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LONDON, DECEMBER 19, 2022: IHS Markit Benchmark Administration Limited (IMBA) has conducted

INDEX ANNOUNCEMENT

a consultation with market participants on potential changes to the iBoxx MSCI EUR High Yield Paris
Aligned Capped TCA index and iBoxx MSCI USD High Yield Paris Aligned Capped TCA index

(together, the “iBoxx MSCI EUR/USD HY PAB” indices).

BACKGROUND

The iBoxx MSCI EUR/USD HY PAB indices are designed to reflect the performance of high-yield
corporate debt denominated in EUR/USD, respectively, and conform to the minimum standards

required by the European Union (EU) for Paris-Aligned Benchmarks (PABs). For more information, see

the respective EUR and USD index guides.

Index Name ISIN (TRi) Ticker (TRi) |
iBoxx MSCI EUR High Yield Paris Aligned Capped TCAindex GB00OBLOBJ354 IBXXEPAT
iBoxx MSCI USD High Yield Paris Aligned Capped TCAindex GBO0BLOBJ792 IBXXUPAT

IMBA is updating the methodology of the iBoxx MSCI EUR/USD HY PAB indices in response to

stakeholder feedback, as follows:

(1) Replace Carbon Emissions Scope 3 Reported (metric tons) with Carbon Emissions Scope 3

Estimated (metric tons). This is driven by higher coverage and availability of Scope 3 Estimated

Carbon Emissions data as compared to the Reported Carbon Emissions data.

(2) Update the Carbon Emissions sector phase-in for Scope 3, using Scope 3 Estimated Carbon
Emissions data, such that this is phased across all remaining economic activity (NACE) sectors.
The EU PAB regulation mandates the use of Scope 3 data but allows for a specified phased-in

approach.! This update facilitates the immediate application of Scope 3 across all sectors,

without the need for further phasing in, as it exceeds the minimum timelines necessary for the

implementation of Scope 3. This update results in the removal of Scope 3 sector coverage

criteria (for phased-in sectors).

(3) Update the optimization objective function to incorporate the difference to bonds’ prior weight,

as described in the table below. This aims to better control forindex turnover.

(4) Apply a new Scope 3 Estimated Carbon Emissions coverage criteria, such that bonds missing

Scope 3 Estimated Carbon Emissions data will use the latest (‘non-null’) Scope 3 Estimated

Carbon Emissions data between the previous month end and the rebalance date. Should this

data remain unavailable then such bonds will be ineligible for the index.

' As per Commission Delegated Regulation (EU)2020/1818 of 17 July 2020: “However, due to the insufficient quality of data currently
available for Scope 3 GHG emissions, it is necessary to set out an appropriate phase-in timeline and to allow for the use of fossil fuel

reserves for a limited period of time. That phase-in timeline should be based on the list of economic activities set out in Regulation (EC) No

1893/2006.”


https://www.spglobal.com/spdji/en/documents/indexnews/announcements/20221205-1458370/1458370_imbaconsultationoniboxxmscieurusdhyparisalignedcappedtca12-5-2022.pdf
https://www.markit.com/Company/Files/DownloadFiles?CMSID=3216fc77a92e41fdbff6696fb6cb6518
https://www.markit.com/Company/Files/DownloadFiles?CMSID=1af682d634554666b87d91a7f6ed8e2c

(5) Update ‘Outlier Correction’ treatment, such that bonds with Scope 3 Estimated Carbon

Emissions data that are deemed to be outliers, will no longer be overridden using the Average
Scope 3 Sector Ratio estimation process.

As aresult of the changes, the base date for Carbon Emissions decarbonization trajectory calculation
will be reset to month-end December 2022 to coincide with the implementation date. This is in line with

the EU BMR provision for resetting the base year upon significant changes in the calculation
methodology of Carbon emissions. The table below summarizes the changes:

Methodology

Change Previous Updated
(1) Carbon Carbon Emissions Scope 3 Reported (metric tons) Carbon Emissions Scope 3 Estimated (metric tons)
Emissions provided by MSCI ESG Research provided by MSCI ESG Research
Scope 3-—
Data
(2) Carbon Apply Scope 3 data based on minimum phased-in Apply Scope 3 data across all sectors, removing the
Emissions approach set by EU PAB regulation need for phasing in and removal of Scope 3 sector
Scope 3 - coverage criteria (for phased-in sectors).
Phase-In
Schedule
3) Optimizati n . ;
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n = numberofbonds

Profile weight is the weight of the bonds in the profile
index

Optimised weight is the output of the optimisation
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where:
n = numberof bonds

Profile weight is the weight of the bond in the profile
index

Prior weight is the weight of the bond in the index on
rebalancing day, priorto rebalancing. For bonds that
were not part of the index membership at the previous

rebalance, the prior weight is zero.
Optimised weight is the output of the optimisation

(4) Treatment of

Bonds missing Scope 3 Estimated Carbon Emissions

the outlier.

missing data will use the latest (‘non-null’) Scope 3 Estimated
Scope 3 Carbon Emissions data between the previous month end
Estimated and the rebalance date. Should this data remain
Carbon unavailable then such bonds will be ineligible forthe
Emissions index.

(5) ‘Outlier Scope 3 emissions levels that are outliers will be No replacement of outliers. These will reflect the new
Correction’ replaced by estimated levels using the Average Scope 3 | Scope 3 Estimated Carbon Emissions data.
Treatment Sector Ratio, if the estimated emissions are lower than

IMPLEMENTATION TIMING

IMBA will implement the previously described methodology changes following the December 2022
month-end rebalancing, which takes effect prior to the market open on Monday, January 2, 2023.

ABOUT S&P DOW JONES INDICES

S&P Dow Jones Indices is the largest global resource for essential index-based concepts, dataand
research, and home to iconic financial market indicators, such as the S&P 500® and the Dow Jones
Industrial Average®. More assets are invested in products based on our indices than products based
on indices from any other provider in the world. Since Charles Dow invented the firstindex in 1884,
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S&P DJI has been innovating and developing indices across the spectrum of asset classes helping to
define the way investors measure and trade the markets.

S&P Dow Jones Indices is a division of S&P Global (NYSE: SPGI), which provides essential
intelligence for individuals, companies and governments to make decisions with confidence. For more
information, visit www.spglobal.com/spdii.
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indices@ihsmarkit.com
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