
An Introduction to the S&P 500 
ESG Exclusions II Index

The S&P 500 ESG Exclusions II Index employs a 
straightforward exclusion methodology that allows 
investors to eliminate certain types of exposure 
whilst retaining similar risk-return characteristics to 
the parent benchmark.

The S&P 500 ESG Exclusions II Index, with its straightforward approach to index construction, 
includes product involvement screening for controversial weapons, civilian firearms, tobacco 
and thermal coal as well as norms-based screening that follows the Ten Principles of the 
UN Global Compact which cover human rights, labour standards, environment and anti-
corruption. The S&P 500 ESG Exclusions II Index has delivered a risk-return performance 
profile that is, statistically, not significantly different to the S&P 500 Index, but at the same 
time achieves compliance with the typical exclusion-based SRI approaches.

The S&P 500 ESG Exclusions II Index shares similar rules, sector composition and 
methodology (including the same transparent free-float market-cap weighting scheme) as the 
S&P 500 Index, which is a broad US equity index containing the largest and most frequently 
traded equity securities. 

A ‘Fast Exit’ rule in the new index secures a swift response to any severe ESG controversy by 
quickly removing offenders, thus limiting investors’ risks. If a company is reported by RepRisk 
to have violated the RepRisk Index (RRI) Indicator threshold of 70, the impacted company will 
be removed from the index with two business days’ notice on a best efforts basis from when 
S&P Dow Jones Indices is notified of the violation. A company removed as a risk will only be 
considered for addition to the index on any future rebalancing date if its RRI score is below 70 
for all days since the previous rebalancing date. 

Non-constituents may not be added to the index if their RRI has reached 70 or above any day 
since the previous rebalancing date.

•  Compliant with typical exclusion-based SRI approaches1

•  Incorporates ESG data providers Sustainalytics and RepRisk
•  Risk-return profile similar to S&P 500
•  �No strong unintended biases or exposures resulting from exclusions historically exhibited, 

enabling investors to easily implement and adopt index as ESG-screened benchmark
•  �Simplicity of methodology makes index suitable as underlying for derivatives and 

structured products
•  �Innovative ‘Fast Exit’ feature allows index to adapt quickly to major controversies
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1 Source: Global Sustainable Investment Alliance.
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Figure 1 
Index Methodology

Index Name S&P 500 ESG Exclusions II Index

Parent Index S&P 500 Index

Parent Index 
Selection Criteria

The S&P 500 Index tracks the US equity market performance of large cap 
equity securities.

Weighting Scheme Free-float market capitalisation

ESG Strategy Exclusionary

ESG Data Provider RepRisk and Sustainalytics

Rebalancing Frequency Quarterly: Mar, Jun, Sep, Dec

Index Ticker SPXCX2UN

Exclusion Criteria — (Defined by 
ESG Data Provider)

Specific Filter — (Defined 
by ESG Data Provider)

Exclusion 1 Non-compliance with UN 
Global Compact Principles2

UNGC violators UNGC violators

Exclusion 2 Controversial Weapons3 Involved with 
controversial weapons

(i) �Internal production 
or sale of 
controversial weapons

(ii) �Ultimate holding 
company owns >10% 
of voting rights of 
involved company

Exclusion 3 Tobacco Tobacco producers 0% revenue threshold

Exclusion 4 Thermal Coal Derive revenues from 
thermal coal extraction 
or exploration, or from 
electricity generation

(i) �>25% revenues from 
thermal coal extraction

(ii) �>25% revenues power 
generation from coal-
fired electricity, heat 
or steam generation 
capacity/thermal coal 
electricity production

Exclusion 5 Civilian Firearms Involved with 
civilian firearms

(i) �Manufactures and sells 
small arms and assault 
weapons to civilians and 
military/law enforcement

(ii) �Companies with >10% 
revenue from small 
arms and assault 
weapons sales

(iii) �>10% of voting 
rights of a company 
are owned by the 
involved company

Other Features Fast Exit: if a company is reported by RepRisk to have violated the RepRisk Index (RRI) 
Indicator threshold of 70, the impacted company will be removed from the index with two 
business days’ notice on a best efforts basis from when S&P Dow Jones Indices is notified 
of the violation. 

Source: S&P, as of 31 December 2019.

2 �The Ten Principles of UN Global Compact cover human rights, labour rights, environment, business ethics and  
anti-corruption. 

3 �Controversial weapons: Anti-personnel mines, biological and chemical weapons, cluster weapons, depleted uranium, 
nuclear weapons and white phosphorus (market standard/in line with international conventions).
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S&P 500 S&P 500 ESG  
Exclusions II

No of Stocks 505 (5 Multiple Listings) 482 (5 multiple listings)

Tracking Error (5Y Annualised) vs. S&P 500 (%) N/A 0.66

Fundamentals

Price/Book 1Y (Trailing) 3.63 3.59

P/E incl. Negative (Trailing) 24.06 24.32

Return on Equity (%) 3.77 3.73

Annual One-way Turnover (%)

2013 1.17 1.29

2014 0.87 1.85

2015 1.48 1.45

2016 1.29 1.98

2017 1.22 2.78

2018 0.96 0.47

2019 2.15 4.01

ESG Exclusions (# Stocks)

UNGC Principle Non-compliant N/A 4

Controversial Weapons N/A 11

Tobacco N/A 2

Thermal Coal N/A 4

Civilian Weapons N/A 0

S&P 500 Add Since Last Rebalance N/A 2

Total 0 23

ESG Exclusions (Weight) (%)

UNGC Principle Non-compliant N/A 2.34

Controversial Weapons N/A 2.52

Tobacco N/A 0.84

Thermal Coal N/A 0.40

Civilian Weapons N/A 0.00

S&P 500 Add Since Last Rebalance N/A 0.08

Total 0.00 6.19

Source: S&P, as of 31 December 2019. Characteristics are as of the date indicated, are subject to change, and should not 
be relied upon as current thereafter. 

Figure 2 
Characteristics
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Figure 3 
Sector Weights

Figure 4 
Backtested Historical 
Performance

GICS Sector S&P 500 (%) S&P 500 ESG Exclusions 
II (%)

(+/-) (%)

Information Technology 23.20 24.73 2.61

Health Care 14.20 13.61 -0.02

Financials 12.95 12.59 -1.56

Communication Services 10.39 11.08 1.11

Consumer Discretionary 9.75 10.40 0.66

Industrials 9.05 7.20 -1.57

Consumer Staples 7.20 6.78 -0.33

Energy 4.35 4.63 0.38

Utilities 3.32 3.12 -1.65

Real Estate 2.93 3.12 0.16

Materials 2.65 2.75 0.20

Source: S&P, as of 31 December 2019. Characteristics are as of the date indicated, are subject to change, and should not 
be relied upon as current thereafter. This information should not be considered a recommendation to invest in a particular 
sector or to buy or sell any security shown. It is not known whether the sectors or securities shown will be profitable in 
the future.

Return (%) Volatility (Annualised, %) Tracking Error 
(Annualised, %) 

S&P 500* S&P 500 ESG Exclusions II S&P 500 S&P 500 ESG 
Exclusions II

1 month 3.02 3.17 N/A N/A N/A

3 month 9.07 9.42 9.39 9.66 N/A

1 Yr 31.49 32.63 12.47 12.83 0.66

3 Yr (Annualised) 15.27 15.69 12.10 12.26 0.69

5 Yr (Annualised) 11.70 11.78 11.98 12.24 0.66

10 Yr (Annualised) 13.56 13.67 12.46 12.62 0.59

Source: S&P, as of 31 December 2019. Past performance is not a guarantee of future results. The inception date for the S&P 500 Exclusions II Index is 26 August 2019. 
Results prior to this date are backtested, calculated by using available data at the time in accordance with the Index’s current methodology. *Index returns 
reflect capital gains and losses, income, and the reinvestment of dividends. BACKTESTED PERFORMANCE: This document contains index performance data 
based on backtesting, i.e. calculations of how the index might have performed prior to launch if it had existed using the same index methodology and based on 
historical constituents. Backtested performance information is purely hypothetical and is provided in this document solely for information purposes. Backtested 
performance does not represent actual performance and should not be interpreted as an indication of actual performance.
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Figure 5 
Example Exclusions 

Company Name Category (which exclusion) S&P 500 Weight (%)

Johnson & Johnson UNGC Principle non-compliant 1.43

Wells Fargo & Co UNGC Principle non-compliant 0.77

Boeing Co Controversial Weapons 0.65

Philip Morris International Tobacco 0.49

Honeywell Intl Inc Controversial Weapons 0.47

Lockheed Martin Controversial Weapons 0.36

Altria Group Inc Tobacco 0.35

Raytheon Co Controversial Weapons 0.23

BlackRock Inc Controversial Weapons 0.22

Northrop Grumman Corp Controversial Weapons 0.20

American Electric Power Thermal coal 0.17

General Dynamics Controversial Weapons 0.15

T Rowe Price Group Inc Controversial Weapons 0.11

PPL Corp Thermal coal 0.10

Freeport-McMoRan Inc UNGC Principle non-compliant 0.07

Ameren Corp Thermal Coal 0.07

Equifax Inc UNGC Principle non-compliant 0.06

Evergy Inc. Thermal Coal 0.06

Jacobs Engineering Group Inc Controversial Weapons 0.05

Old Dominion Freight Line Inc S&P 500 Add Since Last Rebalance 0.05

Huntington Ingalls Industries Inc. Controversial Weapons 0.04

Textron Inc Controversial Weapons 0.04

WR Berkley Corp S&P 500 Add Since Last Rebalance 0.04

Source: S&P, as of 31 December 2019. Characteristics are as of the date indicated, are subject to change, and should not 
be relied upon as current thereafter. This information should not be considered a recommendation to invest in a particular 
sector or to buy or sell any security shown. It is not known whether the sectors or securities shown will be profitable in 
the future.
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Important Information: 

Abu Dhabi: State Street Global 
Advisors Limited, Middle East Branch, 
42801, 28, Al Khatem Tower, Abu Dhabi Global 
Market Square, Al Maryah Island, Abu Dhabi, 
United Arab Emirates. Regulated by 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, authorised and regulated 
by the Central Bank of Ireland, and whose 
registered office is at 78 Sir John Rogerson’s 
Quay, Dublin 2. 
Dubai: State Street Global Advisors Limited, 
DIFC Branch, Central Park Towers, Suite 15-38 
(15th floor), P.O Box 26838, Dubai International 
Financial Centre (DIFC), Dubai, United Arab 
Emirates. Regulated by the Dubai Financial 
Services Authority (DFSA). T: +971 (0)4- 
4372800, F: +971 (0)4-4372818. 
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, authorised 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 Delarivière-Lefoullon, 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. 
Authorised 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. 
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. 
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, authorised 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 dei 
Bossi, 4 - 20121 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, 
authorised and regulated by the Central Bank 
of Ireland, and whose registered office is at 78 
Sir John Rogerson’s Quay, Dublin 2. 
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  
Web: ssga.com.
Switzerland: State Street Global Advisors 
AG, Beethovenstr. 19, CH-8027 Zurich. 
Authorised and regulated by the 
Eidgenössische Finanzmarktaufsicht 
(“FINMA”). Registered with the Register of 
Commerce Zurich CHE-105.078.458. T: +41 
(0)44 245 70 00. F: +41 (0)44 245 70 16.
United Kingdom: State Street Global
Advisors Limited. Authorised 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.

Standard & Poor’s®, S&P® and SPDR® are 
registered trademarks of Standard & 
Poor’s Financial Services LLC (S&P); Dow 
Jones is a registered trademark of Dow 
Jones Trademark Holdings LLC (Dow 
Jones); and these trademarks have been 
licensed for use by S&P Dow Jones 
Indices LLC (SPDJI) and sublicensed for 
certain purposes by State Street 
Corporation. State Street Corporation’s 
financial products are not sponsored, 
endorsed, sold or promoted by SPDJI, 
Dow Jones, S&P, their respective 
affiliates and third party licensors and 
none of such parties make any 
representation regarding the advisability 
of investing in such product(s) nor do 
they have any liability in relation thereto, 
including for any errors, omissions, or 
interruptions of any index.
All forms of investments carry risks, 
including the risk of losing all of the 

invested amount. Such activities may 
not be suitable for everyone. 
This document contains certain statements 
that may be deemed forward looking 
statements. Please note that any such 
statements are not guarantees of any future 
performance and actual results or 
developments may differ materially from 
those projected. 

Issuing Office: This document has been 
issued by State Street Global Advisors Ireland 
(“SSGA”), 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. Web: ssga.com. 
ETFs trade like stocks, are subject to 
investment risk and will fluctuate in market 
value. The investment return and principal 
value of an investment will fluctuate in value, 
so that when shares are sold or redeemed, 
they may be worth more or less than when 
they were purchased. Although shares may be 
bought or sold on an exchange through any 
brokerage account, shares are not individually 
redeemable from the fund. Investors may 
acquire shares and tender them for 
redemption through the fund in large 
aggregations known as “creation units.” 
Please see the fund’s prospectus for 
more details. 
All the index performance results referred to 
are provided exclusively for comparison 
purposes only. It should not be assumed that 
they represent the performance of any 
particular investment.
The trademarks and service marks referenced 
herein are the property of their respective 
owners. Third party data providers make no 
warranties or representations of any kind 
relating to the accuracy, completeness or 
timeliness of the data and have no liability for 
damages of any kind relating to the use of 
such data.

For use in APAC: 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. 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.

For use in EMEA: The information provided 
does not constitute investment advice as 
such term is defined under the Markets in 
Financial Instruments Directive (2014/65/EU) 
and it should not be relied on as such. It 
should not be considered a solicitation to buy 

or an offer to sell any investment. It does not 
take into account any investor's or potential 
investor’s particular investment objectives, 
strategies, tax status, risk appetite or 
investment horizon. If you require investment 
advice you should consult your tax and 
financial or other professional 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) or applicable 
Swiss regulation. 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. 
This communication is directed at 
professional clients (this includes eligible 
counterparties as defined by the appropriate 
EU regulator) who are deemed both 
knowledgeable and experienced in matters 
relating to investments. The products and 
services to which this communication 
relates are only available to such persons 
and persons of any other description 
(including retail clients) should not rely on 
this communication.
Past Performance is not a guarantee of 
future results. 
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 
express written consent of State Street 
Global Advisors.
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.
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