
TalkingPoints
ESG Goes Mainstream in Australia:  
Get to Know the S&P/ASX 200 ESG Index

With growing interest in environmental, social, and governance 
(ESG) investing around the world, S&P DJI has launched the  
S&P/ASX 200 ESG Index in order to provide a transparent measure 
of the Australian equities market with a sustainability lens.

1. Why is the S&P/ASX 200 ESG Index significant to the  
Australian market?  

The S&P/ASX Index Series has played a significant role in characterizing the 
performance of the Australian equity market since its inception in April 2000. 
Since then, the S&P/ASX 200 has served as the foundation for benchmarks 
and index-based investing strategies in Australia. The S&P ASX/200 ESG Index 
combines the broad-market coverage of the S&P/ASX 200 with improved ESG 
characteristics. By targeting 75% of each GICS® industry group’s float-adjusted 
market capitalization in the S&P/ASX 200, the S&P/ASX 200 ESG Index offers 
similar industry group weights to that of its benchmark, thereby resulting in a risk/
return profile that closely tracks its underlying index.

The S&P/ASX 200 ESG Index is part of the S&P ESG Index Series, which is designed 
to help investors integrate ESG objectives without compromising their investment 
objectives. The indices enhance overall ESG performance, targeting companies 
that rank highly according to our S&P DJI ESG Scores. The index design allows this 
ESG performance boost to come at a low cost in terms of tracking error as well.

The index eligibility and constituent selection process are driven by the S&P 
DJI ESG Scores. These scores employ data gathered through SAM’s Corporate 
Sustainability Assessment (CSA), which SAM1 has developed and administered 
over the past 20 years. The CSA and resulting S&P DJI ESG Scores provide an 
unparalleled view into companies’ sustainability performance in Australia. The 
CSA raises corporate awareness on upcoming ESG issues, challenging Australian 
companies to think about emerging ESG risks and opportunities in their 
industries. As a result, the CSA helps identify companies that are ahead of the 
curve on these topics. The CSA also contributes toward more transparency and 
reporting on these issues to the benefit of the broader investment community. 
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1 SAM, part of S&P Global, provides 
the data that powers the globally 
recognized Dow Jones Sustainability 
Indices, S&P 500 ESG Index, and 
others in the S&P ESG Index 
Series. Each year, SAM conducts 
the Corporate Sustainability 
Assessment, an ESG analysis of 
over 7,300 companies. The CSA 
has produced one of the world’s 
most comprehensive databases of 
financially material sustainability 
information, and serves as the basis 
for the scores that govern S&P DJI 
ESG indices.

https://www.spglobal.com/spdji/en/indices/equity/sp-asx-200-esg-index/#overview
https://www.spglobal.com/spdji/en/indices/equity/sp-asx-200/#overview
https://on.spdji.com/SignUp.html?src=DocFooters


2. How and why would market participants use this new index in their practice?

With the S&P/ASX 200 ESG Index, investors are now able to move ESG from the periphery of their portfolios into the 
core. By providing a similar risk/return profile to that of the S&P/ASX 200, it has become easier and more attractive to 
allocate more to ESG than ever before. In addition, the S&P/ASX 200 ESG Index methodology is simple and accessible to 
everyone, particularly to those considering making their first ESG investment. By offering improved ESG characteristics 
without needing to make too many exclusions, the tracking error of the S&P/ASX 200 ESG Index to the S&P/ASX 200 can 
be kept low. This profile makes the S&P/ASX 200 ESG Index appealing to institutions, retail investors, and the financial 
advisor community alike.

In addition, as with any of our benchmark solutions, this index has a range of potential applications, such as defining 
an investable universe, benchmarking investment performance, or supporting the construction of passive portfolios 
through investment vehicles like ETFs that are now available in the Australian market.

3. How does the S&P/ASX 200 ESG Index work? 

The methodology of the S&P/ASX 200 ESG Index is constructed to be simple, with straightforward exclusions and  
a selection process that is meant to keep the index’s industry weights in line with those of the S&P/ASX 200. 

At each rebalancing, starting with the S&P/ASX 200, the following companies are excluded from eligibility.

 – Companies with an S&P DJI ESG Score that is in the bottom 25% of scores within their GICS industry group  
in the S&P Global LargeMidCap and S&P Global 1200.

 – Companies that either extract or generate electricity from thermal coal accounting for greater than 5% 
of their revenue.

 – Companies that produce tobacco, have tobacco sales accounting for greater than 10% of their revenue, derive  
more than 10% of their revenue from tobacco-related products and services, or hold more than a 25% stake  
in a company involved in these activities.

 – Companies involved in controversial weapons, including cluster weapons, landmines, biological or chemical 
weapons, depleted uranium weapons, white phosphorus weapons, or nuclear weapons, or hold more than  
a 25% stake in a company involved in these activities.

 – Companies with a UN Global Compact (UNGC) score that is in the bottom 5% of scores in the eligible universe.

Once the exclusions are made, the index constituents are selected in the following manner.

1. Companies are ranked by their S&P DJI ESG Score.

2. Within each GICS industry group, companies are selected from the top down by S&P DJI ESG Score to get as  
close as possible to 75% of the float-adjusted market capitalization of the S&P/ASX 200 GICS industry group.

The resulting index constituents are then weighted by float-adjusted market capitalization.
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Exhibit 1: The S&P/ASX 200 ESG Index Summary

Objective: To target 75% of the market capitalization within each GICS industry group of the S&P/ASX 200,  
using the S&P DJI ESG Score.

Step 1: Exclude companies involved in thermal coal, 
tobacco, or controversial weapons, or with a low 
UNGC score.

Step 2: Exclude companies with S&P DJI ESG Scores in 
the bottom 25% of their GICS industry group globally.

Step 3: Within the S&P/ASX 200, sort the remaining 
companies by their S&P DJI ESG Scores within each  
GICS industry group.

Step 4: Starting from the company with the highest  
S&P DJI ESG Score, select companies for inclusion from 
the top down, targeting 75% of the GICS industry group.

Step 5: Weight companies by float-adjusted market 
capitalization.

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

4. What makes the S&P/ASX 200 ESG Index stand out from others in this space?

There are three key differentiators with the S&P/ASX 200 ESG Index: the benchmark, the methodology, and the data.

As we know, the S&P/ASX 200 ESG Index is based on of the S&P/ASX 200, the leading benchmark index in Australia. The 
familiarity that investors have with this index can provide comfort, as the ESG version of the S&P/ASX 200 is based on a 
starting point they understand and have used for years.

The methodology, as previously discussed, makes the index highly accessible to market participants of all levels 
of conviction. The S&P/ASX 200 ESG Index looks and feels similar to its benchmark, which is reflected in the index 
performance. Similar GICS industry group weights and the overall weighting process (the index is simply weighted 
by float-adjusted market capitalization) achieve this naturally without the need for any sort of additional weight 
adjustments or optimization. Most importantly, these traits still result in a basket of companies that are strong 
performers from a sustainability perspective. Investors will now have access to the best of both worlds.

The data, which will be discussed in more detail later in this piece, is the second major advantage of the S&P/ASX 200 
ESG Index. The primary driver of constituent eligibility and selection is the S&P DJI ESG Scores. The backbone of these 
scores is data derived from the CSA administered by SAM, part of S&P Global. These scores are unique compared to 
other ESG ratings because they go beyond public disclosure, are highly granular, and have been cultivated over 20 years 
of investment experience by SAM, focusing on the most financially material sustainability issues facing companies.
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5. If the data is the key driver, can you walk us through the process of data collection and what 
makes this data stands out? 

The data that goes into the S&P DJI ESG Scores is collected via the CSA. The CSA is an industry-specific questionnaire 
that assesses a company’s ESG performance, focused on financially material sustainability factors that are linked to 
a company’s long-term financial performance. Up to 1,000 individual data points are captured by the CSA, rolling up to 
the individual environmental, social, and governance dimensions and then once more to create a holistic, top-level ESG 
score. In addition, there is a unique CSA questionnaire for each of the 61 industries covered, ensuring that the most 
material factors relevant to each industry are reflected in a company’s score.

Exhibit 2: S&P DJI ESG Scores Aspect Levels

Source: SAM, part of S&P Global. Chart is provided for illustrative purposes.

The CSA is completed by companies themselves, should they choose to participate. This provides an intimate look at a 
company’s sustainability performance and features information not necessarily available in the public domain. Not all 
companies choose to participate in the CSA, however, and in these instances, SAM’s analysts will perform the CSA on 
behalf of the company using publicly available data. This ensures that every company in the S&P/ASX 200 receives an 
S&P DJI ESG Score, which is used in the constituent selection and rebalancing of the S&P/ASX 200 ESG Index.

This particular data set stands out because it not only provides a detailed view of how companies operate from a 
sustainability perspective, but also because the data set has been refined through 20 years of investment experience by 
SAM. This underlies the financial materiality of the scores, as SAM’s experience in this area over the past two decades 
has shaped how each individual data point is weighted. For example, if the environmental dimension weight in a 
company’s S&P DJI ESG Score is 42%, it means there is a data-driven reason for that. While the majority of ESG scores 
available in the market reflect only publicly available data, the S&P DJI ESG Scores stand out in their uniqueness.

S&P DJI ESG Scores are currently available for 4,700 publicly listed companies (representing ~90% of global market 
capitalization), with coverage expanding to 7,000 companies by 2020 (representing approximately 95% of global  
market capitalization). 
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6. What are the key benefits of the S&P/ASX 200 ESG Index? 

The S&P/ASX 200 ESG Index is designed to increase exposure to companies with strong ESG performance without 
significant deviation from the risk/return profile of the S&P/ASX 200. Sample ESG impacts of the S&P/ASX 200 ESG 
Index are illustrated in Exhibit 3.

Exhibit 3: S&P/ASX 200 ESG Index – Measuring the Impacts

Source: S&P Dow Jones Indices LLC. Data as of June 30, 2020. Increased index exposure to each ESG theme in the metrics included here are calculated 
using the question-level data in SAM’s CSA (2019 methodology year). These metrics are calculated using index data as the percentage difference between 
the performance of the S&P/ASX 200 ESG Index and the S&P 200 constituents across these metrics, on a weighted average basis. Chart is provided for 
illustrative purposes.
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General Disclaimer
Copyright © 2020 S&P Dow Jones Indices LLC. All rights reserved. STANDARD & POOR’S, 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, S&P GIVI, GLOBAL TITANS, DIVIDEND ARISTOCRATS, S&P TARGET DATE INDICES, 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 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.
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.
ASX, ALL ORDINARIES are trademarks of ASX Operations Pty Ltd. and have been licensed for use by S&P Dow Jones Indices.
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