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Setting a New Low-Carbon Standard with the  
S&P/NZX Carbon Efficient Indices

To meet the growing demand for sustainable index-based 
strategies in New Zealand, S&P DJI has launched the  
S&P/NZX Carbon Efficient Indices, including the S&P/NZX  
50 Carbon Efficient Index and S&P/NZX 50 Portfolio Carbon 
Efficient Index. The index series is designed to incentivize 
companies to compare their carbon intensity to their  
industry group peers.

1. Can you share some background on the S&P Carbon Efficient 
Indices? What are the key elements and objectives that went  
into creating the S&P/NZX Carbon Efficient Indices? 
Ryan: The idea of implementing a carbon efficient methodology to a benchmark 
index has been around for over a decade, and S&P DJI began launching the  
S&P Carbon Efficient Indices in 2009.

The key objective behind the index is to apply a weighting methodology that 
incentivizes companies to compare their carbon intensity to their industry  
group peers around the world—recognizing that there is global consensus  
around climate change, and that environmental threats comprise the top five 
long-term global economic risks.1 A company’s weight may be adjusted positively 
or negatively based on its carbon intensity; however, companies are not  
excluded from the index solely due to their carbon intensity. 

In addition to the respective comparison to global industry peers, company 
disclosure of carbon emissions is also reviewed and affects the weight 
adjustment of the constituent within the index. Utilizing S&P Global Trucost’s 
environmental dataset, we review both the Scope 1 and Scope 2 carbon  
emission disclosure statuses.

With the launch of the S&P/NZX Carbon Efficient Indices, we have revamped the 
entire methodology to recognize the carbon impacts of companies by comparing 
them to their global industry peers, in addition to their peers in New Zealand.
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1 World Economic Forum’s  
  (WEF) 2020 Global Risk Report.
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From a performance perspective, the index series is designed to track the baseline S&P/NZX 50 Index 
and S&P/NZX 50 Portfolio Index closely, with the aim of providing risk/return characteristics that are 
similar to the benchmarks.

2. What other types of considerations are taken when evaluating constituents  
for the S&P/NZX Carbon Efficient Indices?
Ryan: With regard to the weight adjustments, one other component we review is the industry group’s 
“impact level,” which is classified as high, medium, or low. High impact industry groups include those 
such as Energy and Materials, whereas low impact industry groups include those such as Media and 
Financial Services.

There are two factors that we consider for constituent selection, and these are the “High Non-
Disclosing Carbon Emitters” and  “Controversies Monitoring” screens. As of March 2021, these  
two screens applied to zero companies in the S&P/NZX 50 Index.

The “High Non-Disclosing Carbon Emitters” screen excludes any company that is deemed to have 
high carbon emissions while also not disclosing their carbon intensity. This screen is in line with 
the objective of the index, as it incentivizes the disclosure of environmental impacts even if the 
company’s emissions are high.

The “Controversies Monitoring” screen uses a third-party data source called RepRisk. Index 
constituent companies are monitored by RepRisk, a leading provider of business intelligence on 
environmental, social, and governance (ESG) risks. RepRisk analyzes companies for a range of issues 
including economic crime and corruption, fraud, illegal commercial practices, human rights issues, 
labor disputes, workplace safety, catastrophic accidents, and environmental disasters. Using these 
data, each company is assigned a daily RepRisk Index (RRI) indicator.

If RepRisk reports that a company has met or exceeded an RRI indicator of 75, the company will 
be removed from the index. It will be considered for reinstatement only when it satisfies all the 
eligibility criteria and its RRI score has remained below 75 on all days since the previous year’s 
rebalancing date. 

3. What S&P Global Trucost carbon data are used in the S&P/NZX Carbon 
Efficient Indices?
Ryan: The carbon efficient index series utilizes the environmental dataset published by S&P Global 
Trucost. Specifically, the data used are the absolute and intensity figures for carbon emissions, 
as well as the disclosure status. Carbon intensity is calculated using the Direct + 1st Tier Indirect 
emissions, which is a combination of Scope 1, 2, and Upstream Scope 3. 

S&P Global Trucost’s environmental data are comprehensive, covering over 15,000 companies 
globally, and locally in New Zealand it covers all 50 stocks within the S&P/NZX 50 Index. Data are 
updated on an annual basis following a strict process that reviews publicly disclosed information, 
or in the absence of public disclosure, uses a proprietary environmentally extended input-output 
(EEI-O) model.
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4. Can you walk us through the S&P Global Trucost carbon data assessment?
Ryan: The S&P Global Trucost research process aims to minimize the reporting burden on 
companies, while ensuring as much transparency as possible. 

The S&P Global Trucost research process consists of four steps.

1. Research the environmental reporting of companies 
The research team reviews publicly available information including annual reports, sustainability reports, 
websites, and other sources. In addition, S&P Global Trucost is a CDP Gold Data Partner, receiving data 
annually at year end. 

2. Standardize reported data and correct reporting errors 
S&P Global Trucost analysts standardize the disclosed environmental data to best practice guidelines 
such as GRI Standards and SASB, so that it can be compared across various countries and regions.  
To correct reporting errors, outliers for datapoints are identified.

3. Complete environmental reporting gaps 
To fill the gaps in disclosure, S&P Global Trucost supplements the disclosed data with estimated data 
calculated using its proprietary EEI-O model. An additional benefit of calculating the estimated data is 
that S&P Global Trucost analysts are able to assess the reported data against modeled expectations to 
further identify potential reporting errors. 

4. Engage with companies to verify their environmental performance profile 
The final step of the process consists of an engagement process where S&P Global Trucost reaches  
out to all companies in its research universe, either by email or letter. Companies are also welcomed  
to contact S&P Global Trucost analysts at any point in their environmental reporting cycle to provide  
the most recently available data.

More information may be found at: https://www.spglobal.com/spdji/en/documents/additional-
material/the-trucost-research-process.pdf

5. What are the key characteristics of the S&P/NZX Carbon Efficient Indices?
Ryan: The indices are designed to closely track the performance of the underlying S&P/NZX 50 
Index and S&P/NZX 50 Portfolio Index. This is done by adjusting the weight of companies only within 
industry groups, while maintaining the weight of each of the industry groups. 

Carbon reduction for carbon efficient indices in comparison to the benchmark typically ranges 
between 18%-50%. This reduction varies due to the number of stocks that are within the index and 
the variance of carbon intensities. The S&P Global Carbon Standard that each of the companies 
are compared to is determined on an annual basis and can be found on the S&P Dow Jones 
Indices website. 

6. What's driving the increasing desire by investors to understand, measure,  
and manage environmental impacts in their portfolios and investments?
Nathan: Increasingly investors and asset managers are becoming more conscious about where they 
are putting their money, how they are managing portfolios, and looking for companies that align with 
ESG factors. It is now not just about the return, but rather a stronger consideration of environmental 
and sustainable elements, which is a strong reflection of the global demand for climate change 
action and New Zealand’s climate change targets.

https://www.spglobal.com/spdji/en/documents/additional-material/the-trucost-research-process.pdf
https://www.spglobal.com/spdji/en/documents/additional-material/the-trucost-research-process.pdf
https://www.spglobal.com/spdji/
https://www.spglobal.com/spdji/
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7. What are some examples of successful investment integration and product 
creation with the S&P Carbon Efficient Indices?
Ryan: The S&P Carbon Efficient Index Series has been launched in markets all around the world  
and has seen integration by several different APAC markets. Notably in 2018, the Government 
Pension Investment Fund of Japan announced investment allocation into both a global and  
domestic Japanese S&P Carbon Efficient Index. Also in Japan, there have been several different 
asset management companies that have launched ETFs based on the domestic S&P Carbon  
Efficient Index that was launched in collaboration with the Japan Stock Exchange. In 2020, the  
S&P/KRX Carbon Efficient Capped Index was launched in partnership with the Korea Stock Exchange, 
and as of March 2021, four different asset managers have launched ETFs linked to this index.

8. What impacts do you envision the S&P/NZX Carbon Efficient Indices will  
have on the New Zealand market?
Nathan: The S&P/NZX Carbon Efficient Indices could help market participants that wish to align  
their values with New Zealand’s climate change targets through the reduction of carbon exposure 
and by maintaining similar levels of risk and return to the underlying benchmark. The indices will  
help create a more transparent marketplace by providing listed companies an opportunity to  
engage with their investors.

The index series will also play an influential role in incentivizing behavioral change among listed 
companies by encouraging:

 – Rewards for those that disclose greenhouse gas emissions; and,

 – A diversification of business models toward low-carbon alternatives, as companies seek  
to improve their standing in the index.

As an important tool aligned with best practices across markets globally, incorporating the S&P/NZX 
Carbon Efficient Indices will help create a standardized measurement, allowing more visibility for 
investors to be able to easily compare New Zealand companies with those internationally.

For more information about the carbon efficient indices, please visit
 – S&P DJI’s carbon efficient designated webpage:  

https://www.spglobal.com/spdji/en/landing/investment-themes/carbon-efficient/

 – Carbon Metrics and S&P Global Trucost’s Research Process  
https://www.spglobal.com/spdji/en/landing/investment-themes/carbon-metrics/

https://www.spglobal.com/spdji/en/indices/esg/sp-krx-carbon-efficient-capped-index/#overview
https://www.spglobal.com/spdji/en/landing/investment-themes/carbon-efficient/
https://www.spglobal.com/spdji/en/landing/investment-themes/carbon-metrics/


General Disclaimer
Copyright © 2021 S&P Dow Jones Indices LLC. All rights reserved. S&P, S&P 500, S&P 500 LOW VOLATILITY INDEX, S&P 100, S&P COMPOSITE 1500, S&P MIDCAP 
400, S&P SMALLCAP 600, SELECT SECTOR, 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 Standard & Poor’s Financial Services LLC, a division of S&P Global (“S&P”). 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, 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.  
NZX and NXAZ are trademarks of NZX Limited and have been licensed for use by S&P Dow Jones Indices.
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