectors 

representing the local market.  

Exhibit 4: Sector Comparison 

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

PERFORMANCE ANALYSIS 

The S&P Colombia Select Index delivered higher returns compared with 

the MSCI COLCAP Index over the mid- and long-term periods.  These 

indices had comparable volatility, leading to higher risk-adjusted returns for 

the S&P Colombia Select Index across every period analyzed.  

0.0% 10.0% 20.0% 30.0% 40.0% 50.0%

Communication Services

Consumer Discretionary

Consumer Staples

Materials

Energy

Utilities

Financials

Sector Weight

S&P Colombia Select Index MSCI COLCAP Index

 
 
 
 
The S&P Colombia 
Select Index has less 
sector concentration 
compared with the 
MSCI COLCAP Index 
due to its 40% GICS 
sector cap requirement. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Despite the larger 
number of securities in 
the MSCI COLCAP, it is 
a more concentrated 
index at the company 
and sector level. 
 

 

https://www.bvc.com.co/mercados/DescargaCanastaServlet?path=/home/canastasvigentes/Canasta_ICAP.xls
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Exhibit 5: Risk/Return Comparison 

PERIOD S&P COLOMBIA SELECT INDEX MSCI COLCAP INDEX 

RETURNS (%) 

3-Month 7.93 9.06 

YTD -5.49 -5.28 

12-Month 16.91 16.22 

ANNUALIZED RETURNS (%) 

3-Year -2.40 -3.30 

5-Year 1.06 0.34 

10-Year -0.18 -1.50 

Since Inception 
(Oct. 31, 2008) 

0.50 0.35 

RISK (STANDARD DEVIATION, %) 

3-Year 23.9 23.4 

5-Year 20.1 19.5 

10-Year 17.5 17.4 

Since inception 
(Oct. 31, 2008) 

17.5 17.1 

RISK-ADJUSTED RETURN 

3-Year -0.100 -0.141 

5-Year 0.053 0.018 

10-Year -0.010 -0.086 

Since Inception 
(Oct. 31, 2008) 

0.029 0.020 

CORRELATION (%) 

Since Inception 
(Oct. 31, 2008) 

98.95  

For additional information and more recent data on the S&P Colombia Select Index, please see the 
latest month-end factsheet.  
Source: S&P Dow Jones Indices LLC, MSCI, and BVC.  Data from Oct. 30, 2008, to Sept. 31, 2021.  

Index performance shown in COP.  Past performance is no guarantee of future results.  Table is 
provided for illustrative purposes and reflects hypothetical historical performance.  Please see the 
Performance Disclosures at the end of this document for more information regarding the inherent 

limitations associated with back-tested performance. 

 
 
The S&P Colombia 
Select Index delivered 
higher returns 
compared with the 
MSCI COLCAP Index 
over the mid- and long-
term periods… 
 
 
 
 
 
 
 
 
 
 
 
 
 
…and they had 
comparable volatilities, 
leading to higher risk-
adjusted returns for the 
S&P Colombia Select 
Index.  

https://www.spglobal.com/spdji/en/idsenhancedfactsheet/file.pdf?calcFrequency=M&force_download=true&hostIdentifier=48190c8c-42c4-46af-8d1a-0cd5db894797&indexId=1334469
https://www.bvc.com.co/mercados/DescargaCanastaServlet?path=/home/canastasvigentes/Canasta_ICAP.xls
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Exhibit 6: Performance Comparison 

 

 

 
For additional information and more recent data on the S&P Colombia Select Index, please see the 
latest month-end factsheet.  
Source: S&P Dow Jones Indices LLC, MSCI, and BVC.  Historical performance data from Oct. 30, 2008, 

to Sept. 30, 2021.  Calendar-year-end return data from Dec. 31, 2008, to Dec. 31, 2020.  Fiscal-year-
end return data from Sept. 30, 2009, to Sept. 30, 2021.  Index performance shown in COP.  Past 
performance is no guarantee of future results.  Charts are provided for illustrative purposes and reflect 

hypothetical historical performance.  Please see the Performance Disclosures at the end of this 
document for more information regarding the inherent limitations associated with back-tested 
performance. 

CONCLUSION 

The S&P Colombia Select Index and MSCI COLCAP Index are designed to 

be representative measures of the investable Colombian equity market.  

However, the S&P Colombia Select Index’s inclusion of single-stock and 

sector caps is designed to result in a more diversified index with less risk, 

represented by individual company share classes and less exposure to a 

single equity sector.  These index construction characteristics aim to 

present a focused index composed of leading large and liquid Colombian 

stocks.   
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The S&P Colombia 
Select Index’s 
construction 
characteristics 
differentiate it from the 
MSCI COLCAP Index.  

https://www.spglobal.com/spdji/en/idsenhancedfactsheet/file.pdf?calcFrequency=M&force_download=true&hostIdentifier=48190c8c-42c4-46af-8d1a-0cd5db894797&indexId=1334469
https://www.bvc.com.co/mercados/DescargaCanastaServlet?path=/home/canastasvigentes/Canasta_ICAP.xls
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APPENDIX 

Exhibit 7: S&P Colombia Select Index Methodology Changes since Jan. 1, 2015 

EFFECTIVE 
DATE 

CHANGE PREVIOUS METHODOLOGY UPDATED METHODOLOGY 

March 16, 2018 

Index Universe 
The underlying index universe is all 

domestic stocks in the S&P Colombia 
BMI that trade on the BVC. 

The underlying universe is all domestic 
stocks in the S&P Colombia BMI that trade 

on the BVC.  If at rebalancing, the count 

results in less than 14 eligible stocks, the 
index universe is expanded so that all stocks 

trading on the BVC are included in the 

review.  In such a scenario, the next most 
liquid, non-component stocks meeting the 
minimum FMC of at least COP 600 million 

are added until the count reaches 14. 

Minimum Component 
Count 

- 
At each semiannual rebalancing, the index 
must have a minimum of 14 components. 

March 17, 2017 

Market Capitalization 
Eligibility Factor  

Minimum FMC of USD 200 million Minimum FMC of COP 600 billion 

Liquidity Eligibility Factor  
Minimum 3-month, 6-month, and 12- 

month ADVT of USD 125,000  

Minimum 3-month, 6-month, and 12- month 

ADVT of COP 375 million 

Selection Buffers for 

Current Constituents 

Minimum FMC to remain in the index of 
USD 150 million.  Minimum three-month 

ADVT to remain in the index of USD 
100,000. 

Minimum FMC to remain in the index of COP 

450 billion.  Minimum three-month ADVT to 
remain in the index of COP 300 million. 

Constituent Weighting 
Minimum basket liquidity of USD 50 

million 
Minimum basket liquidity of COP 60 billion 

Sept. 15, 2017 
Rebalancing Reference 

Date  

The rebalancing reference date is the last 

business day of the month prior to 
rebalancing. 

The rebalancing reference date is the third 

Friday of the month prior to rebalancing. 

Source: S&P Dow Jones Indices LLC.  Data as of Sept. 30, 2021.  Table is provided for illustrative purposes. 
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PERFORMANCE DISCLOSURE/BACK-TESTED DATA 

The S&P Colombia Select Index was launched October 31, 2013. 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 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. Complete index methodology details are available at http://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 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). 

http://www.spglobal.com/spdji?utm_source=pdf_education
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 persons. S&P 

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

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

instruments based on that index. S&P Dow Jones Indices does not sponsor, endorse, sell, promote or manage any investment fund or other 
investment vehicle that is offered by third parties and that seeks to provide an investment return based on the performance of any index. S&P 
Dow Jones Indices makes no assurance that investment products based on the index will accurately track index performance or provide 

positive investment returns. S&P Dow Jones Indices LLC is not an investment advisor, and S&P Dow Jones Indices makes no representation 
regarding the advisability of investing in any such investment fund or other investment vehicle. A decision to invest in any such investment 
fund or other investment vehicle should not be made in reliance on any of the statements set forth in this document. Prospective investors are 

advised to make an investment in any such fund or other vehicle only after carefully considering the risks associated with investing in such 
funds, as detailed in an offering memorandum or similar document that is prepared by or on behalf of the issuer of the investment fund or 
other investment product or vehicle. S&P Dow Jones Indices LLC is not a tax advisor. A tax advisor should be consulted to evaluate the 

impact of any tax-exempt securities on portfolios and the tax consequences of making any particular investment decision. Inclusion of a 
security within an index is not a recommendation by S&P Dow Jones Indices to buy, sell, or hold such security, nor is it considered to be 
investment advice.   

These materials have been prepared solely for informational purposes based upon information generally available to the public and from 
sources believed to be reliable. No content contained in these materials (including index data, ratings, credit-related analyses and data, 
research, valuations, model, software or other application or output therefrom) or any part thereof (“Content”) may be modified, reverse-

engineered, reproduced or distributed in any form or by any means, or stored in a database or retrieval system, without the prior written 
permission of S&P Dow Jones Indices. The Content shall not be used for any unlawful or unauthorized purposes. S&P Dow Jones Indices and 
its third-party data providers and licensors (collectively “S&P Dow Jones Indices Parties”) do not guarantee the accuracy, completeness, 

timeliness or availability of the Content. S&P Dow Jones Indices Parties are not responsible for any errors or omissions, regardless of the 
cause, for the results obtained from the use of the Content. THE CONTENT IS PROVIDED ON AN “AS IS” BASIS. S&P DOW JONES 
INDICES PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY 

WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE 
ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE 
WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Dow Jones Indices Parties be liable to any party for any 

direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses 
(including, without limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the 
possibility of such damages. 

S&P Global keeps certain activities of its various divisions and business units separate from each other in order to preserve the independence 
and objectivity of their respective activities. As a result, certain divisions and business units of S&P Global may have information that is not 
available to other business units. S&P Global has established policies and procedures to maintain the confidentiality of certain non-public 

information received in connection with each analytical process. 

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

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


