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Introduction

Background

The term “sustainable investment” covers a range of concepts and 
niche asset classes, from carbon trading and cleantech investment to 
the use of environmental, social and governance (ESG) information in 
portfolio construction and voting policies.  

Taken as a whole, sustainable investment is a dynamic, expanding and 
global market worth several trillion dollars.  Participants include highly 
infl uential pension funds such as CalPERS, ABP and Hermes, and 
money managers and investment banks ranging from Goldman Sachs 
to Citi as well as many specialist boutiques.

This market trend is mirrored in many of the world’s publicly listed 
companies and their strategic management of issues such as climate 
change, clean technology, labour standards and human rights.  
Companies (and their investors) recognise that factors like these can 
be essential to innovation, productivity and market growth as well 
as to risk management and brand value.  Policy-makers, legislators, 
regulators and accounting standards boards are also focusing on 
sustainability issues in the corporate and investment spheres.  

Many exchanges have taken innovative steps to anticipate and 
respond to these new opportunities.  Their initiatives range from 
measures to improve information effi ciency through sustainability 
indices and disclosure guidance, to specialist listing and trading 
platforms.  

Aims and methodology

The World Federation of Exchanges (WFE) has therefore 
commissioned this report from Delsus Limited with two goals:

• To help share experience and ideas within the global community of 
exchanges; and

• To raise awareness amongst market participants, regulators and 
other external stakeholders.

The report is based on a survey of the WFE’s 51 member exchanges 
that invited them to submit information on relevant initiatives, 
followed by further desk research into the examples received in 
response to the survey.   

The report is not intended to be a comprehensive and systematic 
review of all sustainable investment initiatives at all exchanges.  
Some information may not be included in this report for reasons of 
commercial confi dentiality, or simply to avoid repetition in the text.  
Nor does the report try to set to a simplistic benchmark against 
which the “sustainability” of any exchange can be judged, as the 
business case depends on the specifi c circumstances of each market, 
which have widely different characteristics.  

Rather, the report aims to provide a representative overview of the 
types of sustainable investment business strategies that can be 
observed amongst WFE’s members, with a particular emphasis on 
some of the more notable and innovative examples.

Structure of the report

The fi rst part of this report describes the overall landscape of 
sustainable investment initiatives in WFE’s members, together with 
discussion on the business drivers for these initiatives.  

Annex A presents eight case studies from different geographical 
regions (see fi gure below) to illustrate the diversity of approaches, as 
well as some common trends.

Annex B contains information on the various sustainability indices 
currently provided by members of the WFE.

Figure 1:  Case studies
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Over the last fi ve years or so, social and environmental risks and 
opportunities (together with corporate governance) have emerged 
from a long incubation on the fringes of the mainstream investment 
industry to become commonplace long-term investment themes in 
the world’s capital markets.  

For example, according to the US Social Investment Forum, roughly 
11 per cent of assets under professional management in the US are 
now involved in socially responsible investment.  Eurosif estimates 
that socially responsible investment assets represent over 17 per cent 
of the asset management industry in Europe.  Over 170 pension funds 
and other asset owners – with combined assets under management 
of around US$18 trillion - have now signed the UN Principles for 
Responsible Investment.  The pace of change and innovation in the 
sustainable investment fi eld is particularly noticeable in emerging 
economies such as Brazil, India, China and South Africa.  

A key driver behind these trends is the growing political and economic 
prominence of climate change, together with market-based incentives 
for the transition to a lower-carbon future.  Labour standards, human 
rights, product safety, human capital and poverty reduction are also 
major issues.  

The basic hypothesis behind these powerful trends in sustainable 
investment is that environmental, social and governance (ESG) factors 
in an economy, sector or company play an increasingly important part 
in creating or eroding shareholder value.  Beyond this business case 
rationale, many investors and stakeholders also argue a compelling 
case for treating sustainable development as a straightforward matter 
of good corporate citizenship and enlightened self-interest.

Participants in the broad sustainable investment market include 
pension funds and other institutional investors; hedge funds; retail 
investors; and high net worth individuals and family offi ces, together 
with a wide range of advisors, intermediaries, asset managers and 
other links in the value-chain.  In simple terms, their routes into 
the sustainable investment market can be divided into three main 
categories:

• “Socially responsible” or “ethical” investment funds that use 
corporate social responsibility (CSR) as a positive or negative fi lter in 
portfolio construction.  This is sometimes combined with shareholder 
activism. 

• “Green” investment strategies specialising in companies that 
provide solutions to sustainable development problems e.g. clean 
technology, renewable energy, environmental services, healthcare.

• “Mainstream” integration of non-traditional fi nancial factors 
(including ESG factors) into fi nancial analysis, portfolio construction 
and share ownership.  This is often combined with shareholder 
engagement.

At the same time, sustainable investment is slowly but surely rising up 
the agenda of other stakeholders who play a key role in shaping the 
investment climate:  legislators, policy-makers, regulators, multilateral 
agencies, and the professional bodies that set accounting and auditing 
standards.

All of this translates into some important strategic and commercial 
questions for exchanges:

• How can an exchange help ensure that the market effi ciently meets 
the new ESG-related information needs of investors, analysts and 
companies?  

• Can ESG issues contribute to the badge of quality, integrity and 
transparency conferred on companies by listing on the Exchange and 
to the overall profi le of individual markets?

• Can the exchange help to raise corporate awareness and 
management practices among listed companies?

• Can the exchange add value by introducing investors and issuers to 
one another on theme of sustainability excellence?

• Can the exchange create new listing and trading products geared to 
specifi c sustainable investment niches?

• How can exchanges help to shape the way that regulatory 
conditions and reforms facilitate ESG transparency and sustainable 
investment fl ows?

The relevance of these questions to individual exchanges - and the 
decisions they take - clearly depends on each exchange’s specifi c 
business characteristics.  In general, however, the sustainable 
investment strategies currently in evidence among WFE’s 51 members 
fall into three broad categories:

• Raising ESG awareness and standards among listed companies;

• Information products and services for sustainable investors; and

• Specialised markets for specifi c sustainable investment niches.

 

Exchanges and sustainable 
investment: an overview



4  Exchanges and Sustainable Investment | August 2009

Raising ESG awareness and 
standards among listed companies

Several exchanges – many of them in emerging markets – have taken 
initiatives in recent years that are designed to raise issuing companies’ 
awareness and/or to promote or require better transparency and 
disclosure on ESG-related performance and risk factors.

In Malaysia and Thailand, for example, the emphasis has been on 
promoting corporate social responsibility (CSR) concepts, including 
publication of annual CSR/sustainability reports on (initially at least) a 
voluntary basis. 

Bursa Malaysia (see case study on page 22) began by publishing CSR 
guidance for companies in September 2006, followed by sponsorship 
of prestigious annual awards for CSR reporting in conjunction with 
partners such as the Malaysian Institute of Management.  At the 
same time, Bursa Malaysia has closely monitored and evaluated the 
quality of CSR reporting in Malaysia, publishing a detailed report on 
companies’ progress in April 2008.  

The Exchange also worked closely with Malaysia’s regulators and 
policy-makers to begin a carefully paced transition to mandatory 
CSR reporting by listed companies:  Malaysian companies are now 
required to include in their Annual Reports a description of their CSR 
activities and practices or, if there are none, a statement to this effect.  
This requirement is also incorporated into Bursa Malaysia’s listing 
rules.  The format and content of this disclosure are not prescriptive, 
although the trajectory set by Bursa Malaysia since 2006 suggests 
that, over time and as companies gain experience, there could be 
closer alignment with the international ESG reporting standards set 
by the Global Reporting Initiative (GRI).

The Stock Exchange of Thailand (SET) has taken a slightly different 
approach to raising CSR awareness and standards.  In 2007, SET 
established a Corporate Social Responsibility Institute (CSRI) to 
encourage the business sector to be more involved with society and 
the environment and to promote concepts and practices relating to 
CSR.   SET also conducts the annual CSR Awards to recognize listed 
companies that demonstrate exceptional contributions to society.  
Substantive measures have also been undertaken to raise corporate 
governance standards.

China’s stock exchanges have followed a similar path of CSR 
awareness raising and encouraging companies to publish annual 
CSR reports.  The Shenzen Stock Exchange issued CSR guidance for 
listed companies in early 2006 and has followed this with training 
programs, whilst the Shanghai Stock Exchange (see case study on 
page 31) introduced equivalent measures in May 2008 in the form of 
the ‘Shanghai CSR Notice’ and the ‘Shanghai Environmental Disclosure 
Guidelines’.  

The measures taken by both the Shanghai and Shenzen Stock 
Exchanges sit within a wider framework of government policy to 
harness the capital markets to foster environmentally and socially 
sustainable private sector development.   This includes the “Green 
Securities” policy, launched by the Ministry of Environmental 
Protection (MEP) in February 2008 in partnership with the China 
Securities Regulatory Commission (CSRC).  The policy aims to make 
it harder for polluters to raise capital by requiring companies listed 
on the stock exchange to disclose more information about their 
environmental record.

The “Green Securities” policy was enhanced by the issuance of the 
“Green IPO” policy in June 2008.  This requires enterprises in liang 
gao1 industries  to undergo an environmental assessment by the MEP 
before initiating an IPO or obtaining refi nancing from banks.  During a 
10-day pre-IPO evaluation period, MEP conducts its own assessment 
and calls for the public’s opinion through a national hotline.  If MEP 
approves the company, it then issues a permit to let the IPO proceed.  
As of September 2008, this process was responsible for the rejection 
or further review of IPOs from 20 out of 38 companies reviewed since 
the policy was implemented in February 2008.

Many exchanges are involved in providing various types of 
sustainability indices and these are discussed in the following section.  
However, it is relevant to note here that in several cases - particularly 
BM&FBOVESPA and the Johannesburg Stock Exchange (see 
case studies on pages 15 and 24) - raising corporate sustainability 
standards among listed companies has been central to the business 
rationale and project design.  This is refl ected in a strong emphasis 
on stakeholder consultation, industry outreach, strategic partnerships 
with business schools and other capacity-building organizations, and 
making index components and weightings publicly available.

1 The Liang Gao framework refers to a group of 14 industries that MEP has 
identifi ed as being particularly energy-intensive, polluting and excessive in 
production capacity.  These industries include thermal power; steel and iron; 
cement; aluminum; coal; metallurgy; building materials; mining; chemicals; oil; 
pharmaceuticals; light industry; textiles; and leather.
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In developed markets, the Corporate Governance Council of the 
Australian Securities Exchange (ASX) (see case study on page 11) 
has taken an important step by referencing sustainability-related 
issues in the August 2007 revision to its Corporate Governance 
Principles and Recommendations.  ASX listing rules require listed 
companies to disclose the extent to which they have followed the 
Recommendations and, if a Recommendation has not been followed, 
the reasons for not following the Recommendation.  Disclosure is on 
an “if not, why” basis.   

The Revised Principles include the recommendation under Principle 
7.1 that “companies should establish policies for the oversight and 
management of material business risks and disclose a summary 
of those policies”.  What is notable in the sustainable investment 
context is that the commentary goes on to add that “….these risks 
may include but are not limited to: operational, environmental, 
sustainability, compliance, strategic, ethical conduct, reputation 
or brand, technological, product or service quality, human capital, 
fi nancial reporting and market-related risks” (emphasis added).  The 
Revised Principles also emphasise the importance of involving internal 
and external stakeholders – including the broader community – in the 
development of risk management policies.

The June 2008 edition of the ASX’s annual review of companies’ 
compliance with its corporate governance standards included 
a particular focus on adherence to the new Principle 7 in 2007 
annual reports.  85% of listed companies indicated adoption of 
Recommendation 7.1 but did not then disclose descriptions of the 
policies they were adopting.  The review found that approximately 
15% of entities reported on a wider range of risks.  Of the entities 
that reported on a wider range of risks, the risks most commonly 
reported on were: compliance (70%), fi nancial reporting (65%), 
operational (64%), and environmental (54%).  Other types of risks 
reported on were; people, strategic, sustainability, strategic, ethical 
conduct, reputation/brand, technological, product/service quality, 
human capital and other including occupational health & safety and 
legal. 

ASX’s approach is similar to that of the Taiwan Stock Exchange 
(TWSE).  In 2006, the TWSE revised its Corporate Governance 
Best-Practice Principles for Listed Companies (CG Best-Practice) 
to recommend that listed companies should set up environmental 
protection or other committees (such as CSR Committees) and have 
them stipulated in their articles of incorporation.  Furthermore, since 
2008, TWSE’s regulator has required all listed companies to include 
CSR reporting in the corporate governance statement of the annual 
report and prospectus, including the information on the company’s 
CSR system, measures adopted and performance.  

To raise ESG awareness and standards among listed companies, the 
TWSE is working closely with the Gre-Tai Securities Market, Taiwan 
Business Council for Sustainable Development and the Taiwan CSR 
Institute to draft CSR guidance for companies.  The fi nal draft was 
submitted to TWSE’s regulator in May 2009 for approval.  

The National Stock Exchange of India (NSE) provides yet another 
example of the innovative measures that exchanges can take to raise 
the ESG awareness of listed companies and help them to improve 
ESG disclosure and investor relations.  In the NSE’s case, the strategy 
also includes the goals of educating local investors and promoting 
the Indian market to international investors with an interest in ESG 
issues.  In September 2009, NSE will host a capital market markets 
forum in Mumbai on the theme of “Responsible Investment in India” 
in association with the UN PRI, the International Finance Corporation 
(IFC), TERI-Europe and Delsus Limited.  

NSE’s invitation-only event is aimed at foreign institutional investors, 
CEOs of India’s leading businesses and senior representatives 
from Indian pension funds, asset managers and banks.  Confi rmed 
international speakers include the TIAA-CREF, PGGM, APG, Robeco 
and the Offi ce of the Comptroller, City of New York.  The event is 
intended to provide two-way benefi ts by helping Indian companies to 
get a better understanding of the ESG agenda of foreign institutional 
investors, and helping foreign institutional investors to get a better 
understanding of the ESG issues and investment opportunities in 
India.
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Information products and services 
for sustainable investors

Table 1 (page 7),  lists the full range of sustainability-related 
investment indices provided by WFE members, either directly or 
through subsidiaries.  More detailed information is provided in Annex 
A.  New product launches have increased signifi cantly since 2007, as 
has the number of exchanges entering this fi eld for the fi rst time.  

The early pioneers and current main players are the London Stock 
Exchange Group (via its 50 per cent ownership of FTSE), NASDAQ 
OMX and NYSE Euronext (see case study on page 27).  The majority 
of new entrants are from developing markets such as South Africa, 
Brazil, Korea, Indonesia and India.  

The very latest additions are the Shanghai Stock Exchange’s Social 
Responsibility Index (launched in August 2009) and an ESG Index 
being developed by the Egyptian Exchange in association with the 
Egyptian Institute of Directors and Standard & Poor’s (scheduled for 
launch in early 2010).

In general terms, developed market exchanges are focusing primarily 
on investable indices which can be licensed to tracker funds or 
customised to client’s specifi c requirements, whilst the agenda in 
emerging markets has usually begun with profi le raising, investor 
confi dence and changing corporate behaviour.

Until recently, all of these indices have tended to fall into one of two 
main categories:

• Broad-based indices of stocks from all industry sectors, using 
extensive ESG criteria and scoring systems to select companies that 
are “leaders” in social and environmental responsibility.  Examples 
include the FTSE4Good series, the BM&FBOVESPA Corporate 
Sustainability Index (ISE), the Johannesburg Stock Exchange Socially 
Responsible Investment Index, the NASDAQ OMX GES Sustainability 
Nordic Index, and the Wiener Börse VÖNIX Sustainability Index.

• Sector-specifi c indices focusing specifi cally on companies that 
provide solutions to sustainability challenges, particularly in relation 
to clean technology, sustainable energy and environmental services.  
These are frequently linked to exchange-traded funds (ETFs).  

Examples of the latter type of index product include FTSE’s 
Environmental Technology Index series, Deutsche Börse’s DAXglobal 
Alternative Energy Index, the NASDAQ OMX Clean Edge Global 
Wind Energy Index, and the NYSE Arca Cleantech Index.  In addition, 
the International Securities Exchange (ISE) offers three proprietary 
cleantech indexes:  the ISE Water Index, the ISE-CCM Green Energy 
Index and the ISE Global Wind Energy Index.  ETFs based on the water 
index and the wind energy index are listed on NYSE Arca through a 
partnership between ISE and First Trust.

In the last year, NYSE Euronext has launched a third variation:  a 
broad-based (non-sector specifi c) index oriented around a single 
ESG issue, in this case climate change.  The NYSE Euronext Low 
Carbon 100 Europe® Index is an index weighted by free-fl oat market 
capitalization designed to measure the performance of the 100 
largest European companies having the lowest carbon (CO2) intensity 
in their respective sectors or homogeneous sub-sectors.  

Indices are by no means the only sustainability-related information 
product that can be provided by exchanges.  An interesting example 
is provided by the Luxembourg Stock Exchange (LuxSE), which has 
become a leading listing venue for microfi nance investment vehicles 
(MIVs).  A key LuxSE initiative to strengthen this market is the 
Luxembourg Fund Labelling Agency (LuxFLAG), an independent non-
profi t association created in 2006 by LuxSE and six other founding 
Charter Members including ALFI, the European Investment Fund, the 
Ministry of Foreign Affairs and the Ministry of Finance.   The Agency 
aims to promote the raising of capital for microfi nance by awarding 
a recognisable label to eligible MIVs.  Its objective is to reassure 
investors that the MIV actually invests, directly or indirectly, in the 
microfi nance sector. 
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Table 1:  Sustainability indices offered by WFE member exchanges

Exchange Index Launch year

BME FTSE4Good IBEX Index 2008

BM&FBOVESPA Corporate Sustainability Index (ISE) 2005

Deutsche Börse DAXglobal® Alternative Energy Index 2006

DAXglobal® Sarasin Sustainability Germany Index 2007

DAXglobal® Sarasin Sustainability Switzerland Index 2007

The Egyptian Exchange ESG index in development with S&P 2010(a)

Indonesia Stock Exchange SRI-KEHATI Index 2009

International Securities Exchange ISE Water Index 2000

ISE-CCM Green Energy Index 2001

ISE Global Wind Energy Index 2005

Johannesburg Stock Exchange JSE Socially Responsible Investment (SRI) Index 2004

Korea Exchange Korean SRI Index (in development) 2009(b)

London Stock Exchange Group
(via joint ownership of FTSE)

FTSE4Good Global Index 2001

FTSE4Good US Index 2001

FTSE4Good Europe Index 2001

FTSE4Good UK Index 2001

FTSE4Good Global Index 100 2001

FTSE4Good US 100 Index 2001

FTSE4Good Europe 50 Index 2001

FTSE4 Good UK 50 Index 2001

FTSE4Good Japan Index 2004

FTSE4Good Environmental Leaders Europe 40 Index 2007

FTSE4Good Australia 30 Index 2008

FTSE4Good IBEX Index 2008

FTSE KLD Global Sustainability (GSI) Index Series 2008

FTSE KLD Global Climate 100 Index 2008

FTSE Environmental Technology Index Series 2008

The FTSE Environmental Opportunities Index Series 2008

NASDAQ OMX NASDAQ Clean Edge US Index 2006

NASDAQ OMX Clean Edge Global Wind Energy Index 2008

Wilder NASDAQ OMX Global Energy Effi cient Transport Index 2008

OMX GES Sustainability Nordic Index 2008

OMX GES Ethical Nordic Index 2008

OMX GES Ethical Denmark Index 2008

OMX GES Ethical Finland Index 2008

OMX GES Ethical Norway Index 2008

OMX GES Ethical Sweden Index 2008

OMX GES OMXS30 Ethical Index 2008

OMX GES Sustainability Sweden Ethical Index 2008

OMX GES Sustainability Sweden Index 2008

National Stock Exchange of India S&P ESG India Index 2008

NYSE Euronext NYSE Arca Cleantech Index 1999

NYSE Arca Environmental Services Index 2003

NYSE Arca WilderHill Clean Energy Index 2004

NYSE Arca WilderHill Progressive Energy Index 2006

Euronext FAS IAS Index 2006

Low Carbon 100 Europe Index 2008

Shanghai Stock Exchange SSE Social Responsibility Index 2009

Tel-Aviv Stock Exchange Maala SRI (Socially Responsible Investing) Index 2005

Wiener Börse VÖNIX Sustainability Index 2008

CEE Responsible Investment Universe Index (CEERIUS®) 2009

(a) Launch planned for Q1 2010
(b) Launch planned for Q3 2009
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Specialised markets for specifi c 
sustainable investment niches

Carbon trading

Several WFE members are active in servicing national and 
international carbon trading markets:

• The Montréal Exchange, part of the TMX Group, created the 
Montréal Climate Exchange (MCeX) in 2006 as a joint venture 
with the Chicago Climate Exchange.  MCeX offi cially launched 
trading in May 2008, two months after the Government of Canada 
published the fi nal version of its Regulatory Framework for Industrial 
Greenhouse Gas Emissions.  MCeX provides a trading platform 
for futures contracts based on carbon emission reduction credits, 
enabling companies that have a ‘carbon cap’ to manage their 
emissions risk at lowest cost.

• The Australian Securities Exchange (ASX) is at an advanced 
stage of readiness to introduce futures and options products based 
on greenhouse gas emission permits and emission reduction credits, 
pending the introduction of planned legislation to implement the 
Australian government’s Carbon Pollution Reduction Scheme.

• NYSE Euronext has a 60 per stake in Paris-based BlueNext, whose 
stated aim is to be the world’s largest exchange for carbon and other 
environment-related products.  BlueNext’s current products include 
both spot and futures markets for Certifi ed Emission Reduction (CER) 
credits under the Kyoto Protocol’s Clean Development Mechanism 
and European Union Allowances (EUAs) under the European Emissions 
Trading Scheme (ETS).

• NASDAQ OMX Commodities and Nord Pool ASA together 
constitute Europe’s leading commodity exchange for power and 
global emission products, including spot and physical forward 
contracts for both EUAs and CERs.  NASDAQ OMX Commodities 
also operates the clearing business and offers consulting services to 
commodity markets globally.  More than 50 per cent of the energy 
consumption in the Nordic countries is based on renewable energy 
resources.

• Deutsche Börse and SIX Swiss Exchange jointly operate Eurex, 
one of the world’s leading derivative exchanges.  In partnership with 
the European Energy Exchange (EEX), Eurex offers trading and OTC 
clearing in EUA futures, CER futures and options on EUA futures.  In 
2009, Eurex expanded its product range with the addition of weather 

derivatives.  Eurex is also the parent company of the International 
Securities Exchange (ISE), which offers three cleantech indices with 
their associated ETFs and index options products. 

• In Brazil, BM&FBOVESPA has created a Carbon Market comprising 
a Carbon Facility (which hosts the registration of carbon emission 
reduction projects validated under the Clean Development 
Mechanism (CDM) and a Carbon Credit Auction System.  The 
Exchange is currently examining the feasibility of organising an OTC 
market for CERs.

• The Buenos Aires Stock Exchange (BBA) has launched a Carbon 
Market to promote the development of CDM projects in Argentina.  
This includes education programs, corporate carbon trading 
simulations and building relationships between project developers and 
international investors.

Cleantech investment

Cleantech investing has enjoyed remarkable growth in recent years 
as investors have aligned themselves with the way that consumers, 
businesses and governments are responding to issues such as climate 
change and energy security.  The European Union’s ten largest such 
funds had more than €10.8 billion of assets under management in 
late 2008, while dollars invested by US venture capitalists into the 
cleantech sector during 2008 grew by 52% to US$4.1 billion, despite 
the credit crunch and associated economic downturn.

A number of WFE members – most notably the London Stock 
Exchange Group (through AIM), NYSE Euronext, NASDAQ OMX and 
the TMX Group – have positioned themselves to capitalise on this 
fast-growing market.  Strategies include:

• Sponsoring and attending cleantech conferences and trade fairs

• Cleantech investor days

• Marketing to attract cleantech IPOs

• Cleantech indices (see table 1 on page 7)

• Cleantech ETFs (see table 2 on page 9)
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New innovations in public/private mechanisms for 
development aid

In addition to establishing itself as a global hub for microfi nance 
investment, the Luxembourg Stock Exchange’s involvement in the 
International Finance Facility for Immunisation (IFFIm) provides 
another example of alternative opportunities in the intersection 
between fi nance and development.   

 IFFIm was established in 2006 to accelerate the availability of 
funds to be used for health and immunisation programmes in 70 of 
the poorest countries around the world.  It works by issuing bonds 
and using the proceeds to “frontload” aid funding.  This innovative 
funding programme is thus able to increase signifi cantly the fl ow of 
aid to ensure reliable and predictable funding fl ows for immunisation 
programmes and health system development.  An anticipated IFFIm 
investment of US$4 billion is expected to protect more than 500 

million children through immunisation campaigns against measles, 
tetanus, and yellow fever by 2015.  

IFFIm’s US$1 billion inaugural bond issue was admitted to trading 
on LuxSE in November 2006. The bonds were priced comparably to 
other sovereign/supranational issuers and were bought by a broad 
range of investors – both geographically and by investor type – 
including several central banks, pension funds, fund managers, and 
insurance companies.  This fi rst tranche of the IFFIm programme 
was a landmark not only in the history of multilateral development 
aid, but also by the active role played by the international capital 
markets.  A second tranche of IFFIm bonds was admitted to trading 
on LuxSE in March 2008.  This US$223 million-equivalent South 
African rand denominated issue was structured for Japanese 
investors.

Table 2:  Examples of recent cleantech ETFs

Exchange Traded Fund Exchange Launch year

First Trust NASDAQ Clean Edge Green Energy Index Fund NASDAQ 2007

PowerShares Global Wind Energy NASDAQ 2008

Airshares EU Carbon Allowances Fund NYSE Arca 2008

Claymore S&P Global Water Index ETF NYSE Arca 2008

Claymore/MAC Global Solar Energy Index ETF NYSE Arca 2008

First Trust ISE Water Index Fund NYSE Arca 2007

First Trust ISE Global Wind Energy ETF NYSE Arca 2008

iShares KLD 400 Social Index Fund NYSE Arca 2008

iShares KLD Select Social Index Fund NYSE Arca 2005

Market Vectors Environmental Services Index Fund NYSE Arca 2008

PowerShares Global Clean Energy NYSE Arca

Euronext Paris 2008

PowerShares Global Water Portfolio NYSE Arca 2008

PowerShares WilderHill Clean Energy Portfolio NYSE Arca 2008

PowerShares WilderHill Progressive Energy Portfolio NYSE Arca 2008

EasyETF Low Carbon 100 Europe Euronext Paris 2008

ETFS DAXglobal Alternative Energy Fund Euronext Amsterdam

London Stock Exchange 2008

iShares S&P Global Clean Energy Index Fund NASDAQ

Euronext Amsterdam 2008

Lyxor ETF New Energy Euronext Paris 2007

Lyxor World Water Euronext Paris 2007

EasyETF FTSE ET50 Environment Euronext Paris 2008

EasyETF Water Euronext Paris 2008
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Annex A
Case studies
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Domestic market cap (Feb 2009): USD 567.5 billion

Value of share trading in 2008: USD 1,258.8 billion

Number of listed companies: 2 003

Web address: www.asx.com.au

Sustainability risks integrated into corporate governance 
principles

ASX Listing Rule 4.10.3 requires entities to disclose in the corporate 
governance statement of the annual report the extent to which 
the company has followed the Recommendations set by the ASX 
Corporate Governance Council during the reporting period and, 
if a Recommendation has not been followed, the reasons for not 
following the Recommendation.  Disclosure is on an “if not, why” 
basis. 

 The Recommendations referred to in Listing Rule 4.10.3 were fi rst 
issued in March 2003.  Following a 12-month review and extensive 
public consultation, the ASX Corporate Governance Council released 
the revised Corporate Governance Principles and Recommendations 
(Revised Principles) in August 2007.  Amongst the key changes, 
Principle 7 in the Revised Principles was restructured to recommend 
that:

• Entities should establish policies on risk management or 
summaries, and disclose these policies.

• Board should require management to design and implement a risk 
management and internal control system to manage their material 
business risks and report on whether they are being managed 
effectively.  The board should disclose that management has 
reported on this issue.

• Boards should disclose that the “CEO/CFO sign-off” mandated in 
section 295A of the Corporations Act is founded on a sound system 
of risk management that is operating effectively in all material 
respects in relation to material business risks.

Importantly, environmental and sustainability risks are amongst 
the range of non-traditional risk factors that are recommended for 
consideration (see box on the next column).  

Australian Securities Exchange

ASX Corporate Governance Principles and 
Recommendations (second edition)

Principle 7:  Recognise and manage risk

Principle 7.1:

Companies should establish policies for the oversight and 
management of material business risks and disclose a summary of 
those policies.

Commentary

Each company will need to determine the material business risks 
it faces.  When establishing and implementing its approach to risk 
management, a company should consider all material business 
risks.  These risks may include but are not limited to:  operational, 
environmental, sustainability, compliance, strategic, ethical 
conduct, reputation or brand, technological, product or service 
quality, human capital, fi nancial reporting and market-related 
risks…

…When developing risk management policies the company 
should take into account its legal obligations.  A company should 
also consider the reasonable expectations of its stakeholders.  
Stakeholders can include: shareholders, employees, customers, 
suppliers, creditors, consumers and the broader community in 
which the company operates.

Failure to consider the reasonable expectations of stakeholders 
can threaten a company’s reputation and the success of its 
business operations.  Effective risk management involves 
considering factors which bear upon the company’s continued 
good standing with its stakeholders.
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The Revised Principles also emphasise the importance of involving 
internal and external stakeholders – including the broader community 
– in the development of risk management policies.

The June 2008 edition of the ASX’s annual review of companies’ 
compliance with its corporate governance standards included a 
particular focus on adherence to the new Principle 7 in 2007 annual 
reports.

85% of listed companies indicated adoption of Recommendation 
7.1 but did not then disclose descriptions of the policies they were 
adopting.  The review found that approximately 15% of entities 
reported on a wider range of risks.  Of the entities that reported on 
a wider range of risks, the risks most commonly reported on were: 
compliance (70%), fi nancial reporting (65%), operational (64%), and 
environmental (54%).  Other types of risks reported on were; people, 
strategic, sustainability, strategic, ethical conduct, reputation/brand, 
technological, product/service quality, human capital and other 
including occupational health & safety and legal. 

The decision to explicitly mention sustainability issues in Principle 
7 refl ects the increasing profi le of sustainability issues in Australia’s 
investment market, and a corresponding need for improved access to 
information:

• Australian investors who integrate ESG considerations and 
corporate engagement into their mainstream investment processes 
had total assets under management of AU$57 billion (US$37 
billion/€29 billion) at the end of FY08, according to the Responsible 
Investment Association of Australasia (RIAA).  

• Managed investment portfolios that are specifi cally tailored and 
screened to refl ect environmental, social and/or ethical factors stood 
at AU$15.73 billion (US$11.58 billion/€8.95 billion).

• In March 2004, the Australian Securities and Investments 
Commission (ASIC) introduced a mandatory requirement that all 
products with an investment component include disclosure of “the 
extent to which labour standards or environmental, social or ethical 
considerations are taken into account in the selection, retention and 
realisation of the investment”. 

• 68 Australian asset owners and fund managers have signed the UN 
Principles for Responsible Investment.  Their combined assets amount 
to AU$398 billion (US$260 billion/€200 billion), or more than half of 
all funds under management in Australia.

• Investors in Australian companies have access to a dozen 
sustainable investment indices, ranging from the FTSE4Good Australia 
30 Index to the Goldman Sachs JBWere Climate Leadership Index.   
Nearly 30 major institutional investors in Australia were signatories 
to the international Carbon Disclosure Project (CDP) survey in 2008, 
illustrating the pressure that both local and international investors 
now are placing on Australian companies to improve their disclosure 
of carbon liabilities and management practices.  72 of the ASX 100 
companies answered the CDP questionnaire in 2008, an increase of 
26% over 2007.

• Another collaboration of investment managers in this fi eld is the 
Investor Group on Climate Change Australia/New Zealand (IGCG).  
According to the IGCG, its 26 Australian members speak for AU$496 
billion (US$324 billion/€250 billion) in funds under management, 
making it an infl uential group on the local sustainability scene.

New markets:  carbon trading

As well as requiring new forms of corporate reporting and disclosure, 
environmental issues such as climate change open up new 
opportunities for Australian companies and investors.  The ASX has 
been proactive in this area too.

Transport Fugitive
emissions

Industrial
proceses

Stationary
Energy

Agriculture Waste Land use.
land use change 
and forestry

Reforestation

Deforestation
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In 2006, Australia’s net greenhouse gas emissions using the Kyoto 
accounting provisions were 576 million tonnes of carbon dioxide 
equivalent (CO2-e).  

The bulk of Australia’s emissions come from stationary energy 
(predominately electricity generation but also fuels consumed in the 
manufacturing, construction and commercial sectors), transport and 
agriculture.  

Following extensive studies and consultations, the Australian 
government released a Green Paper in July 2008 detailing proposals 
for a Carbon Pollution Reduction Scheme (CPRS) to reduce the 
country’s contribution to climate change by imposing a “cap and 
trade” system on greenhouse gas emissions.  The ASX has been 
closely involved in this process along with other key actors such as 
the Australian Financial Markets Association (AFMA).  The scheme is 
scheduled for launch in 2010.

The government has committed to reduce Australia’s carbon pollution 
by 60% from 2000 levels by 2050, and has set a medium-range target 
for emissions reductions of between 5% and 15% below 2000 levels 
by 2020.  These targets will be translated into fi rm caps and emission 
permits for fi ve years in Q1 2010, in order to factor in the outcome of 
international negotiations on the post-Kyoto period due to take place 
at Copenhagen in late 2009.  The scheme will cover the stationary 
energy, transport, fugitive emissions, industrial processes and waste 
sectors.  In general, the emissions threshold for direct obligation under 
the CPRS would apply to all entities and facilities that have direct 
emissions of 25,000 tonnes of CO2-e a year or more.  Agriculture may 
be phased in by 2015.

No less than 70% of permits (including some future date-stamped 
permits) are to be auctioned.  The fi rst auction will take place in early 
2010, prior to the start of the scheme, and subsequent auctions will 

be held quarterly.  The advance auction of future-year vintages would 
occur once a year.  Over the long term, the government intends to 
move to 100% auctioning.

Of the estimated 1,000 fi rms with compliance obligations under 
the CPRS, the 50 largest compliance buyers (accounting for 80% 
of total carbon pollution) will be active users of forward markets.  
These buyers include the 21 generators in the National Electricity 
Market (NEM) who, along with other large compliance buyers and the 
fi nancial trading community supporting them, are already au fait with 
trading OTC and futures markets for related energy markets (such as 
electricity) to manage their price and counter-party risks.

Given that all of the participants in Australia’s fi nancial markets 
(including almost every compliance buyer under the forthcoming 
scheme) are existing users of its infrastructure, the ASX anticipates 
that its futures and options markets for carbon pollution permits will 
emerge much faster and quickly become signifi cantly larger than 
those for electricity.

Early trades have already commenced in the OTC market prior 
to the fi nalisation of the scheme’s design, commencement date 
and trajectory. Signifi cantly, these early trades have established a 
starting point for factoring carbon into critical investment decisions 
and forward trading in carbon intensive sectors such as electricity. 
Unsurprisingly, most participants in these early trades have a 
requirement to ‘pass through’ their forthcoming carbon exposure to 
customers and/or hedge their renewable energy portfolio. Liquidity in 
the forward markets will continue to grow as the details regarding the 
scheme design and start date become more certain. 

Australia is well serviced by OTC and exchange-based market 
infrastructure. The Australian Financial Markets Association (AFMA), 
which has been instrumental in developing markets to support 

(Source ASX)
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Australia’s existing emissions and renewable energy trading schemes, 
will be the primary conduit for standardising the documentation 
required, most likely under the auspices of an International Swaps 
and Derivatives Association (ISDA) Master Agreement.

With respect to futures and exchange-based spot markets, the 
ASX as well as no fewer than three start-up market providers have 
signalled their intention to develop futures markets.  

Experience shows that liquidity will quickly gravitate to the 
exchange providing the best value proposition.  

The ASX will support and service the CPRS through the introduction 
of a new environmental product suite delivered via its existing 
contemporary trading, clearing, and settlement infrastructure.

Key to the success of Australia’s CPRS will be the introduction of 
a futures market for carbon pollution permits and any fungible 
carbon-related products.  A futures market will generate the short 
and long-term price signals and risk mitigation required to underpin 
investment certainty.  ASX anticipates that it will be able to 
introduce a futures market for carbon pollution permits and fungible 
credits prior to the scheduled commencement of Australia’s CPRS in 
2010.

ASX is in an advanced stage of fi nalising its product specifi cations 
and will announce launch dates for its Australian Emissions Unit 
(AEU) and Certifi ed Emission Reduction (CER) futures and options 
products pending the introduction of relevant legislation supporting 
the CPRS.  These products will complement ASX’s Renewable Energy 
Certifi cate (REC), Electricity, Natural gas and Thermal coal futures 
and options.

FURTHER INFORMATION

ASX and Corporate Governance:

www.asx.com.au/about/corporate_governance

Corporate Governance Principles and Recommendations (ASX Corporate 
Governance Council, August 2007)

Revised Supplementary Guidance to Principle 7 (ASX Corporate Governance 
Council, June 2008)

Analysis of Corporate Governance Disclosures in 2007 Annual Reports (ASX, 
June 2008)

ASX and Emissions Trading:

www.asx.com.au/products/emissions_trading

Sustainable and Responsible Investment in Australia:

Responsible Investment Association Australasia 

(www.responsibleinvestment.org)

Emissions trading at ASX

Compliance buyers, eg generators, 
fuel suppliers, mining companies etc

Benefi ts:
price discovery & risk transfer
counter-party credit risk reduction

Benefi ts:
reduced settlement risk
administrative effciency

Financial traders, eg funds, banks, 
proprietary trading fi rm etc

OTC Trade 
Registration

ASX Austraclear

DvP Settlement Services

Astralia’s National Registry

International transaction log
Communications hubCDM

Registry

Other
national
registries

ASX Futures & 
Options
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Domestic market cap (Feb 2009): USD 595.9 billion

Value of share trading in 2008: USD 750.3 billion

Number of listed companies: 389

Web address: www.bmfBOVESPA.com.br

Overview

The São Paulo stock exchange, BOVESPA (now BM&FBOVESPA) has 
played a proactive and highly infl uential role in raising ESG standards 
in the Brazilian market for nearly a decade.  

This report focuses on initiatives related to the environmental 
and social aspects of investment, as corporate governance-related 
initiatives are a more mature fi eld that is already well documented.  
However, BM&FBOVESPA’s recent initiatives on environmental and 
social issues cannot be discussed in context without fi rst mentioning 
the exchange’s earlier leadership on corporate governance.  In 2001, 
BOVESPA launched special listing segments based on differentiated 
levels of corporate governance, including the internationally 
acclaimed Novo Mercado.  Today, companies in these higher 
corporate governance tiers make up about 66% of the exchange’s 
domestic market capitalisation, and the Novo Mercado is now the 
usual choice for IPOs.

Brazilian fund managers, institutional investors and middle-class 
savers have been early converts to the business case for considering 
environment and social considerations as well as corporate 
governance in their investment strategies.  Brazil’s fi rst ‘socially 
responsible’ retail mutual fund (Banco Real’s Fundo Ethical) was 
launched in same year as the Novo Mercado.  By December 2008, 
nine other asset managers had entered this niche market with their 
own ESG-screened funds.  

On the institutional front, the emphasis is on integrating ESG issues 
and shareholder engagement into the mainstream investment 
process.  This is partly due to the leadership of PREVI, which at 
US$55 billion is the country’s largest pension fund.  PREVI and 17 
other Brazilian pension funds are signatories to the UN Principles for 
Responsible Investment:  their combined assets amount to US$110 
billion, about 60% of the country’s total pension fund corpus.  

Working closely with the Brazilian Association of Pension Funds 
(ABRAPP) and the National Association of Investment Banks 
(ANBID), asset managers and institutional investors in Brazil are 
successfully improving corporate ESG disclosure through the local 
implementation of international programs such as the Global 
Reporting Initiative (GRI) and the Carbon Disclosure Project (CDP). 
They also now beginning to collaborate on shareholder engagement 
campaigns on issues such as slave labour in the iron and steel 
industry’s supply chain.

Corporate Sustainability Index (ISE)

BM&FBOVESPA has been an active participant in this national 
movement towards sustainable investment.  It has anticipated and 
responded to the new information needs of investors, and has also 
helped to raise awareness and standards in the capital markets and 
the corporate community. 

BM&FBOVESPA 
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The index was launched in December 2005 at a major international 
conference on the theme of emerging market sustainable investment.  
At the time, it was only the second emerging market sustainability 
index in the world (the fi rst being JSE’s SRI Index).  It is still the only 
index of its kind in Latin America, and has played an important role in 
stimulating the development of other emerging market sustainability 
indices in India, the Middle East, Africa and elsewhere.

The ISE measures the total return on a theoretical portfolio of up 
to 40 stocks issued by companies that demonstrate a high level of 
commitment to corporate sustainability and social responsibility.  The 
portfolio is constructed from BM&FBOVESPA’s most actively traded 
securities in terms of liquidity, weighted according to the outstanding 
shares’ market value.  The ISE index is re-balanced annually in 
December.  

BM&FBOVESPA is responsible for index calculation, technical 
management and dissemination.  CES-FGV undertakes the collection 
and analysis of the necessary corporate sustainability data.  The 
ISE is presided over by an independent board (see box above), 
which is responsible for approving any changes to the index’s rules 
and sustainability methodology, and for signing off on companies’ 
admission to (or exclusion from) the index.

Sustainability criteria and methodology

Sustainability data for the ISE are collected by means of a detailed 
questionnaire sent by CES-FGV each year to up to 150 of Brazil’s 
largest and most traded publicly quoted companies.  The criteria are 
based on environmental, social and economic factors divided into four 
categories:

• policies (commitment indicators);

• management (program, target and monitoring indicators);

• performance; and

• legal compliance. 

ISE Advisory Board members:
• Brazilian Association of Pension Funds (ABRAPP)
• National Association of Investment Banks (ANBID)
• Association of Capital Markets Analysts and Investment 
Professionals (APIMEC)
• BM&F BOVESPA
• Brazilian Institute of Corporate Governance (IBGC)
• International Finance Corporation (IFC) 
• Ethos Institute of Social Responsibility
• Brazilian Ministry of the Environment
• United Nations Environment Programme (UNEPFI)
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CES-FGV carries out cluster analysis of the dataset to identify groups 
of companies with similar performance and to select a group with 
better general performance.  Subject to the approval of the ISE Board, 
the companies included in the latter group are admitted to the ISE 
portfolio.  

The ISE’s methodology does not use an exclusion list of “sin sectors” 
such as defence, tobacco, alcohol, nuclear power or gambling.  

In ISE’s fi rst year of operation, companies were not required to present 
documents to prove their sustainability policies.  In the second year, 
verifi cation began to be carried out only after disclosure of the 
portfolio.  Only companies that provided proof of their practices were 
selected for the ISE in the latest re-balancing.

Composition and performance

Over the three years since its launch, the performance of the ISE 
has closely matched that of Brazil’s main benchmark index, the 
IBOVESPA.  Both indices made very strong gains in 2007 (partly as a 
result of several large IPOs) but fell by around 40 per cent over the 
last six months of 2008 due to the global economic crisis.  

The current ISE portfolio is heavily skewed towards fi nancials, utilities 
and steel.

Corporate buy-in

The ISE appears to have been accepted and welcomed by Brazil’s 
publicly quoted companies.  The majority of companies admitted 
to the ISE make extensive use of the fact (and the ISE logo) in their 
websites, annual reports, sustainability reports, press releases and 
other external communications.  

Numerous references to the ISE and companies’ inclusion in the index 
can also be found at Bloomberg and PR Newswire, as well as in the 
Brazilian media.  Many ISE companies use the ISE’s  logo and branding 
in a proactive way in their regulatory reporting as well as in their 
public and investor relations.

Use by investors

The ISE has been well received by Brazilian investors and has led 
directly to a substantial increase in the number and size of SRI mutual 
funds available in Brazil.  The ISE is also currently one of the main 
tools used by PREVI and other pension funds that are seeking to 
implement the PRI across their listed equity portfolios. 

Financials 54%

Telecoms 7%

Steel 8%

Electric utilities 19%

Other 12%
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Research into an ISE ‘premium’

Even though the ISE is a relatively young index, there is already a 
small but growing body of academic research into the possibility 
that stocks admitted to the ISE trade at a premium as a result 
of their superior sustainability (i.e. environmental, social and 
governance) performance. 

Professor José Luiz Rossi Júnior has used the ISE to assess whether 
corporate social responsibility has an impact on the value of 
Brazilian fi rms1.   Prof Rossi analyzed data from 2005 to 2007 on 
a sample of non-fi nancial Brazilian companies to assess whether 
corporate social responsibility (measured using ISE inclusion 
as a proxy) has an impact on fi rm value.  He showed found 
that companies included in the ISE have a higher market value 
compared to other publicly traded companies, implying (but not 
proving) that sustainability is the causal factor for this premium.

Bogéa et al conducted an event study to detect unusual changes in 
the share price of ISE stocks following the annual announcement 
of index constituents in 2005, 2007 and 20072.  They found no 
statistically signifi cant evidence of positive abnormal returns 
following the announcement of companies being included in the 
ISE.  On the other hand, there was also no evidence of negative 
abnormal returns.  The lack of signifi cant results from this research 
on the ISE have also been found in previous work on international 
indices such as FTSE4Good, and does not necessarily mean an 
absence of a relationship between good sustainability practices and 
the creation of shareholder value.

For context, it is relevant to note a number of studies on equivalent 
questions related to the more mainstream and longer-established 
subject of corporate governance in Brazil.  

A 2003 study commissioned by BOVESPA found that companies 
that moved into higher corporate governance levels experienced 
a positive impact on their stock valuation and increased trading 
volume and liquidity3.  

A 2005 study by Bruno Erbisti (one of Brazil’s leading ESG 
investment professionals) showed that Brazil-based fi rms with the 
best corporate governance ratings garnered 2004 P/E ratios that 
were 20 per cent higher than fi rms with the worst governance 
ratings4. The better-rated fi rms were also found to have ROEs that 
were 45 per cent higher and net margins that were 76 per cent 
higher than those with below-average governance practices.  

Santana et al have also commented on the impact of governance 
rules on stock prices in Brazil in a 2008 paper for the IFC’s Global 
Corporate Governance Forum5.  They noted that BOVESPA’s index 
of shares with differentiated corporate governance (the IGC) 
rose 237 per cent between June 2001 and June 2006, while the 
IBOVESPA index gained 168 per cent during the same period.  Novo 
Mercado and Level 2 companies also obtained higher multiples in 
their IPOs than the market average.

–––––––––––

1 Rossi Júnior, José Luiz  What is the value of corporate social responsibility?  

An answer from the Brazilian Sustainability Index IBMEC Working Paper 

WPE-95-2008 (2008)

2 Bogea, Felipe, Campos, Anderson LS and Camino Blasco, David Did the 

creation of the ISE create value to companies? (September 2008)

3 Gledson de Carvalho, Antonio Effects of migration to special corporate 

governance levels of BOVESPA (2003)  

4 Erbisti, Bruno Corporate governance in Brazil: is there a link between 

corporate governance and fi nancial performance in the Brazilian Market? 

ABN AMRO Asset Management (July 2005)

5 Santana, Maria Helena, Ararat, Melsa, Aleandru, Petra, Yurtoglu, B. Burcin 

Novo Mercado and its followers: case studies in corporate governance 

reform Global Corporate Governance Forum (February 2008)
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BM&FBOVESPA Carbon Market

BM&FBOVESPA also operates a Carbon Market, which includes a 
Carbon Facility (a projects data bank) and the Carbon Credit auction 
platform.  

Launched in mid September 2005, the fi rst stage of the Brazilian 
Carbon Market was the implementation of the BM&FBOVESPA 
Carbon Facility, which hosts the registration of projects validated 
by Designated Operational Entities (UN-recognized certifying 
agencies) according to the Clean Development Mechanism (CDM) 
criteria.  Participants who have registered their CDM projects in 
the BM&FBOVESPA Carbon Facility system fi nd it to be a powerful 
promotional tool and an attractive alternative for interested parties 
wishing to provide funding or trade the carbon credits associated 
with these projects.  In this regard, the BM&FBOVESPA Carbon 
Facility is also open to expression of interest registrations, whereby 
foreign investors intending to purchase carbon credits can register 
their interest at the Exchange by describing the characteristics of the 
project-based activities they seek.

The second stage of the organization of the Brazilian Carbon Market 
entailed the development and setup of a Web-based electronic 
trading platform for carbon credit auctions.  Launched in 2007, the 
system enables trading of carbon credits generated by the CDM 
projects.  

Carbon credit auctions are scheduled by BM&FBOVESPA in 
accordance with the demand from the CDM project applicants, and 
are accessible via the Internet by all qualifi ed participants of the 
global carbon market. These Web-based auctions follow international 
procedures of this market.

BM&FBOVESPA held its fi rst CER auction in 2007.  This was one of 
the fi rst spot CER auctions internationally to be held in a regulated 
derivatives exchange.  Around 800,000 CERs were sold for the 
price of €16.20 per tCO2e.  Fourteen international institutions 
participated in the auction.  The exchange reports that it received 
very positive feedback from market participant and regulators, as 
well as the international media, since it was considered to be the 
beginning of CER market organization in Brazil and also a benchmark 
for other countries wishing to develop their own CER markets.  A 
second auction was held in September 2008.

BM&FBOVESPA is now examining the feasibility of organising an 
OTC market for CERs.

 

FURTHER INFORMATION

BM&FBOVESPA Corporate Sustainability Index:

www.BOVESPA.com.br/indexi.asp

BM&FBOVESPA Carbon Market:

www.bmf.com.br/portal/pages/mbre2

Sustainable and Responsible Investment in Brazil:

Sustainable Investment in Brazil 2009 (TERI-Europe/International Finance 
Corporation, April 2009)
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Domestic market cap (Feb 2009): USD 53.9 billion

Value of share trading in 2008: USD 1.7 billion

Number of listed companies: 261

Web address: www.bourse.lu

An international centre for SRI funds

The Bourse de Luxembourg (LuxSE) is an internationally popular 
listing venue for investment funds of all kinds.  Over 3,200 funds 
are domiciled in Luxembourg with total net assets of around €1.9 
trillion (US$2.46 trillion), making it the second largest fund centre in 
the world after the United States.  LuxSE is also one of the world’s 
leading exchanges for listing Global Depository Receipts (GDRs), 
with over 220 GDRs listed, mainly by Asian and particularly Indian 
companies.

Not surprisingly, Luxembourg has also emerged as a preferred venue 
for Socially Responsible Investment (SRI) funds.  73 SRI funds are 
listed on LuxSE.  To ensure that LuxSE continues to be an attractive 
market in this niche, LuxSE has established close links with the SRI 
investment community and is an active member of the SRI Working 
Group of the Luxembourg Investment Fund Association (ALFI).  In 
addition, LuxSE’s subsidiary Finesti, a data company which collects 
and distributes information on investment funds, also has specifi c 
categories for “green” and “ethical” investment funds.

Dominant position in microfi nance

Luxembourg has also successfully established itself as a global hub 
for microfi nance investment vehicles (MIVs).  Six of the world’s top 
MIVs are listed in Luxembourg, having combined assets of around 
€1.5 billion (US$1.96 billion).  

A key LuxSE initiative to strengthen this market is the Luxembourg 
Fund Labelling Agency (LuxFLAG), an independent non-profi t 
association created in 2006 by LuxSE and six other founding Charter 
Members including ALFI, the European Investment Fund, the Ministry 
of Finance and the Ministry of Foreign Affairs.  

The Agency aims to promote the raising of capital for microfi nance 
by awarding a recognisable label to eligible Microfi nance Investment 
Vehicles (MIVs).  Its objective is to reassure investors that the MIV 
actually invests, directly or indirectly, in the microfi nance sector (see 
box on page 21).

Bourse de Luxembourg
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Liquidity from innovations in development aid

Building on both its jurisdictional advantages and its strengths in 
the fi eld of social investment, LuxSE has also played a key role in 
the success of the International Finance Facility for Immunisation 
(IFFIm).

 IFFIm was established in 2006 to accelerate the availability of 
funds to be used for health and immunisation programmes in 70 of 
the poorest countries around the world.  It works by issuing bonds 
and using the proceeds to “frontload” aid funding.  This innovative 
funding programme is thus able to increase signifi cantly the fl ow of 

aid to ensure reliable and predictable funding fl ows for immunisation 
programmes and health system development.  An anticipated IFFIm 
investment of US$4 billion is expected to protect more than 500 
million children through immunisation campaigns against measles, 
tetanus, and yellow fever by 2015.  

IFFIm’s US$1 billion inaugural bond issue was admitted to trading 
on LuxSE in November 2006. The bonds were priced comparably to 
other sovereign/supranational issuers and were bought by a broad 
range of investors – both geographically and by investor type – 
including several central banks, pension funds, fund managers, and 
insurance companies.  This fi rst tranche of the IFFIm programme 
was a landmark not only in the history of multilateral development 
aid, but also by the active role played by the international capital 
markets.  A second tranche of IFFIm bonds was admitted to trading 
on LuxSE in March 2008.  This US$223 million-equivalent South 
African rand denominated issue was structured for Japanese 
investors.

LuxFLAG Listing Procedure

Criteria

In order to obtain a LuxFLAG Microfi nance Label a fund must 
comply with a number of criteria set by LuxFLAG. The principle 
conditions are that the Microfi nance Investment Vehicle (MIV) 
must:

- be subject to supervision equivalent to that in EU member 
states;

- have a microfi nance portfolio corresponding to at least 50% of 
the MIV’s total assets;

- have at least 25% of its microfi nance portfolio invested 
in MFIs rated by a microfi nance rating agency recognised by 
LuxFLAG;

- have a commercial objective.

Procedure

The MIV must complete and sign an Application Form and return 
it to LuxFLAG together with a series of addenda in hard copy or 
electronic format.  These documents are:

- the prospectus of the investment vehicle;

- the Statutes or Articles of Incorporation;

- the latest audited fi nancial statements;

- the unaudited semi-annual fi nancial statements, if more 
recent;

- a full list of assets in the portfolio (if not included in the 
fi nancial statements) together with evidence that at least 50% 
of the portfolio is invested in microfi nance and that at least 25% 
of the microfi nance portfolio is invested in MFIs rated by a rating 
agency recognised by LuxFLAG.

Process

LuxFLAG accepts and reviews applications on a fi rst-come, fi rst-
served basis.  Applicants will receive an acknowledgement by 
e-mail within ten business days of receipt.  Applications will be 
reviewed and any additional information solicited if necessary.  
When the application is complete, it is presented to the Eligibility 
Committee of LuxFLAG for analysis.  Based on this analysis, the 
Board of LuxFLAG will approve or reject the application.  If the 
application is complete and accurate, the process should take no 
longer than one month.  A written notifi cation of the decision 
will then be sent to the applicant.

Successful applicants will be required to pay a fee of €2,000 and 
to sign a set of Terms and Conditions relating to the use of the 
LuxFLAG label.  The Label is granted for a period of one year and 
must be renewed.  To this end LuxFLAG will issue the MIV with 
an invitation to submit an updated application document before 
the expiry of its Label. 

FURTHER INFORMATION

Finesti:

www.fi nesti.com

LuxFLAG:

www.luxfl ag.org 
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Domestic market cap (Feb 2009): USD 177.9 billion

Value of share trading in 2008: USD 94.7 billion

Number of listed companies: 970

Web address: www.bursamalaysia.com

An international centre for SRI funds

Raising CSR standards and disclosure practices 

Bursa Malaysia places a strong emphasis on Corporate Social 
Responsibility (CSR) in its own business and is also proactive in raising 
CSR standards in Malaysia’s public listed companies.

2006:  CSR Framework for voluntary reporting

In September 2006, Bursa Malaysia published a CSR Framework 
for companies listed on the exchange.  This voluntary framework 
focused on four dimensions: marketplace, workplace, environment 
and community.  It was intended as a guide to help companies 
to understand and implement CSR across their businesses, and to 
encourage them to publish CSR reports on a voluntary basis.  

2007:  Survey of CSR reporting

In April 2008, Bursa Malaysia published a status report on CSR 
reporting and disclosure during the fi nancial year 2006-2007.  The 
report was commissioned from the consulting fi rm CSR Asia based on 

a comprehensive survey to provide a baseline from which to prioritise 
CSR areas and monitor progress. 

Bursa Malaysia sent the survey to all companies listed on the stock 
exchange.  Based on the response received, the exchange then selected 
a random sample of 200 companies for assessment, including 50 
companies from the FTSE Bursa Malaysia 100 list.  

On average, the companies assessed fell far behind international 
best practice and needed to increase their levels of CSR disclosure 
and practice.  The survey found that only 32.5% of PLCs were either 
in the above average, good, or leading categories for CSR practices.  
Only 4.5% were in the leading category, with 67% of them being 
multinational companies.  

According to the survey, high risk PLCs scored the best results.  
These included companies in industries that are more regulated 
because of the nature of their business and their inherent social and 
environmental impact such as tobacco, alcohol and gaming.  

At the other end of the spectrum, two-thirds of PLCs ranked either 
average (27.5%), below average (28.5%) or poor (11.5%).  The survey 
found poor CSR engagement by Malaysian PLCs and, on average, the 
companies surveyed demonstrated a lack of knowledge and awareness 
of CSR.  The report said the two key areas that required more attention 
were environment and diversity.  

2008:  CSR disclosure incorporated into Listing Requirements

The exchange has since built on this voluntary guidance, working 
closely with regulatory authorities and legislators.  With effect from 
December 31, 2007, Malaysian public listed companies are required to 
include a description of the CSR activities or practices undertaken by 
the listed issuer and its subsidiaries or, if there are none, a statement 
to that effect.  This requirement has been incorporated into the Listing 
Requirements of Bursa Malaysia (Appendix 9C, Part A, paragraph 29).

Refl ecting this initiative, the 2008 National Annual Corporate Report 
Awards (NACRA) included a specifi c category for CSR reporting.  
NACRA is Malaysia’s most esteemed award in recognition of 

Bursa Malaysia
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excellence in annual corporate reporting, and is organised by Bursa 
Malaysia, Malaysian Institute of Accountants (MIA), Malaysian Institute 
of Management (MIM) and the Malaysian Institute of Certifi ed Public 
Accountants (MICPA).  The criteria for the CSR Report award category 
(see box below) help to elaborate on the non-prescriptive CSR 
reporting requirement in the exchange’s listing requirements.  

The winners of NACRA 2008 were announced at a dinner presentation 
ceremony at the Shangri-La Hotel on November 19, 2008.  In the 
CSR category, the winners were Malaysian-Resources Corporation 
(Platinum award), Nestle (Malaysia) (Gold award) and Telekom 
Malaysia (Silver award).

FURTHER INFORMATION

Bursa Malaysia and CSR:

www.klse.com.my/website/bm/about_us/the_organisation/csr

CSR Framework for Malaysian PLCs:  

www.klse.com.my/website/bm/about_us/the_organisation/csr/downloads/
csr_framework_slides.pdf

CSR 2007 Status Report:

www.klse.com.my/website/bm/about_us/the_organisation/csr/downloads/
CSR__Booklet.pdf

    

National Annual Corporate Report Awards (NACRA):

www.micpa.com.my/micpamember/document/NACRA_2008_Brochure.pdf 

MARKETPLACE
1. Corporate governance
- Policy/statement clearly stated
- Board composition – executive directors, non-executive 
directors, independent directors, women representation
- Transparent board and senor management remuneration
- Risk analysis/management framework
- Disclosure of non-compliance with laws/legislation/codes/
listing requirements
2. CSR Management/Reporting
- Policy statements or stated commitments
- Adoption of a specifi c reporting guideline
- Third party report audit/review
3. Stakeholder engagement
- Structured engagement with all stakeholders
4. Procurement policies
5. Product responsibility

ENVIRONMENT
Details on how the company addresses and manages its 
particular environmental impact

1. Environmental policy clearly stated
2. Measurement systems in place to measure:
- Emissions of carbon dioxide and/or other greenhouse gases
- Energy consumption
- Water consumption
- Waste production and management
3. Set targets for improvements and/or signifi cant initiatives to 
reduce the above
4. Company’s impact on biodiversity; environmental impact 
assessments, if any

WORKPLACE
1. Health & Safety (H&S) issues
- H&S management system in place
- Staff education & training on H&S
2. Human capital development
- Staff training – number of hours, type of training
3. Work-life balance
- Ensuring employee’s quality of life – pension plans, fl exible-
working arrangements, counselling/assistance programmes, 
sports activities, etc.
4. Diversity in the workplace
- Staff composition – women, ethnic groups, people with 
disabilities
- Providing equal opportunities
5. Employee welfare

COMMUNITY
Details on the company’s relationship with the local 
communities in which it operates and/or other communities it 
may choose to support

1. Employment of local workforce its operations
2. Internship or graduate placement schemes
3. Details on the company’s community investment initiatives
4. Encouraging employee volunteerism

NACRA 2008 – Corporate Social Responsibility
CSR information reported in the annual report should include (but not be limited to) the following areas:
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JSE Socially Responsible Investment (SRI) Index

The JSE’s Socially Responsible Investment (SRI) Index was established 
in May 2004 at a time when globally, sustainability imperatives 
were coming to the fore as serious issues for corporates.  South 
Africa’s history had prompted many companies to address aspects 
of sustainability already, particularly social factors, under the banner 
of corporate social responsibility (CSR).  The JSE’s challenge was 
to apply a more integrated approach to the way companies were 
identifying and managing these risks. The JSE also hoped that the 
index’s infl uence on company behaviour would ultimately impact 
positively on society through pro-poor initiatives.  

Wanting to recognize companies with existing sustainability 
practices and to encourage those who may have neglected these 
responsibilities, the JSE sought to leverage its unique position within 
the fi nancial sector by launching a benchmark index.  The index 
would crystallize debate around sustainability and provide incentives 
for companies to incorporate its criteria into their everyday business 
activities. It would also provide investors with a tool to assess and 
value company performance with regard to CSR and sustainability. 

The launch of the SRI index was a pioneering initiative: it was 
the fi rst index of its kind owned by an exchange, and the fi rst 
in an emerging market.  As such, it refl ected developmental and 
transformational issues typical of an emerging market.  Unusually, its 
formation was inspired in part by the corporate sector.   

Planning

By the May 2004 launch date, the JSE had been exploring the 
concept of a sustainability index for over three years.  During that 
time, the JSE devoted signifi cant resources towards developing a 
product that would provide a vehicle for companies to implement 
and eventually showcase socially responsible practices with a 
positive poverty impact, and an investment tool in relation to such 
companies. 

The JSE, with the assistance of the SRI Index Advisory Committee, 
was responsible for developing and continuously enhancing the 
Philosophy and Criteria underlying the Index, and for determining the 
technical construction of the Index. 

The Index took many leads from the already established FTSE4Good 
Philosophy and Criteria and also took account of other initiatives 
such as the Dow Jones Sustainability Indices and the Global 
Reporting Initiative (GRI) Guidelines.  However, the Index was 
designed to refl ect specifi cally the complex nature of sustainability 
and social responsibility in South Africa.

Funding

At implementation, the JSE applied for funding from Financial 
Deepening Challenge Fund (FDCF), a London-based programme 
set up by the UK Government’s Department for International 
Development (DfID).   Though the JSE had already substantially 
fi nanced the project, additional funding would enable the JSE to 
concentrate its own resources on index development while the 
funding would help with the operations and later the strategic 
direction and marketing.  The FDCF involvement further brought 
credibility and helped legitimize the index to those not yet convinced 
of its relevance.  At maturation of the donor fi nancing, the JSE 
continued to resource the index believing it to be an important and 
relevant player in the space

Domestic market cap (Feb 2009): USD 395.3 billion

Value of share trading in 2008: USD 400.8 billion

Number of listed companies: 406

Web address: www.jse.co.za

Johannesburg Stock Exchange

JSE SRI Index Advisory Committee
• Cromwell Mashengete (Prudential Portfolio Management) 
• Derick de Jongh (Unisa Centre for Corporate Citizenship) 
• Karin Ireton (Anglo American plc) 
• Malcolm Gray (Investec Asset Management) 
• Nicky Newton-King (JSE Limited) 
• Rosemary Noge (Gold Fields Ltd) 
• Tony Frost (WWF) 
• Tsholo Diale (Arivia.Kom) 
• Wendy Poulton (Eskom) 
• Zithulele Cindi (Unity Incorporation) 
• Zoe Lees (Independent) 
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At implementation, the JSE applied for funding from Financial 
Deepening Challenge Fund (FDCF), a London-based programme set up 
by the UK Government’s Department for International Development 
(DfID).   Though the JSE had already substantially fi nanced the 
project, additional funding would enable the JSE to concentrate its 
own resources on index development while the funding would help 
with the operations and later the strategic direction and marketing.  
The FDCF involvement further brought credibility and helped 
legitimize the index to those not yet convinced of its relevance.  At 
maturation of the donor fi nancing, the JSE continued to resource the 
index believing it to be an important and relevant player in the space.             

Market acceptance

Since inception, the index has experienced continued growth and 
an increased public profi le with media interest helping to raise 
general awareness over the years.  Reaction and uptake from the SRI 
index base universe, the FTSE/JSE All Share index, has for the most 
part been positive.  Investors are also moving closer to the criteria 
promoted by the index, using it widely as a basis for SRI product 
creation. 

At the JSE, the index has not yet established a revenue stream.  A 
review conducted internally in 2006 and a report released in 2007 
by the University of South Africa’s Centre for Corporate Citizenship 
on the State of Responsible Investment in South Africa revealed that 
reasons for this include continued confusion within the investor 
community about the meaning of sustainability and an inclination 
to focus on hot topics such as black economic empowerment and 
corporate governance. 

However, there are indications that this may be set to change.  Of 
particular note is the recent collaboration between the JSE and the 
Government Employees Pension Fund (GEPF). The GEPF is South 
Africa’s largest pension fund and a founding signatory to the UN 
Principles for Responsible Investment. The collaboration will see the 
GEPF using SRI research for consideration in its investment decisions. 

Criteria

The index assesses the triple bottom line of companies in the 
FTSE/JSE All Share index in relation to environmental, social and 
governance (ESG) and related sustainability concerns.  The criteria 
were developed by the JSE in consultation with a local data 
provider and various industry experts.  They were structured along 
various international governance conventions and guidelines, and 
in accordance with the globally recognized South African King 
codes of corporate governance (King codes). The criteria look at 
policy and public reporting.  Companies are encouraged to report 
comprehensively on matters material to their stakeholders in line 

with GRI guidelines.   Although globally aligned, the criteria have 
been carefully tailored to refl ect locally relevant issues such as 
skills development, black economic empowerment and HIV/AIDS.  
The criteria are by nature developmental and continue to evolve, 
considering topical issues and becoming stricter as companies gain 
familiarity with the process. 

Assessment process

Previous rounds afforded eligible companies an opportunity to 
choose to participate in the process.  In 2007 an automatic universe 
constituted of the Top 40 companies was introduced in keeping with 
global trends in this regard and in response to growing investor needs.  
Enhancements were also made to the data collection method and 
international expert research provider, Ethical Investment Research 
Services (EIRIS) Limited came on board.  A dual research process was 
applied, alleviating the burden of submitting information up front and 
reducing the time spent by companies, some of which were already 
submitting information to another EIRIS client, FTSE 4 Good.  The 
JSE has a long-standing relationship with FTSE and it made sense to 
further leverage the relationship.   

The research process considers information in the public domain 
(annual reports, sustainability reports and websites) and companies 
are then given preliminary feedback to which they can comment or 
include additional data. Companies qualify for inclusion in the index 
if they meet the required number of indicators.  Other attributes 
include a positive screening method and a policy of non-disclosure 
around failing or non-participating companies. 

SRI Index Review

An average 75% of companies have participated with the same 
45 participating successfully in each review.  The index has been 
dominated by Top 40 companies but there has been growing 
participation from smaller companies.  The market cap of the index 
today stands at 71% of the total market cap of the JSE.  The index 
does not rank companies or sectors.  Companies meeting all relevant 
criteria requirements based on an in or out approach qualify as best 
performers.    

The number of constituents for each round is shown in the table 
below: 

SRI index constituents
2003/4
review

2004/5 
review

2004/6
review

2007
review

Number of participating 
companies 74 58 62 72

SRI constituents 51 49 58 57
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Index Performance

The SRI Index’s performance closely matches that of the FTSE/JSE All 
Share index (see chart below).

 

Lessons learned

The following enhancements have been found necessary and been 
taken to strengthen the Index’s position:     

• While the initiative was always going to be an ambitious 
undertaking (due to the nascent nature of responsible investment in 
South Africa), the JSE initially underestimated the time it would take 
to bed down the issues for investors; 

• The initial data collection model proved insuffi cient and too 
onerous for companies. Improvements were made including the 
appointment of EIRIS as researcher;    

• It was recognized that some aspects of the Index architecture and 
construction were prohibitive to fl exibility in facilitating SRI products.  
These were amended; and

• It was found that there was a general lack of understanding around 
the area of responsible investment.  Work has continued in this area. 

Outlook

The GEPF collaboration has provided new impetus to the index 
and to the current drive to make the index more “investable”.  The 
JSE expects this collaboration to spur other investors to pay more 
attention to responsible investment and to utilize the index as a tool. 

Discussions with various interest groups have taken place with the 
intention of reducing the onerous nature of survey submission for 
companies.  As these discussions progress and as the criteria evolve, 
the standards expressed by SRI Index are gradually becoming a 
mainstream benchmark for corporate South Africa.

 Inroads have been made in the area of responsible investment 
as several fi nancial sector companies have reacted positively to 
the aspirational nature of the index, participating in increasing 
numbers in each round.  This indicates the important role the JSE 
plays as a catalyst for investment and may also evidence deepened 
understanding of the correlation between profi t maximization and 
managed business longevity.            

FURTHER INFORMATION

JSE SRI Index:

www.jse.co.za/sri 

Sustainable and responsible investment in South Africa:

www.unepfi .org/fi leadmin/documents/The_State_of_Responsible_
Investment_01.pdf    

 

Government Employees Pension Fund (GEPF):

www.gepf.gov.za 
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Domestic market cap (Feb 2009): USD 1,676.5 billion

Value of share trading in 2008: USD 4,454.4 billion

Number of listed companies: 1,010

Web address: www.euronext.com

Overview

NYSE Euronext was created in April 2007 through the combination 
of NYSE Group, Inc. and Euronext N.V.  NYSE Euronext’s family of 
exchanges, located in six countries, includes the New York Stock 
Exchange, Euronext, Liffe and NYSE Arca Options.  Where the name 
“NYSE Euronext” is used below, it refers to the Euronext business unit 
only, which is made up of the Amsterdam, Brussels, Lisbon and Paris 
exchanges.

NYSE Euronext’s positioning in relation to sustainable investment 
refl ects the European sustainable investment market, which is 
relatively large, mature, innovative and diverse.  According to research 
by Eurosif (the European social investment forum), total “sustainable 
investment” assets under management in Europe reached €2.665 
trillion as of December 2007 (equivalent to US$3.48 trillion at current 
exchange rates), or about 17.6% of the European asset management 
industry.  This represents growth of over 100% compared to 2005.  
The market includes:

• Investment funds and strategies that are branded as “socially 
responsible investment” (SRI) products, using various types of 
screening and best-in-class methodologies;

• Mainstream investment strategies that integrate environmental, 
social and governance (ESG) factors into the core investment process; 
and

• Pure-play sustainable investment strategies focusing on 
opportunities in sectors such as clean technology, alternative energy, 
climate change and water.

At the general level, NYSE Euronext maintains close links with this 
market through relationships with key market participants and 
industry organisations and involvement in specialist conferences.  It 
also plays an active role in promoting corporate responsibility, for 
example by participating in the Forum Annuel de l’Investissement 
Responsible en Europe (FAIRE), the European corporate responsibility 
roadshow for issuers and investors.  

In terms of specifi c business strategies, sustainable investment at 
NYSE Euronext involves a strong emphasis on servicing this market 
through core products and services.  For example, as one of the 
leading marketplaces for Trackers, NYSE Euronext’s NextTrack segment 
is the market for two Trackers based on sustainability criteria:  DEXIA 
IM Trackers were listed in 2003 and AXA IM Trackers were listed in 
2004.  NYSE Euronext has also developed targeted strategies and 
services aimed at specifi c niches in the sustainable investment fi eld, 
including cleantech, climate change and carbon trading.

Targeting cleantech IPOs

Cleantech investing has enjoyed remarkable growth in recent years 
as investors have aligned themselves with the way that consumers, 
businesses and governments are responding to issues such as climate 
change and energy security.  The European Union’s ten largest such 
funds had more than €10.8 billion of assets under management in 
late 2008, while dollars invested by US venture capitalists into the 
cleantech sector during 2008 grew by 52% to US$4.1 billion, despite 
the credit crunch and associated economic downturn.

NYSE Euronext has responded to these trends by specifi cally targeting 
the cleantech sector, where its main competitor in recent years has 
been the London Stock Exchange Group’s Alternative Investment 
Market (AIM).  NYSE Euronext achieved six new IPOs from the 
cleantech sector in 2008, raising a combined €1.6 billion compared to 
seven IPOs in 2007 that raised €84.6 million.  In addition to European 
cleantech companies such as the Portuguese wind power business 
EDP Renováveis and Suez Environnement, the global water and waste 
management business, these IPOs include emerging market fi rms.  
China Photovoltaic Group, a solar module manufacturer, was the third 
Chinese company to be listed on Alternext, NYSE Euronext’s bourse 
for growth companies.

There are now 48 cleantech companies on NYSE Euronext European 
markets (17 on Euronext, 8 on Alternext and 23 on the Free Market), 
representing a total market capitalization of €39 billion.  NYSE 
Euronext’s marketing strategy in this niche includes attending and 
sponsoring cleantech conferences and trade fairs; it may also launch 
its own cleantech index within the next few years, similar to its 
existing biotech index.

NYSE Euronext
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Environmental Exchange:  BlueNext

One of NYSE Euronext’s main sustainability-related projects is the 
BlueNext, which aims to be the world’s largest exchange for carbon 
and other environment-related products.  BlueNext was launched in 
December 2007 and is owned jointly by NYSE Euronext (60%) and 
the French sovereign fund Caisse des Dépôts et Consignations (40%).   

BlueNext’s current products and services include:

• BlueNext Spot EUA:   BlueNext Spot EUA is Europe’s leading spot 
exchange for European Union Allowances (EUAs).  It took over the 
carbon trading business of Powernext, launched in June 2005.  With 
60% market share in 2007, BlueNext Spot EUA has increased its 
lead over OTC brokers and other exchanges and hit a new record on 
August 14, 2008 with an all-time high of 1,504,000 tonnes.

• BlueNext Spot CER:  BlueNext Spot CER is a spot contract 
for Certifi ed Emission Reduction (CER) credits relating to Clean 
Development Mechanism (CDM) projects.  In accordance with the 
Kyoto Protocol, these projects involve investments that facilitate 
the reduction of greenhouse gas emissions in the developing world.  
BlueNext Spot CER was launched in August 2008 and uses the 
same technical and regulatory infrastructure as BlueNext Spot EUA.  
BlueNext has published a list of projects (the “Spot CER white list”) 
for which credits can be traded on BlueNext Spot CER.  The projects 
are selected using objective criteria determined by BlueNext’s Expert 
Committee of market participants (Barclays Bank, BNP Paribas, 
Ecosecurities, EDFT, Electrabel, Endesa Generacion, ENEL, Morgan 
Stanley, Orbeo, RWE and Shell).  

Index Breakdown as of 31/03/2009

Top Holding

BP  7.28% 

Roche Holding  5.53% 

Vodafone Group  5.32% 

Sanofi  Aventis  3.33%

Banco Santander  3.22%

Astra Zeneca  3.22%

BG Group  2.90%

British American Tobacco 2.68%

Siemens  2.67%

Others 64.16%

   Source: Euronext 
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• EAU and CER Futures:  Alongside its spot markets, BlueNext has 
launched derivatives contracts with physical delivery of EUAs through 
BlueNext Futures EUA, and CERs through BlueNext Futures CER.  

97 members from across Europe are registered for trading on 
BlueNext Spot, while BlueNext Futures counts 17 members and 
6 registering brokers.  In addition, two market makers work with 
BlueNext, Electrabel NV/SA with BlueNext Spot, Orbeo with 
BlueNext Futures.  Looking to the future plans, NYSE Euronext 
intends to expand BlueNext’s product range (for example, in the 
weather risk market) and geographical reach (particularly into Asia 
and North America).

Low Carbon 100 Europe® Index

Building on the same macro-level trends that provide the business 
case for BlueNext, in October 2008 NYSE Euronext launched the Low 
Carbon 100 Europe® Index.  

The index is weighted by free-fl oat market capitalization and 
designed to measure the performance of the 100 largest blue-chip 
European companies with the lowest carbon (CO2) emissions in their 
respective sectors or sub-sectors.  

The index uses data provided by Trucost (a UK-based environmental 
research company) and Crédit Agricole Cheuvreux, and was created in 
partnership with the NGOs AgriSud, GoodPlanet.org and WWF. 

Compared to the universe of the 300 largest European companies, 
the carbon emission of the Low Carbon 100 Europe Index 
constituents is 42% lower on average.  Furthermore, on September 
30th 2008, the trailing performance of the Low Carbon 100 Europe® 
was 225 bps higher than the performance of the benchmark index, 
which represents the 300 largest European companies, while its 
volatility was lower.  

Simultaneously with the launch of the index in October 2008, BNP 
Paribas announced the creation of a new Euronext Paris-listed ETF, 
using the newly launched index as its underlying, the fi rst to do so.  
The EasyETF Low Carbon 100 Europe fund currently has a total fund 
size of €33 million.
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Euronext FAS IAS® index

Launched in October 2006 by Euronext and the FAS (Fédération 
Française des Associations d’Actionnaires Salariés et d’Anciens 
Salariés), the Euronext FAS IAS® index is made up of all the 
companies represented in the SBF250 index that have signifi cant 
employee share ownership, defi ned as at least 3% of equity held by 
more than one quarter of company employees. It thus allows broad 
tracking of the companies whose employees are most represented in 
share ownership, and enable investors, fund managers and issuers to 
assess market performances and compare them with those of other 
listed companies. 

NYSE Euronext produces and disseminates the index daily while 
FAS is responsible for daily management as well as the verifi cation 
of its reliability and representativeness nature.  The Euronext FAS 
IAS® index was used as a base to launch mutual fund products in 
February 2007 in order to meet fund managers demand for trading 
instruments related to employee ownership performance companies.  

Corporate Transparency Tool for Listed Issuers

NYSE Euronext and ASSET4, a leading provider of environmental, 
social and corporate governance (ESG) information solutions, 
are collaborating to provide tools to help NYSE-listed companies 
benchmark their extra-fi nancial policies and practices.  The initiative 
was launched in May 2009.

NYSE Euronext will provide the ASSET4 assetmasterExecutive TM 
solution to a number of NYSE-listed companies, enabling them to 
manage risk, enhance corporate governance practices and increase 
accountability.  This follows a pilot program during which NYSE 
Euronext-listed issuers successfully incorporated the ASSET4 solution 
into their corporate responsibility evaluation processes.  NYSE 
Euronext is the fi rst major stock exchange in the world to offer this 
tool to its issuers.

The assetmasterExecutive TM solution is based on ASSET4’s extensive 
database of objective and transparent ESG information, and enables 
users to analyse an expanded set of competitive parameters that 
include their level of carbon risk, board independence and employee 
satisfaction. Users can evaluate extra-fi nancial key performance 
indicator (KPI) confi gurations to monitor how their own company 
and their peers are performing.  In addition, within each standard or 
customised benchmark, the best-in-class company is identifi ed for 
each KPI, enabling users to see in what areas they may be a leader 
and where a laggard. Benchmarks can include any of the over 2,600 
companies covered by ASSET4. 

Metnext

Metnext is a subsidiary of Météo-France, NYSE Euronext and Caisse 
des Dépôts (CDC). Metnext is one of the leaders in weather risk 
analysis, which provides different economic sectors as well as fi nance 
and insurance markets with operational tools and services to measure 
weather impacts on economic activity and to model future activity 
based on meteorological forecasts.

In association with fi nance and environmental stock exchange 
professionals, METNEXT develops weather indices that can be used as 
underlying indices for weather hedges. Building index-based hedges 
requires historical and regularly updated data for computation of the 
underlying index.  Metnext acts as a reliable third-party to compute 
and provide index values (past and updated) to the different parts of 
a contract.  

Metnext also participates in operational settlements of index 
insurance contracts, for example in tourism and energy distribution 
sectors (sunshine guarantee, cold weather guarantee, etc).

On top of its index activity, Metnext experts have elaborated 
effi cient solutions for weather sensitivity analysis, in order to 
measure, understand and forecast any activity regarding weather risks 
(customized solutions).

FURTHER INFORMATION

Sustainable and responsible investment in Europe:

European SRI Study 2008 (Eurosif) www.eurosif.org

 

NYSE Euronext and cleantech:

The rise of cleantech on Euronext (Jon Mainwaring, Cleantech magazine March/
April 2009)

BlueNext:

www.bluenext.eu

Low Carbon 100 Europe® Index:

www.euronext.com/trader/summarizedmarket/stocks-2634-EN-
QS0011131735.html?selectedMep=2

Euronext FAS IAS® Index: 

www.euronext.com/trader/summarizedmarket/stocks-2549-EN-
FR0003999598.html?selectedMep=1 

Metnext: 

www.metnext.com 
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Raising CSR standards and disclosure practices

In May 2008, the SSE issued a Notice on Strengthening Listed 
Companies’ Assumption of Social Responsibility (Shanghai CSR 
Notice) and the Guidelines on Listed Companies’ Environmental 
Information Disclosure (Shanghai Environmental Disclosure 
Guidelines).  According to the two documents, Shanghai Exchange-
listed companies should fulfi ll social responsibilities, address interests 
of stakeholders, and commit themselves to promoting sustainable 
economic and social development. 

These two initiatives are based on the philosophy that the SSE’s 
listed companies are pillars of the national economy and should be 
encouraged to assume a leadership role in promoting sustainable 
development.  For listed companies that promote CSR, the SSE 
sometimes offers incentives such as priority election into the 
Shanghai Corporate Governance Sector, which may benefi t a 
company’s public image, or simplifi ed requirements for examination 
and verifi cation of temporary announcements. 

The Shanghai notice encourages all listed companies to enhance 
their own CSR awareness and develop a strategic CSR plan for 
their operations.  Listed companies may disclose the goals and 
achievements of their CSR activities and annual social responsibility 
reports through announcements posted temporarily on the SSE 
website.  To assist with this, the SSE has also developed the concept 
of social contribution value per share (SCVPS) - a new method of 
measuring companies’ value creation.  SCVPS is calculated by adding 
the tax revenues paid to the state, salaries paid to employees, loan 
interest paid to creditors (including banks), and donations to - and 
other value for stakeholders, minus any social costs that arise 
from environmental pollution and other negative factors.  SCVPS 
is intended to allow the public to understand the value companies 
create for their shareholders, employees, customers, creditors, 
communities, and society as a whole. Companies may choose to 
disclose their SCVPS calculation in their annual CSR reports. 

The Shanghai Environmental Disclosure Guidelines indicate that the 
SSE may “adopt necessary punishment measures” against companies 
and relevant personnel for violations of the disclosure rules and 
regulations.  They do not, however, defi ne “necessary punishment 
measures”.  It is therefore unclear what sanctions or fi nes could be 
imposed for violations. 

A similar measure has also been taken by the Shenzen Stock 
Exchange, which issued CSR Guidelines for Listed Companies in 2006.

Public policy context

The measures taken by both the Shanghai and Shenzen Stock 
Exchanges sit within a wider framework of government policy to 
harness the capital markets to foster environmentally and socially 
sustainable private sector development.   China offi cially launched 
the fi rst of its green fi nance policies in July 2007.  These policies mark 
an entirely new way of addressing environmental degradation in 
China and are proving to be the most powerful factor spurring and 
infl uencing sustainable fi nance in China today.  

Through a series of environmental fi nancial regulations enforced by 
the Ministry of Environmental Protection (MEP) in partnership with 
various fi nancial regulatory departments, the Chinese government 
enlisted the power of the fi nancial sector to provide incentives and 
disincentives for their clients’ (companies’) pollution and energy 
usage.  “Green regulations” that came into force by mid-2008 include:

• the “Green Credit” policy (July 2007) regulating bank lending;

• the “Green Insurance” policy (February 2008) regulating insurance 
companies; and

• the “Green Securities” policy (February 2008) regulating China’s 
capital markets (see page 31).

Additionally, the government is considering incorporating 
environmental standards into tax regulations through the “Green Tax” 
policy, and into trade regulations through the “Green Trade” policy.

Shanghai Stock Exchange

Domestic market cap (Feb 2009): USD 1,632.0 billion

Value of share trading in 2008: USD 2,586.7 billion

Number of listed companies: 864

Web address: www.sse.com.cn
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Green Securities Policy

The “Green Securities” policy was launched by MEP in February 2008 
in partnership with the China Securities Regulatory Commission 
(CSRC).  The policy aims to make it harder for polluters to raise 
capital by requiring companies listed on the stock exchange to 
disclose more information about their environmental record.  The 
“Green Securities” policy was enhanced by the issuance of the 
“Green IPO” in June 2008.  The policy document (“The Management 
Roster of Listed Companies Environmental Verifi cation Industry 
Categories”) requires enterprises in liang gao industries2  to undergo 
an environmental assessment by MEP before initiating an IPO or 
obtaining refi nancing from banks.  

During a 10-day pre-IPO evaluation period, MEP conducts its own 
assessment and calls for the public’s opinion through a national 
hotline.  If MEP approves the company, it then issues a permit to let 
the IPO proceed.  As of September 2008, this process was responsible 
for the rejection or further review of IPOs from 20 out of 38 
companies reviewed since the policy was implemented in February 
2008.

SSE Social Responsibility Index 

In August 2009, the SSE and China Securities Index Company 
Limited offi cially launched the SSE Social Responsibility Index.  The 
constituents of the index are composed of 100 SSE-listed stocks with 
“good performance in fulfi llment of social responsibility”, with the 
base day on June 30, 2009 and the base point of 1,000.  According 
to statistics, the index’s average SCVPS (see page 31) per share of 
RMB2.42 and average earning per share of RMB0.69 in 2008 were 
both higher than the average level of SSE-listed stocks.  The objective 
of the introduction of SSE Social Responsibility Index is to “encourage 
the listed companies to actively perform their social responsibilities, 
provide investors with a new investment target and popularize the 
concept of socially responsible investment”.

 

2  The Liang Gao framework refers to a group of 14 industries that MEP has 
identifi ed as being particularly energy-intensive, polluting and excessive in 
production capacity.  These industries include thermal power; steel and iron; 
cement; aluminum; coal; metallurgy; building materials; mining; chemicals; oil; 
pharmaceuticals; light industry; textiles; and leather.
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Overview

The TMX Group was formed in May 2008 through the combination of 
the TSX Group and Montréal Exchange Inc.  The TSX family includes 
Canada’s two national stock exchanges (the Toronto Stock Exchange 
(TSX) serving the senior equity market, and the TSX Venture Exchange 
serving the public venture equity market), while the Montréal 
Exchange (MX) is the Canadian derivatives exchange.

Sustainable investment trends have emerged as important business 
drivers for the TMX Group in two main ways.  Firstly, the Montréal 
Exchange is active in servicing the carbon trading market through its 
participation in the Montréal Climate Exchange (MCeX).  Secondly, 
TMX has effectively targeted the cleantech sector, both through the 
TSX and the TSX Venture Exchange. 

Montréal Climate Exchange (MCeX)  

The MCeX is a joint venture between the Montréal Exchange and the 
Chicago Climate Exchange® (CCX), North America’s only voluntary 
legally binding rules-based greenhouse gas emissions allowance 
trading system.  

MCeX was created in 2006 and offi cially launched trading in May 
2008, two months after the Government of Canada published the 
fi nal version of its Regulatory Framework for Industrial Greenhouse 
Gas Emissions.  

The system proposed by the Canadian government is described as a 
“baseline and credit system”. This system is based on the allocation of 
units to a company for exceeding its intensity-based greenhouse gas 
(GHG) emissions reduction targets (one credit equals the right to emit 
one metric ton of carbon dioxide equivalent (CO2e).   

At the end of each compliance year, the emissions of the large 
regulated industrial emitters will be verifi ed.  Each emitter must then 
offset its GHG emissions against its intensity-based GHG emissions 
reduction target established by the government. The difference 
between the imposed target and the actual emissions may be offset 
by, among other things, the purchase of units on the domestic market. 

The initial compliance year is 2010.

As part of the federal plan published in March 2008, in addition to 
internal reductions, large regulated industrial emitters will be able 
to choose from the following three compliance measures in order to 
ensure compliance with their GHG emissions reductions obligations 
in Canada:

• Contributing to a technology fund.  The contribution to this 
fund will be limited to 70% of emitters’ compliance needs in 2010.  
However, this contribution rate will gradually be reduced between 
2011 and 2017, and the contribution limit will disappear in 2018.  The 
fund’s contribution rate has been fi xed at C$15/metric ton of CO2e 
between 2010 and 2012, and C$20/metric ton of CO2e in 2013.  The 
contribution rate would then be indexed to the nominal GDP.

• Buying international units (CERs or Certifi ed Emission Reductions) 
under the Kyoto Protocol’s Clean Development Mechanism (CDM).  
Access to CER credits for compliance purposes would be limited to 
10% of each regulated emitters’ target.

• Buying units on the domestic carbon market:

a) Regulated emitters’ credits will be issued by government authorities 
at the end of a compliance year to regulated emitters that reduce the 
intensity of their GHG emissions below the target established by the 
federal government.  These emitters will be able to sell their credits on 
the market or keep them for subsequent compliance years.

b) Offset credits will be attributed to companies that will not be 
subject to intensity-based emissions reduction targets but will be 
involved in voluntary projects to reduce their eligible GHG emissions.

MCeX services market demand created by the third of these 
compliance measures – regulated emitters’ credits and/or offset 
credits - by providing a trading platform for futures contracts based 
on these Canadian units.  These contracts allow regulated industrial 
participants to manage their emissions risks at the lowest cost while 
also creating continuous incentives for technological innovation. 
The MCeX contract, traded on the MX’s electronic trading platform 
SOLA®, gives key regulated industrial emitters and other potential 
stakeholders the price signals needed to measure “the price of a ton 
of carbon”.  Orbeo, TD Securities Inc. and TradeLink LLC act as market 
makers and the MCeX has 14 registered partners.

TMX Group 

(data below refers to TSX)  

Domestic market cap (Feb 2009): USD 916.7 billion

Value of share trading in 2008: USD 1,736.1 billion

Number of listed companies: 3,827

Web address: www.tsx.com
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TMX and Cleantech

TMX Group has strategically targeted growth-oriented cleantech 
companies seeking a market to access North American and global 
capital. 

At the end of 2008, TSX and TSX Venture Exchange were home to 
110 cleantech companies with a total market cap of over C$6.4 
billion (US$5.3 billion/€4 billion).

TMX Group’s marketing strategy includes “Cleantech Investor Days” 
in association with partners such as Sustainable Development 
Technology Canada.

FURTHER INFORMATION

Montréal Climate Exchange:

www.mcex.ca 

 

TMX and cleantech:

www.tmxmoney.com/en/sector_profi les/cleantech.html

TSX Venture TSX Total

Number of issuers 68 42 110

QMV (C$ million) 642 5,759 6,400

New Listings 9 3 12

Equity capital raised (C$ million) 215 239 454

Number of fi nancings 56 6 62

Volume traded 1,248,342,576 2,115,832,576 3,364,175,152

Value traded (C$ million) 715 15,066 15,781

Number of trades 214,222 2,107,006 2,321,228
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Annex B
Sustainable investment indices
provided directly or indirectly by WFE member exchanges
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Bolsas y Mercados Españoles (BME) FTSE Group has partnered with BME to create the FTSE4Good IBEX Index. The index comprises companies 
in the BME’s IBEX 35 Index and the FTSE Spain All Cap Index that meet good standards of practice in 
corporate social responsibility (CSR). These companies are working towards environmental sustainability, 
developing positive relationships with stakeholders and upholding and supporting universal human rights.

BM&FBOVESPA The Corporate Sustainability Index (ISE) is a Brazilian index which measures the total return on a 
theoretical portfolio composed by stocks issued by companies on the São Paulo stock exchange that are 
highly committed to corporate sustainability and social responsibility (maximum of 40 companies). These 
stocks are selected from the market’s most actively traded securities in terms of liquidity, weighted 
according to the outstanding shares’ market value.  BM&FBOVESPA is responsible for index calculation, 
technical management and dissemination, and chairs the index’s advisory board.  Sustainability data are 
provided by CES-FGV.

Deutsche Börse The DAXglobal® Alternative Energy Index expands the new DAXglobal® index family with tradable access 
to the alternative energy sector. This sector-based global index concept opens the strong growth of this 
dynamic market segment to investors. As an underlying for fi nancial products the DAXglobal® Alternative 
Energy Index enables the participation in growing alternative energy markets.  Companies which are selected 
for the index must generate more than 50 percent of their revenues in one of the following sub-sectors from 
the segment Alternative Energy: Natural Gas, Solar, Wind, Ethanol, Geothermal/Hydro/Batteries.

 The DAXglobal® Sarasin Sustainability Germany Index is composed of the 100 biggest and most liquid 
German companies based on free-fl oat and market capitalization. The selection of the constituents takes 
place according to market capitalization and the average daily trading turnover. Thereafter these companies 
are verifi ed in compliance with the Sarasin Sustainability Matrix®.

 The DAXglobal® Sarasin Sustainability Switzerland Index is composed of the 50 biggest and most liquid 
Swiss companies based on free-fl oat and market capitalization. The selection of the constituents takes place 
according to market capitalization and the average daily trading turnover. Thereafter these companies are 
verifi ed in compliance with the Sarasin Sustainability Matrix®.

The Egyptian Exchange The Egyptian Exchange (EGX) has signed a Memorandum of Understanding with the Egyptian Institute of 
Directors to jointly develop an ESG index with Standard & Poor’s.  The project was started in July 2009 and 
the new index is expected to be launched in early 2010.  EGX will be responsible for index monitoring and 
review, and will also be involved in the associated survey of listed companies.

Indonesia Stock Exchange The SRI-KEHATI Index was launched in June 2009 by the Indonesia Stock Exchange in partnership with 
KEHATI, the Indonesian Biodiversity Foundation.  Eligible companies must have assets of more than US$100 
million, a free fl oat of more than 10 per cent of the shares and a positive P/E ratio.  Companies are judged in 
six areas: the environment, community involvement, good corporate governance, respect for human rights, 
business behaviour and labour practices.  The data provider is OWW Consulting.  The index lists 25 
companies and will be reviewed every February and August.

Johannesburg Stock Exchange The JSE Socially Responsible Investment (SRI) Index was launched in 2004.  The eligible universe for the 
SRI Index is the FTSE/JSE All Share Index.  The Index is constructed in the same fashion as the All Share Index, 
namely according to free fl oat market capitalisation.  Companies are assessed against Criteria across the 
triple bottom line (environment, society and economy) as well as governance (forming the foundation of the 
triple bottom line pillars).  Within each area of measurement, companies are assessed based on policy, 
management / performance and reporting.  Being a broad sustainability index, the JSE SRI Index has no 
exclusions or down weightings of specifi c industries or sectors.  The data provider is Ethical Investment 
Research Services (EIRIS).
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Korea Exchange KRX announced in March 2009 that is developing a Korean SRI Index.  The index designed to measure 
companies’ policies, performance and reporting in relation to three pillars:  environmental, social and 
governance.  A company must effectively address each of the three pillars to be said to have integrated 
sustainability into its business practices.  The index will be launched in the third quarter of 2009.

London Stock Exchange Group FTSE is an independent company jointly owned by The Financial Times and the London Stock Exchange 
Group.  FTSE indices include a range of sustainability-related products:

 FTSE4Good Index Series encompasses four tradable and fi ve benchmark indices, representing Global, 
European, US, Japan (benchmark only) and UK markets. The FTSE4Good benchmark indices include all 
companies in the broad market index, or starting universe that meet the FTSE4Good criteria. Tradable indices 
cover the largest 50 or 100 companies in the benchmark index, as measured by their market capitalisation.

 The FTSE4Good Environmental Leaders Europe 40 Index is designed to identify European companies with 
leading environmental practices. These are the companies that are doing more to manage their 
environmental risks and impacts whilst reducing their environmental footprint.  The index is constructed by 
taking all European companies in the FTSE4Good Index Series that have obtained the ‘best practice’ 
environmental rating of 5, ranking them by full market capitalisation, and then selecting the top 40 to be 
included in the index.

 The FTSE4Good Australia 30 Index is designed to give investors access to Australian companies that are 
actively meeting good standards of practice in corporate responsibility (CR).   FTSE Group has also partnered 
with Spain’s Bolsas y Mercados Españoles (BME) to create the FTSE4Good IBEX Index (see page 36). 

 FTSE’s Environmental Market Classifi cation System and Indices provide the world’s fi rst comprehensive 
global classifi cation system for environmental markets.  Environmental market companies are defi ned as 
providing products and services that deliver solutions to environmental challenges, and include 
environmental technology, also sometimes referred to as “clean tech”.  The Classifi cation System defi nes 
environmental market companies and allocates each to the Subsector whose defi nition most closely 
describes the nature of its business. There are currently six Sectors, and 24 Subsectors. The index family is 
derived from these classifi cations and comprises the FTSE Environmental Technology Index Series and the 
FTSE Environmental Opportunities Index Series, as set out below.

 The FTSE Environmental Technology Index Series measures the performance of companies globally whose 
core business is in the development and deployment of environmental technologies, including renewable & 
alternative energy, energy effi ciency, water technology and waste & pollution control. Forming part of the 
overall FTSE Environmental Markets Index Series developed in collaboration with Impax Asset Management, 
the Index Series requires companies to have at least 50% of their business derived from environmental 
markets and technologies. The headline index is the FTSE ET50 Index, comprises the 50 largest pure play 
environmental technology companies, by full market capitalisation, globally.

 The FTSE Environmental Opportunities Index Series measures the performance of global companies that 
have signifi cant involvement in environmental business activities, including renewable & alternative energy, 
energy effi ciency, water technology and waste & pollution control.  Developed in partnership with Impax 
Asset Management, the FTSE Environmental Opportunities Index Series requires companies to have at least 
20% of their business derived from environmental markets and technologies. 
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 The two headline indices are the FTSE Environmental Opportunities All-Share Index (comprising all of the 
companies that have signifi cant involvement in environmental business activities and meet the 
environmental opportunities eligibility requirements) and the FTSE EO 100 Index (focusing on the top 100 
largest companies by market capitalisation).  In addition, in June 2009 seven country and regional indices 
were launched including a UK main market, UK AIM market, US, European, and Japanese index. 

 FTSE KLD Global Climate 100 Index is designed to provide investors with access to investment in the top 
100 globally listed companies, whose activities demonstrate the greatest potential for mitigating the 
immediate and long-term causes of climate change. 

 FTSE KLD Global Sustainability (GSI) Index Series is designed to provide investors with robust index 
solutions through which to identify and invest in companies that are committed to long- term 
environmental, social and governance (ESG) sustainability. Top ESG-ranked companies are identifi ed by 
sector in North America, Europe and Asia-Pacifi c to create a range of regional sustainability indexes. 

NASDAQ OMX The NASDAQ Clean Edge US Index (CLEN) is a modifi ed market capitalization-weighted index designed to 
track the performance of clean-energy companies that are publicly traded in the U.S. The index includes 
companies engaged in the manufacturing, development, distribution, and installation of emerging clean-
energy technologies such as solar photovoltaics, biofuels and advanced batteries. The fi ve major sub-sectors 
that the index will cover are Renewable Electricity Generation, Renewable Fuels, Energy Storage & 
Conversion, Energy Intelligence and Advanced Energy-Related Materials.

 The NASDAQ OMX® Clean Edge® Global Wind Energy Index is a modifi ed market-capitalization index 
designed to act as a transparent and liquid benchmark for the global wind energy sector. The Index includes 
companies that are primarily manufacturers, developers, distributors, installers, and users of energy derived 
from wind sources.

 The Wilder NASDAQ OMX Global Energy Effi cient Transport Index is a modifi ed equal weight index 
designed to defi ne and track companies internationally which develop and promote innovative, energy 
effi cient modes of transportation and stand to benefi t from a transition towards more energy effi cient 
transportation.

 OMX GES Ethical indexes consist of all listed companies in Stockholm, Oslo, Helsinki and Copenhagen, with 
the exception of those companies that do not comply with the ethical criteria of the analysis models GES 
Global Ethical Standard and GES Controversial.  The criteria are based on international standards on 
environment, human rights and corruption.  Companies with production and/or sales of weapons, tobacco, 
alcohol, pornography and gambling are not included. The OMXS30 Ethical Index is ethical version of the 
OMXS30 Index. The following indexes are available in this index family:

 
 OMX GES Ethical Nordic Index
 OMX GES Ethical Norway Index
 OMX GES Ethical Sweden Index
 OMX GES Ethical Denmark Index
 OMX GES Ethical Finland Index
 OMX GES OMXS30 Ethical Index
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 OMX GES Sustainability Nordic and OMX GES Sustainability Sweden:  The OMX GES Sustainability Index 
Family comprise the leading companies in terms of sustainability and are selected based on how well they 
meet the criteria for environmental, social and governance (ESG) issues.  The criteria are based upon 
international guidelines for ESG issues and supports investor considerations to the UN Principles for 
Responsible Investments.  GES Investment Service conducts the sustainability assessment by rating the 
companies according to their model “GES Risk Rating”. The top ranked 30 respectively 50 companies are 
included in the indexes.  The Sustainability Sweden Index is also available in an additional ethical screened 

 version.  The following indexes are available in this index family:

 OMX GES Sustainability Nordic Index
 OMX GES Sustainability Sweden Index
 OMX GES Sustainability Sweden Ethical Index

National Stock Exchange of India The S&P ESG India Index provides investors with exposure to a liquid and tradable index of 50 of the best 
performing stocks in the Indian market as measured by environmental, social, and governance parameters.  
An Index Committee composed of Standard & Poor’s, CRISIL, INDIA INDEX SERVICES & PRODUCTS LTD. 
(IISL), and KLD maintains the index.  IISL is a joint venture between National Stock Exchange of India Ltd. and 
CRISIL Ltd.   The index represents the fi rst of its kind to measure environmental, social, and corporate 
governing (ESG) practices based on quantitative as opposed to subjective factors. The index employs a 
unique and innovative methodology that quantifi es a company’s ESG practices and translates them into a 
scoring system, which is then used to rank each company against their peers in the Indian market.

NYSE Euronext The NYSE Arca Environmental Services Index (AXENV) is a modifi ed equal dollar weighted index 
comprised of publicly traded companies that engage in business activities that may benefi t from the global 
increase in demand for consumer waste disposal, removal and storage of industrial by-products, and the 
management of associated resources. 

 The NYSE Arca WilderHill Clean Energy Index (ECO) is a modifi ed equal dollar weighted index comprised 
of publicly traded companies whose business’s stand to benefi t substantially from societal transition toward 
the use of cleaner energy and conservation. The Index is rebalanced each March, June, September and 
December.  The Index was created by and is a trademark of WilderShares, LLC.

 The NYSE Arca WilderHill Progressive Energy Index (WHPRO) is a modifi ed equal dollar weighted index 
comprised of companies in transition technologies that reduce the carbon or pollutants stemming from coal, 
oil and natural gas, that enhance effi ciency, or make better use of the energy sources that are dominant 
today. The Index was created by and is a trademark of WilderShares, LLC.

 The NYSE Arca Cleantech Index (CTIUS) is a modifi ed equal-dollar weighted index of the leading cleantech 
companies worldwide from a broad range of industry sectors. 

 “Cleantech” is defi ned as knowledge-based products and services that improve operational performance, 
productivity or effi ciency; while reducing costs, resource and energy consumption, waste or pollution.  The 
Index was created by and is a trademark of Cleantech Indices LLC.

 The Low Carbon 100 Europe® Index is an index weighted by free-fl oat market capitalization designed to 
measure the performance of the 100 largest European companies having the lowest carbon (CO2) intensity 
in their respective sectors or homogeneous sub-sectors.  The universe is composed of the 300 largest 
European companies selected on the basis of their free fl oat market capitalizations.
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 The Euronext FAS IAS® Index is made up of all the companies represented in the SBF250 index that have 
signifi cant employee share ownership, defi ned as at least 3% of equity held by more than one quarter of 
company employees. It thus allows broad tracking of the companies whose employees are most represented 
in share ownership, and enable investors, fund managers and issuers to assess market performances and 
compare them with those of other listed companies. 

Shanghai Stock Exchange The SSE Social Responsibility Index was launched in August 2009 by SSE and China Securities Index 
Company Limited.  The constituents of the index are composed of 100 SSE-listed companies with “good 
performance in fulfi lment of social responsibility”.

Tel-Aviv Stock Exchange The Maala SRI (Socially Responsible Investing) Index includes the shares of the 20 public companies in 
the TA-100 index with the highest ranking by the Maala organization for social responsibility.  An Index 
Linked Note tracking the Maala SRI index is traded on the exchange.

Wiener Börse The VBV-Österreichischer Nachhaltigkeitsindex (VÖNIX) is a capitalization-weighted price index that is 
composed of those Austrian companies, which are leaders as concerns social and environmental 
achievements. The owner of VÖNIX is VINIS Gesellschaft für nachhaltigen Vermögensaufbau und Innovation 
m.b.H, while responsibility for the sustainability analysis lies with Mag. Friesenbichler 
Unternehmensberatung; daily calculation and dissemination are done by Wiener Börse AG.  The index is 
calculated and disseminated on a real-time basis in Euro. It is designed as a tradable index to be used as an 
underlying for structured products and for standardized derivatives (futures & options).  Annual sustainability 
evaluation and classifi cation of the companies according to nine rating classes. The shares included in the 
VÖNIX are those of companies with a rating in one of the three best classes. 

 The sustainability index CEERIUS (CEE Responsible Investment Universe) is a capitalization- weighted 
price index which is composed of the leading companies in reference to social and ecological quality that are 
traded on stock exchanges in the region of Central, Eastern and South-Eastern Europe.  Mag. Friesenbichler 
Unternehmensberatung is responsible for the sustainability research, daily calculation and dissemination is 
done by Wiener Börse AG.   The index is calculated and disseminated on a real-time basis in EUR. It is 
designed as a tradable index and can be used as underlying for structured products and standardized 
derivatives (futures & options).   Annual sustainability evaluation and classifi cation of the companies 
according to 9 rating categories (A+ to C-).  All companies rated A+, A and A- will be included in the CEERIUS.  
Additionally companies with a rating of B+ can be included in the index to cover the best third of each 
sector. 
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