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State Street Global Advisors’ Approach
to ESG Screening: Methodology
ESG screening involves excluding specific companies,
industries, or countries from an investment portfolio
based on ESG factors or risks. While this type of
screening may sound relatively simple, the process
involves a significant amount of judgment on the part of
asset managers or the third-party data providers with
whom they partner to conduct the screening.

The Complexities
of ESG Screening

Investors who seek screened portfolios often express a desire for screening in a specific area
— for example, seeking to screen tobacco from a portfolio. But there are a variety of ways that a
company might be involved in tobacco: for example, as a manufacturer, licensor or retailer.
Additionally, there are multiple potential thresholds for what it means to be “involved” in tobacco.
Should a business that derives 1 percent of its revenue from tobacco-related products count as
“involved”? What about a business that owns a significant portion of a tobacco manufacturer but
does not conduct its activities directly?
There are several ways in which a company can be considered to be involved in a particular
product or service. Drivers of product involvement might be described in terms of:
•
•
•

Revenue thresholds What percentage of a company’s total revenue is derived from this
industry, product or topic?
Activities What part of the value chain is the company involved in?
Significant ownership relationship with a company Is the company an owner of, or owned
by, another company with involvement in this issue?

To address this complexity, State Street Global Advisors has created an approach to evaluating
commonly screened ESG issues. This approach represents the shared perspectives of our
investment teams across active and index investment styles in equity, fixed income and
alternatives. State Street Global Advisors’ approach is guided by the following principles:
•
•

•

Systematic and transparent approach We follow a well-defined methodology that can be
flexibly applied to different use cases.
Leverage best-in-class available data We use inputs from multiple data providers where
accessible to us. This broadens our overall coverage universe, and it reduces the potential
biases of a single data provider.
Awareness of impact on risk and return objectives Our point of view is attentive to the
impact of excluded securities on a broader set of investment considerations.

•

Topics Screened
and Data Used

Strive for consistency while accommodating for differences Deviations from this
approach are made where appropriate to adapt to investment styles, national legislation, and/
or market-specific norms prevalent in certain regions. This allows us to offer our clients both a
defined perspective and investment solutions most appropriate to their contexts.

To date, we have applied this approach to eight screening topics:
1
2
3
4
5
6
7
8

Arctic Drilling
Civilian Firearms
Controversial Weapons
Extreme ESG Controversies
Oil Sands
Tobacco
Thermal Coal
UN Global Compact Violators

Below, we outline the data sets used for our approaches to each of these topics. We generate
a restricted list from the relevant data provider(s) on a quarterly basis using the metrics and
thresholds outlined below, using multiple data providers when that is accessible to us. We screen
issuers that are flagged by either or both data provider, in order to improve overall coverage and
decrease biases associated with a single provider.

1. Arctic Drilling

State Street Global Advisors screens companies that are involved in oil and gas exploration in
Arctic regions.

Figure 1
Arctic Drilling
Metrics and Thresholds

Data Source

Indicator

Definition

Sustainalytics
Product
Involvement

Arctic Oil and Gas Exploration, Level of
Involvement >=10%

The company derives revenue from oil and gas
exploration and extraction in the Arctic.

2. Civilian Firearms

State Street Global Advisors screens companies involved in the manufacturing and/or retailing of
small arms and associated ammunition/components for civilian use.

Figure 2
Civilian Firearms
Metrics and Thresholds

Data Source

Indicator

Definition

Sustainalytics
Product
Involvement

• S
 mall Arms, Civilian Customers, Assault
Weapons, Level of Involvement >=10%

• T
 he company derives revenue from
manufacturing and selling small arms to
civilian customers
• The company derives revenue from
manufacturing and selling key components of
small arms
• The company derives revenue from retailing
and/or distribution of small arms

• M
 anufacture of key components, Level of
Involvement >=10%
• S
 mall Arms, Retail and Distribution of Assault
Weapons, Level of Involvement >=10%

MSCI Business
Intelligence
Screening
Research

• F
 irearms Production Maximum Revenue
Percentage >=10%
• F
 irearms Retailer Maximum Revenue
Percentage >=10%

• R
 ecent-year percent of revenue, or maximum
estimated percent, a company has derived
from manufacturing firearms and small arms
ammunition for civilian markets
• Recent-year percent of revenue, or maximum
estimated percent, a company has derived
from the distribution (wholesale or retail) of
firearms or small arms ammunition intended
for civilian use
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3. Controversial
Weapons

The following types of weapons are covered by State Street Global Advisors’ screen:

Figure 3
Controversial Weapons
Metrics and Thresholds

Data Source

Indicator

Definition

Sustainalytics
Controversial
Weapons Radar

Controversial weapons noted above for which:

The company is involved in the core weapon
system, or components/services of the core
weapon system that are considered tailor-made
and essential for the lethal use of the weapon.

•
•
•
•
•
•

Cluster munitions
Antipersonnel mines and land mines
Biological and chemical weapons
Nuclear weapons
Depleted uranium
Incendiary weapons and white phosphorus

MSCI Business
Involvement
Screening
Research

• There is evidence of activity
• The weapon is a core weapon system or a core
weapon activity
• The product has a dedicated scope
• The scope is key to the production of
the weapon
Any controversial weapon for a subsidiary that
the company has >=50% ownership of

The company is involved, through corporate
ownership, in the core weapon system, or
components/services of the core weapon system
that are considered tailor-made and essential for
the lethal use of the weapon.

Cluster Munitions Manufacturer = True

Companies that manufacture cluster munitions
whole weapons systems, components or
delivery platforms.

Land mines Manufacturer = True

Companies that manufacture land mines whole
systems or components.

Nuclear Weapons Manufacturer Maximum
Revenue Percentage >= 10%

The recent-year percentage of revenue, or
maximum estimated percentage, a company has
derived from the production of nuclear weapons.

Depleted Uranium Manufacturer = True

Companies involved in the production of depleted
uranium (DU) weapons, ammunition and armor,
including companies that manufacture armorpiercing, fin-stabilized, discarding sabot tracing
rounds (APFSDS-T); kinetic energy missiles made
with DU penetrators; and DU-enhanced armor,
including composite tank armor.

Incendiary Weapons (White Phosphorous) = True

Companies that manufacture incendiary
weapons using white phosphorus.

Biological/Chemical Weapons Maximum Revenue
Percentage >= 10%

The recent-year percentage of revenue, or
maximum estimated percentage, a company
has derived from the manufacture of chemical
or biological weapons and related systems
or components.
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4. Extreme ESG
Controversies

State Street Global Advisors screens companies involved in incidents/events that may pose
business or reputational risk due to the potential impacts on stakeholders, the environment, or
the company’s operations.

Figure 4
Extreme ESG
Controversies
Metrics and Thresholds

Data Source

Indicator

Definition

Sustainalytics
Product
Involvement

Category 5 — Severe Controversies

The event has a severe impact on the
environment and society, posing serious
business risks to the company. This category
represents exceptionally egregious corporate
behavior, high frequency of recurrence of
incidents, very poor management of ESG risks,
and a demonstrated lack of willingness by the
company to address such risks.

5. Oil Sands

State Street Global Advisors screens companies for whom a meaningful portion of their average
daily production comes from oil sands.

Figure 5
Oil Sands
Metrics and Thresholds

Data Source

Indicator

Definition

Sustainalytics
Product
Involvement

Oil Sands Extraction, Level of
Involvement >=10%

The company derives revenue from the
extraction of oil sands.

6. Tobacco

State Street Global Advisors screens companies that are involved in the production and
manufacturing of tobacco and tobacco-related products (including vaping, pipes and other
related products).

Figure 6
Tobacco
Metrics and Thresholds

Data Source

Indicator

Definition

Sustainalytics
Product
Involvement

Tobacco Production, Level of Involvement
>=10%

The company derives revenue from the production
of tobacco and tobacco-related products.

MSCI Business
Involvement
Screening
Research

Tobacco Production Maximum Revenue
Percentage >= 10%

The recent-year percentage of revenue, or
maximum estimated percentage, a company
has derived from the manufacture of tobacco
products (such as cigars, blunts, cigarettes,
e-cigarettes, inhalers, beedis, kreteks, smokeless
tobacco, snuff, snus and dissolvable and chewing
tobacco). This also includes companies that grow
or process raw tobacco leaves.
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7. Thermal Coal

State Street Global Advisors screens companies involved in the extraction or power generation
of thermal coal.

Figure 7
Thermal Coal
Metrics and Thresholds

Data Source

Indicator

Definition

Sustainalytics
Product
Involvement

• T
 hermal Coal Extraction, Level of
Involvement >=10%
• Thermal Coal Power Generation, Level of
Involvement >=10%

• T
 he company derives revenue from thermal
coal extraction.
• The company derives revenue from generating
electricity from thermal coal.

8. United Nations Global
Compact Violations

The UN Global Compact (UNGC) is the world’s largest corporate sustainability initiative.
It sets forth 10 responsible business principles for companies to follow1. State Street Global
Advisors screens companies who are in violation of the UNGC principles.
United Nations Global Compact Responsible Business Principles
Human Rights

1	Businesses should support and respect the protection of internationally
proclaimed human rights.
2	They should make sure that they are not complicit in human rights abuses.

Labor

 3	Businesses should uphold the freedom of association and the effective
recognition of the right to collective bargaining.
4	They should promote the elimination of all forms of forced and
compulsory labor.
5	They should endorse the effective abolition of child labor.
6	They should support the elimination of discrimination in respect of
employment and occupation.

Environment

7	Businesses should support a precautionary approach to
environmental challenges.
8	They should undertake initiatives to promote greater
environmental responsibility.
9	They should encourage the development and diffusion of
environmentally friendly technologies.

Anti-Corruption

Figure 8
United Nations Global
Compact Violations
Metrics and Thresholds

10	Businesses should work against corruption in all its forms, including
extortion and bribery.

Data Source

Indicator

Definition

Sustainalytics
Global Standard
Screening (GSS)

Global compact principles breached =
Noncompliant

A company is assessed as Noncompliant
when it is found to be responsible for egregious
and severe violations of commonly accepted
international norms related to human rights,
labor rights, the environment and business
ethics. In other words, a company is assessed as
Noncompliant when it does not act in accordance
with the UN Global Compact Principles and its
associated standards, conventions and treaties.
GSS also assesses companies that facilitate third
parties in human rights violations due to their
involvement in weapons with disproportional
and/or nondiscriminatory impact on citizens and
society as Noncompliant (with Principle 2 of the
UN Global Compact). However, this assessment
is limited to companies involved in the production
and development of antipersonnel mines, cluster
munitions, and chemical and biological weapons,
or producers of nuclear weapons who support
their proliferation outside of the five designated
nuclear states or who violate UN sanctions/
International Atomic Energy Agency rules.
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Updating the
ESG Screens

The restricted lists are updated quarterly using the input data available in the first two weeks of
the preceding month. (Example: Screens are updated for March 30, 2020, using input data that
is updated between March 1, 2020, and March 15, 2020.) Corporate actions that occur in the last
two weeks of the month (in this example, between March 15, 2020, and March 30, 2020) may
be applied, depending on the actions of the input data vendors. Therefore, corporate actions
that occur in the last two weeks before the quarter ends may not always be reflected in the
restricted lists.
We continue to explore screening topics that are relevant to a significant set of our clients
globally, and we expect to apply our approach to a broader set of screening topics over time.
As we continue to expand our ESG capabilities and offerings, we look forward to partnering
with clients to implement this approach to screening in portfolios. For more information, please
contact your State Street Global Advisors relationship manager.

Contributor/
Contact

Stefano Maffina
ESG Research and Investments

Endnotes

1

https://unglobalcompact.org/what-is-gc/mission/principles.
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About State Street
Global Advisors

Our clients are the world’s governments, institutions and financial advisors. To help them achieve
their financial goals we live our guiding principles each and every day:
•
•
•
•

Start with rigor
Build from breadth
Invest as stewards
Invent the future

For four decades, these principles have helped us be the quiet power in a tumultuous investing
world. Helping millions of people secure their financial futures. This takes each of our employees
in 31 offices around the world, and a firm-wide conviction that we can always do it better. As a
result, we are the world’s third-largest asset manager with US $3.15 trillion* under our care.
* This figure is presented as of September 30, 2020 and includes approximately $80.51 billion USD of assets with
respect to SPDR products for which State Street Global Advisors Funds Distributors, LLC (SSGA FD) acts solely as the
marketing agent. SSGA FD and State Street Global Advisors are affiliated.

ssga.com
State Street Global Advisors
Worldwide Entities
APAC:
Australia: State Street Global Advisors,
Australia, Limited (ABN 42 003 914 225) is the
holder of an Australian Financial Services License
(AFSL Number 238276). Registered office: Level
14, 420 George Street, Sydney, NSW 2000,
Australia. T: +612 9240-7600. F: +612 9240-7611.
Hong Kong: State Street Global Advisors Asia
Limited, 68/F, Two International Finance Centre,
8 Finance Street, Central, Hong Kong.
T: +852 2103-0288. F: +852 2103-0200.
Japan: State Street Global Advisors (Japan) Co.,
Ltd., Toranomon Hills Mori Tower 25F 1-23-1
Toranomon, Minato-ku, Tokyo 105-6325 Japan.
T: +81-3-4530-7380. Financial Instruments
Business Operator, Kanto Local Financial Bureau
(Kinsho #345), Membership: Japan Investment
Advisers Association, The Investment Trust
Association, Japan, Japan Securities
Dealers’ Association.
Singapore: State Street Global Advisors
Singapore Limited, 168, Robinson Road, #33-01
Capital Tower, Singapore 068912 (Company Reg.
No: 200002719D, regulated by the Monetary
Authority of Singapore). T: +65 6826-7555.
F: +65 6826-7501.
EMEA:
Abu Dhabi: State Street Global Advisors Limited,
ADGM Branch, Al Khatem Tower, Suite 42801,
Level 28, ADGM Square, Al Maryah Island, P.O Box
76404, Abu Dhabi, United Arab Emirates.
Regulated by the ADGM Financial Services
Regulatory Authority. T: +971 2 245 9000.
Belgium: State Street Global Advisors Belgium,
Chaussée de La Hulpe 120, 1000 Brussels,
Belgium. T: 32 2 663 2036. F: 32 2 672 2077.
SSGA Belgium is a branch office of State Street
Global Advisors Ireland Limited. State Street
Global Advisors Ireland Limited, registered in

Ireland with company number 145221, authorized
and regulated by the Central Bank of Ireland, and
whose registered office is at 78 Sir John
Rogerson’s Quay, Dublin 2.
France: : State Street Global Advisors Ireland
Limited, Paris branch is a branch of State Street
Global Advisors Ireland Limited, registered in
Ireland with company number 145221, authorized
and regulated by the Central Bank of Ireland, and
whose registered office is at 78 Sir John
Rogerson’s Quay, Dublin 2. State Street Global
Advisors Ireland Limited, Paris Branch, is
registered in France with company number RCS
Nanterre 832 734 602 and whose office is at
Immeuble Défense Plaza, 23-25 rue DelarivièreLefoullon, 92064 Paris La Défense Cedex, France.
T: (+33) 1 44 45 40 00. F: (+33) 1 44 45 41 92.
Germany: State Street Global Advisors GmbH,
Brienner Strasse 59, D-80333 Munich.
Authorized and regulated by the Bundesanstalt
für Finanzdienstleistungsaufsicht (“BaFin”).
Registered with the Register of Commerce
Munich HRB 121381. T: +49 (0)89-55878-400.
F: +49 (0)89-55878-440. Ireland: State Street
Global Advisors Ireland Limited is regulated by
the Central Bank of Ireland. Registered office
address 78 Sir John Rogerson’s Quay, Dublin 2.
Registered Number: 145221. T: +353 (0)1 776
3000. F: +353 (0)1 776 3300.
Italy: State Street Global Advisors Ireland
Limited, Milan Branch (Sede Secondaria di
Milano) is a branch of State Street Global
Advisors Ireland Limited, registered in Ireland
with company number 145221, authorized and
regulated by the Central Bank of Ireland, and
whose registered office is at 78 Sir John
Rogerson’s Quay, Dublin 2. State Street Global
Advisors Ireland Limited, Milan Branch (Sede
Secondaria di Milano), is registered in Italy with
company number 10495250960 - R.E.A.
2535585 and VAT number 10495250960 and
whose office is at Via Ferrante Aporti, 10 - 20125
Milano, Italy. T: +39 02 32066 100.
F: +39 02 32066 155.

Netherlands: State Street Global Advisors
Netherlands, Apollo Building, 7th floor
Herikerbergweg 29 1101 CN Amsterdam,
Netherlands. T: 31 20 7181701. SSGA Netherlands
is a branch office of State Street Global Advisors
Ireland Limited, registered in Ireland with
company number 145221, authorized and
regulated by the Central Bank of Ireland, and
whose registered office is at 78 Sir John
Rogerson’s Quay, Dublin 2.
Switzerland: State Street Global Advisors AG,
Beethovenstr. 19, CH-8027 Zurich. Registered
with the Register of Commerce Zurich CHE105.078.458. T: +41 (0)44 245 70 00.
F: +41 (0)44 245 70 16.
United Kingdom: State Street Global Advisors
Limited. Authorized and regulated by the
Financial Conduct Authority. Registered in
England. Registered No. 2509928. VAT No.
5776591 81. Registered office: 20 Churchill Place,
Canary Wharf, London, E14 5HJ. T: 020 3395
6000. F: 020 3395 6350.
North America:
Canada: State Street Global Advisors, Ltd., 1981
McGill College Avenue, Suite 500 , Montreal, Qc,
H3A 3A8, T: +514 282 2400 and 30 Adelaide
Street East Suite 800, Toronto, Ontario M5C 3G6.
T: +647 775 5900.
United States: State Street Global Advisors,
1 Iron Street, Boston, MA 02210-1641.
T: +1 617 786 3000.
Investing involves risk including the risk of loss
of principal.
The whole or any part of this work may not be
reproduced, copied or transmitted or any of its
contents disclosed to third parties without
SSGA’s express written consent.

It does not take into account any investor’s
particular investment objectives, strategies,
tax status or investment horizon. You should
consult your tax and financial advisor. All
material has been obtained from sources
believed to be reliable. There is no
representation or warranty as to the accuracy of
the information and State Street shall have no
liability for decisions based on such information.
The information contained in this
communication is not a research
recommendation or ‘investment research’
and is classified as a ‘Marketing
Communication’ in accordance with the
Markets in Financial Instruments Directive
(2014/65/EU). This means that this
marketing communication (a) has not
been prepared in accordance with legal
requirements designed to promote the
independence of investment research
(b) is not subject to any prohibition on
dealing ahead of the dissemination of
investment research.
The returns on a portfolio of securities which
exclude companies that do not meet the
portfolio’s specified ESG criteria may trail the
returns on a portfolio of securities which include
such companies. A portfolio’s ESG criteria may
result in the portfolio investing in industry
sectors or securities which underperform the
market as a whole.
© 2020 State Street Corporation.
All Rights Reserved.
ID362530-3106455.2.1.GBL.RTL 1220
Exp. Date: 12/31/2021

The information provided does not constitute
investment advice and it should not be relied
on as such. It should not be considered a
solicitation to buy or an offer to sell a security.

State Street Global Advisors’ Approach to ESG Screening Methodology

7

