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• As the importance of ESG in fixed income grows, it also
becomes important to understand the characteristics
of different bond indices, given the benchmark for a
portfolio becomes the basis of an investor’s beta.
• Many US corporate bond ETFs and index funds in
Europe track different indices. In this paper, we compare
the Bloomberg SASB U.S. Corporate ESG Select
Ex-Controversies Index, an innovative best-in-class
ESG index launched in 2020, and the Markit iBoxx
USD Liquid Investment Grade Index.
Inclusion Criteria

Rules for inclusion differ between the indices, although the Bloomberg SASB indices are based
on the Bloomberg parent index. The main difference with the Markit iBoxx family is the bond
issuance size required for inclusion into each index as well as the weighting mechanism, exclusion
and optimisation for the ESG index.
The iBoxx index has a higher minimum maturity compared with more traditional indices (with a
minimum of 36 months of remaining maturity versus 12 months for the Bloomberg indices). The
iBoxx index also has a higher minimum outstanding amount requirement at $750 million versus
$300 million for the Bloomberg indices.

Index Comparison
Summary

Bloomberg SASB® US Corporate
ESG Ex-Controversies Select Index

Markit iBoxx USD Liquid Investment
Grade Index

Minimum outstanding amount

$300 million par

$750 million par and issuer minimum
total debt of $2 billion

Rating

Investment Grade (from S&P, Moody’s
and/or Fitch)

Investment Grade (from S&P, Moody’s
and/or Fitch)

Maturity

At least 1 year of remaining maturity
at rebalancing

At least 3 years of remaining
maturity (and 3.5 years for new
issues) at rebalancing

Index rebalancing

Last business day of each month

Last business day of each month

ESG

Exclusion and Best In Class based
on State Street Global Advisors
R-Factor™ score

N/A

Source: State Street Global Advisors, Bloomberg SASB Index factsheet, as of 29 April 2022 and Markit iBoxx index guide as
of March 2022.

Figure 1
Summary of Index Rules
Bloomberg SASB® US Corporate ESG
Ex-Controversies Select Index

Markit iBoxx USD Liquid Investment Grade Index

Minimum amount
outstanding

$300 million minimum par
amount outstanding.

The outstanding face value of a bond must be greater than or equal to $750 million as of the bond
selection cut-off date. The outstanding face value of all bonds denominated in USD from the issuer
in the broader Markit iBoxx USD Investment Grade Corporate Index (excluding fixed-to-floater and
perpetual bonds) must be greater than or equal to $2 billion as of the bond selection cut-off date.

Rating

Securities must be rated investment grade
(Baa3/BBB-/BBB- or higher) using the
middle rating of Moody’s, S&P and Fitch;
when ratings from only two agencies are
available, the lower is used; when only one
agency rates a bond, that rating is used. In
cases where explicit bond-level ratings are
not available, other sources may be used to
classify securities by credit quality:

All bonds in the Markit iBoxx USD Liquid Investment Grade Index must have an iBoxx Rating of
investment grade. Ratings from the following three credit rating agencies are considered for the
calculation of the iBoxx Rating:

• Expected ratings at issuance may be
used to ensure timely index inclusion or to
properly classify split-rated issuers.

Investment grade is defined as BBB- or higher from Fitch Ratings and S&P Global Ratings and Baa3
or higher from Moody’s Investor Service. If a bond is rated by more than one of the above agencies,
then the iBoxx rating is the average of the provided ratings. The rating is consolidated to the nearest
rating grade. Rating notches are not used.

• Fitch Ratings
• Moody’s Investor Service
• S&P Global Ratings

• Unrated securities may use an issuer rating
for index classification purposes if available.
Unrated subordinated securities are included
if a subordinated issuer rating is available.
Maturity

At least one year until final maturity,
regardless of optionality.

All bonds must have at the rebalancing day an expected remaining life:
• of at least three years, and

Bonds that convert from fixed to floating
rate, including fixed-to-float perpetual, will
exit the index one year prior to conversion
to floating-rate. Fixed-rate perpetual bonds
are not included.

• all new insertions must have an expected remaining life of at least three years and 6 months.
The expected remaining life is calculated from the rebalancing date to the assumed workout date of
the bond, by using the day count convention of the bond. The workout date for a bond is determined
based on the bond features as follows:
• For plain vanilla bonds, the expected. workout date is the final maturity date.
• For dated and undated callable financial hybrid capital bonds, the workout date is assumed to be
the first call date.
• For soft bullets, the expected workout date is determined using the first call date.

Index Rebalancing

Last business day of each month
calendar month

The index is rebalanced monthly on the last business day of the month. Any inclusion after the index
cut-off day (t-3) will not be considered in the rebalancing process, but will become effective at the
end of the following month. New bonds issued are taken into account if they are publicly known to
settle until the last calendar day of the month, inclusive, and if their rating and amount outstanding
has become known at least three trading days before the end of the month.

Exclusions

Contingent capital securities, including
traditional CoCos and contingent writedown securities with explicit capital ratio or
solvency/balance sheet-based triggers

Preferred shares

Bonds with equity type features (e.g.,
warrants, convertibles, preferreds, DRD/
QDI-eligible issues)

Optionally and mandatory convertible bonds
Subordinated bank or insurance debt with mandatory contingent conversion features or with any
conversion options before the first call date is ineligible for the index
Bonds with other equity features attached (e.g., options/warrants)

Inflation-linked bonds, floating-rate issues

Perpetual bonds

Fixed-rate perpetuals

Fixed-to-floater bonds (except Senior fixed-to-float bonds issued by banks with a call option up to
25 months prior to maturity)

Taxable and tax-exempt
municipal securities

Floating rate notes

Private placements, retail bonds

Pay-in kind bonds (during the pay-in-kind period)

USD25/USD50 par bonds

Zero coupon bonds

Structured notes, pass-through certificates

Zero step-ups (GAINS)

Illiquid securities with no available internal
or third-party pricing source

Bonds with differences between accrual and coupon payment periods and monthly-paying bonds
Private placements
Retail bonds

Source: State Street Global Advisors, Bloomberg SASB Index factsheet, as of 29 April 2022 and Markit iBoxx index guide as of March 2022.
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Characteristics

The main difference between the two indices in terms of inclusion criteria is the minimum
issue size. The Bloomberg SASB index has a minimum issue size of $300 million versus Markit
iBoxx with $750 million. This difference results in the Bloomberg SASB index having a broader
universe of bonds. In terms of characteristics the Bloomberg SASB US Corporate ESG Select
EX-Controversies Index and the Markit iBoxx USD Liquid Investment Grade Index differ
principally due to the maturity rules that lead to increased duration and thus duration spread.

Figure 2
Comparison of
Index Characteristics
Bloomberg SASB US Corporate ESG
Ex-Controversies Select Index

iBoxx USD Liquid
Investment Grade Index TR

1,084,592

3,303,915

3,254

2,497

0

0

Yield to Worst

4.34

4.56

OAD

7.71

8.83

OAS

132.25

151.84

OAC

1.14

1.40

DTS

12.42

15.35

Maturity

11.60

13.39

Index Rating

A2/A3

A3/BAA1

Bloomberg LQA

81.64

89.27

Market Value ($bn)
# Constituents
# Issuers

Source: State Street Global Advisors, Bloomberg Finance L.P., Markit iBoxx, as of 2 May 2022. Characteristics are as of the date indicated and should not be relied upon as
current therafter. R-Factor™ data coverage is 98.8% for the Markit iBoxx USD Liquid Investment Grade Index. The score has been re-weighted on a 100 base in order to be
comparable with that of the Bloomberg SASB U.S. Corporate ESG Ex-Controversies Select Index.
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Sector Breakdown

The sector breakdown is also different with the Bloomberg SASB index having a higher allocation
to financial institutions, largely through REITS, and utilities. The iBoxx index has a greater weight
allocated to industrials.
This is in part the result of the Bloomberg SASB index having an ESG overlay, as this often
favours financial institutions. However, the optimisation process for the Bloomberg SASB
index seeks to both maximise the ESG score and push the characteristics of the index back
toward those of its parent (in this case the Bloomberg U.S. Corporate Index), which prevents the
allocations from becoming too out of line with the market-weighted benchmark.
The overweight to technology and underweight to energy of the Bloomberg SASB index is also
consistent with an ESG slant on issuer selection. The higher weight of communication bonds in
the iBoxx USD Liquid Investment Grade Index is likely to reflect the relative liquidity of the sector,
with it being 4% greater than the weighting seen in the standard Bloomberg U.S. Corporate Index.

Figure 3
Comparison of Index
Sector Distribution
Bloomberg SASB® US Corporate ESG
Ex-Controversies Select Index

Markit iBoxx USD Liquid Investment
Grade Index

Financial Institutions

34.02

31.08

Banking

23.83

24.62

0.38

1.14

—

0.96

Insurance

2.08

3.43

REITS

7.74

0.93

—

—

59.99

65.52

Basic Industry

3.63

1.70

Capital Goods

3.68

4.29

Consumer Cyclical

4.87

7.24

17.40

17.56

3.52

7.86

17.12

12.25

Transportation

0.34

1.66

Communications

9.43

12.91

—

0.05

Utility

5.99

3.16

Electric

5.29

2.77

Natural Gas

0.49

0.34

Other Utility

0.21

0.05

—

0.25

Brokerage Assetmgers Exchs
Finance Companies

Other Financial
Industrial

Consumer Non-Cyclical
Energy
Technology

Industrial Other

Non-Corporate

Source: State Street Global Advisors, Bloomberg Finance L.P., Markit iBoxx, as of 2 May 2022. Characteristics are as of the date indicated and should not be relied upon as
current thereafter.

US Corporate Bond Indices: A Comparison

4

Rating Breakdown

Figure 4
Credit Rating Breakdown

From a credit rating perspective, both indices are relatively close as the Bloomberg SASB
index has embedded controls to remain in line with its parent index, and thus in line with the
broad universe. However, close to 50% of the iBoxx index is Baa rated or below and that results in
a slightly lower overall rating compared to the Bloomberg SASB index.
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Source: State Street Global Advisors, Bloomberg Finance L.P., Markit iBoxx, as of 2 May 2022.

Maturity Breakdown

Figure 5
Index Maturity Breakdown

The overall maturity distribution between the two indices diverges given the different maturity
rules. The iBoxx index has a higher weight in the belly of the curve as well as in the longer end.
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Source: State Street Global Advisors, Bloomberg Finance L.P., Markit iBoxx, as of 2 May 2022.

US Corporate Bond Indices: A Comparison

5

Subordination
Breakdown

The Bloomberg SASB index has a slightly larger allocation to subordinated debt compared to
the Markit iBoxx Index, but the focus on subordination has historically been more a euro bond
concern and is less a driver of spread difference than the maturity profile.

Figure 6
Index Seniority Breakdown

120

Weight (%)

100

 Bloomberg SASB US Corporate
ESG Ex-Controversies
Select Index

80

 iBoxx USD Liquid Investment
Grade Index

60
40
20
0

Senior

Subordinated

LT2

UT2

Tier1

Capital Credit

Not Classified

Source: State Street Global Advisors, Bloomberg Finance L.P., Markit iBoxx, as of 1 February 2021.

Performance

Given its lower duration and the effect of ESG selection, the Bloomberg SASB US Corporate ESG
Select Ex-Controversies Index has exhibited a better risk-adjusted return than the iBoxx USD
Liquid Investment Grade Index. It is clear that the relentless rise in yields over the past 12-months
has had a greater impact on the iBoxx USD Liquid index, as would be expected given its longer
duration. However, performance has also been slightly stronger over the five-year period, during
which returns have been positive.
This performance has been achieved with consistently lower levels of volatility. The Bloomberg
SASB US Corporate ESG Ex-Controversies Select Index has exhibited lower drawdowns than the
iBoxx index given its DTS profile and, potentially, as a result of its inherent quality skew linked to
the ESG approach.

Figure 7
Comparison of
Index Performance
31/01/2021
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iBoxx USD
Liquid Investment
Grade Index
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Source: State Street Global Advisors, Bloomberg Finance L.P., as of 30 April 2022. Risk-free rate based on JP Morgan 1M USD Cash index.
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Figure 8
Index Drawdowns Since
Common Inception
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Source: State Street Global Advisors, Bloomberg Finance L.P., Markit iBoxx, as of 30 April 2022.

Summary

Understanding the characteristics of different US corporate bond indices is key since the
benchmark for a portfolio becomes the basis for an investor’s beta.
Bond indices aim to span and weight the appropriate markets, instruments and issues that reflect
opportunities available to investors. Indices typically only include securities in which an investor
can trade into and out of at short notice and for which firm prices exist. They also differ from each
other, however, and sometimes significantly.
SPDR ETFs are designed to enable investors to accurately express their strategic and tactical
allocation views. Visit our ESG capabilities webpage to learn more about our ESG ETF offering.
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Important Information
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
information is from SSGA unless otherwise
noted and has been obtained from sources
believed to be reliable, but its accuracy is not
guaranteed. There is no representation or
warranty as to the current accuracy, reliability
or completeness of, nor liability for, decisions
based on such information and it should not
be relied on as such.
Belgium: State Street Global Advisors Belgium,
Chaussée de La Hulpe 185, 1170 Brussels,
Belgium. T: +32 2 663 2036. State Street
Global Advisors Belgium is a branch office of
State Street Global Advisors Europe Limited,
registered in Ireland with company number
49934, authorised 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 Europe
Limited, France Branch (“State Street Global
Advisors France”) is a branch of State Street
Global Advisors Europe Limited, registered
in Ireland with company number 49934,
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 France is registered in
France with company number RCS Nanterre
899 183 289, and its office is located at Coeur
Défense — Tour A - La Défense 4, 33e étage,
100, Esplanade du Général de Gaulle, 92 931
Paris La Défense Cedex, France. T: +33 1 44 45
40 00. F: +33 1 44 45 41 92.
Germany: State Street Global Advisors Europe
Limited, Branch in Germany, Brienner Strasse
59, D-80333 Munich, Germany (“State Street
Global Advisors Germany”). T +49 (0)89 55878
400. State Street Global Advisors Germany is a

branch of State Street Global Advisors Europe
Limited, registered in Ireland with company
number 49934, authorised and regulated by
the Central Bank of Ireland, and whose
registered office is at 78 Sir John Rogerson’s
Quay, Dublin 2.
Ireland: State Street Global Advisors
Europe Limited is regulated by the Central
Bank of Ireland. Registered office address
78 Sir John Rogerson’s Quay, Dublin 2.
Registered Number: 49934. T: +353 (0)1 776
3000. F: +353 (0)1 776 3300.
Italy: State Street Global Advisors Europe
Limited, Italy Branch (“State Street Global
Advisors Italy”) is a branch of State Street
Global Advisors Europe Limited, registered in
Ireland with company number 49934,
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 Italy is registered in Italy with
company number 11871450968 - REA:
2628603 and VAT number 11871450968,
and its office is located at Via Ferrante Aporti,
10 - 20125 Milan, 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 7181 000. State Street
Global Advisors Netherlands is a branch office
of State Street Global Advisors Europe Limited,
registered in Ireland with company number
49934, authorised 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
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.
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 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.
This communication is directed at professional
clients (this includes eligible counterparties as
defined by the appropriate EU regulator or
applicable Swiss 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
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on this communication.
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
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redeemable from the fund. Investors may
acquire shares and tender them for redemption
through the fund in large aggregations known as
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“creation units.” Please see the fund’s
prospectus for more details.
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The information contained in this
communication is not a research
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