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THERESA: Let’s start with universal 
relevance. How would you finish 
this sentence—In terms of its 
global impact on financial markets, 
sustainability is…

MARTINA: …globally imperative. 
While sustainable investing is not  
a new concept, it was overlooked 
in the financial markets up until 
a few years ago. Thanks to a few 
key catalysts, namely the United-
Nations-backed Principles for 
Responsible Investment (PRI) 
and environmental, social, and 
governance (ESG) research and 
academic studies focusing on 
evidence around materiality, 
sustainability is in the day-to-day 
conscious of investors in the  
financial markets. 

How mainstream is it? There are now 
more than USD 60 trillion in assets 
under management or AUM assigned 

to the PRI via its 1,500 signatories 
worldwide, up from just USD 4 
trillion in 2006.  Today the concept of 
sustainability is directly influencing 
companies, policy makers, and other 
market participants.

However, I still see clear gaps in the 
investment value chain in relation 
to ESG terminology and metrics, 
integrated profitability/sustainability 
models at corporate and investor level, 
and in relation to impact assessment 
considerations in line with global 
sustainable development goals.

THERESA: Sustainable and impact 
investing is gaining traction in many 
markets. Why do you think that is, and 
what are the main drivers?

MARTINA: That’s a loaded question.  
Let’s set the stage with a quote 
from Milton Friedman in an article 
published in New York Times 

The Growing Impact 
of Sustainability

Socially Responsible Investing has evolved from a niche 
asset class to a mainstream investment strategy in the  
past few years alone. But there are still question marks 
around whether sustainable investing is in fact sustainable.  
Theresa Baggs, Editor-in-Chief of Indexology Magazine, 
sat down with Martina Macpherson, Global Head of 
Sustainability Indices at S&P DJI, to assess the staying power 
and universal impact of sustainability around the world. 
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Magazine in 1970: “The social 
responsibility of business is to 
increase its profits.” Since that time, a 
new world has emerged, one driven by 
megatrends, mispriced opportunities, 
and systemic risks. ESG research 
and analysis is at the core of this 
development and aims to identify 
hidden risks and opportunities 
linked to key issues like climate 
change and natural resource scarcity, 
population trends, rapid urbanization, 
shareholder expectations, board 
accountability, and diversity. Faced 
with pressure to accept the wider role 
of stakeholders and responsibilities, 
corporations now publish Corporate 
Social Responsibility (CSR) reports, 
or more casually sustainability 
reports. In fact, reporting social and 
environment performance is becoming 
more standardized and rigorous much 
like reporting financial accounts. 
Last but not least, regulation and 
legislation across regions are setting 
the mandate for more sustainability 
and ESG disclosure around the world.

Changes in investment trends and 
in the debate around ‘business with 
purpose’ also signal a trend towards 
a more mixed economy where the 
dividing line between private and 
public activity and financial and non-
financial gains is becoming more and 
more blurred.  Millennials, the next 
generation of wealth, who are set to 
eventually inherit up to USD 41 trillion 
from the baby boomers’ generation, 
play a key role in this as they appear to 
be more interested in and concerned 
with investment outcomes beyond 
financial results. This concept is at 

the heart of impact investing, a key 
area of growth among the sustainable 
investment strategies.

THERESA: What are the main 
components of sustainability, and 
how do you define them?

MARTINA: According to extensive 
research, three components are key  
to sustainable investing and growth: 

a. Financial Materiality

b. Long-Term Impact

c.  Universal Ownership, Stewardship, 
and Fiduciary Duty

What does this mean? Over the last 
few years, many large asset owners 
have embraced the concept of 
stewardship and universal ownership. 
Through their long-term portfolio 

exposure to the whole economy, asset 
owners have realized that certain 
material issues, such as externalities 
generated by companies, can have a 
direct impact on the risk/return 

profile of their portfolios, and hence 
require specific investment actions. 
In line with their fiduciary duty, they 
are redefining their investment beliefs 
and integrating ESG into investment 
mandates and decision-making to 
achieve higher sustainable long-term 
returns. 

THERESA: It seems de-carbonization 
is frequently discussed in this space. 
What’s driving this?

MARTINA: In the wake of and post 
the global financial crisis, investors 
and business leaders have been 
forced to rethink the fundamentals 
of mainstream asset pricing and 
business models.  A common 
motivation for ESG screening, for 
engagement on key issues or for 
integrating sustainability factors into 

the investment process is to identify 
and manage extra-financial factors 
that are believed to be important 
drivers of risk and return. 

Climate change represents a 
key investment challenge, not 
just from a reputational and 
regulatory perspective but also 
from a business and portfolio  
risk management perspective.

“

“
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In the context of new asset price 
valuation models, de-carbonization 
and climate-friendly investment 
strategies have become an area 
of focus within sustainable and 
mainstream investing. Climate 
change represents a key investment 
challenge, not just from a reputational 
and regulatory perspective but also 
from a business and portfolio risk 
management perspective. Many 
investors are trying to facilitate the 
transition to a low carbon economy 
by taking either a solutions-led (e.g. 
project finance in renewables) or risk 
management-led approach (e.g. by 
reducing their exposure to carbon-
intensive companies). At S&P DJI, 
we provide both thematic indices 
that focus on renewable energy 

companies, and a broad range of 
carbon efficient and fossil fuel free 
sustainability indices.

THERESA: Where do Green Bonds fit 
into the picture? 

MARTINA: On the heels of historic 
agreements like the COP 21 in 
Paris last year, addressing global 
environmental issues has become a 
mainstream theme in the financial 
community. Multiple new green 
finance initiatives have been 

launched that support the streaming 
of private sector capital to address 
environmental challenges, and S&P 
DJI actively participates in many of 
these. And here lies the answer to 
your question: these green finance 
initiatives around the world are 
where Green Bonds have a key role 
to play. According to the Climate 
Bonds Initiative, the total amount 
of labeled Green Bond issuances 
accumulated to USD 41.8 billion 
at the end of 2015,2  and Bank 
of America anticipated in June 
that Green Bond issuances could 
reach up to USD 90 billion by the 
end of this year.3  However, this 
exponential growth is also linked 
to new challenges, especially in the 
context of ‘green washing’. Existing 

green labelling standards will need 
to evolve to bring consistency and 
rigor. For now, they remain in flux, 
as the market is reliant on voluntary 
standards. Here, Green Bond indices 
have an important role to play, they 
can help increase transparency 
and drive harmonization of metrics 
and standards. And there are more 
opportunities ahead – we see a clear 
market trend for moving beyond 
green and incorporating social 
(impact) assessment metrics. An 
area to watch. 

THERESA: Sustainable investing has 
become popular around the world, 
but particularly in Europe. Why do you 
think that is, what are the drivers and 
challenges, and where do you think 
it’s headed next?

MARTINA: The uptick in Europe is 
continuing across countries. There 
are a few key reasons for this: first, 
asset owner demand and initiatives, 
second, increasing regulatory 
pressure, and third, close engagement 
between stakeholders in the broader 
investment value chain including 
investors, corporates, policy makers, 
academics, and the media. 

In the U.S., fiduciary duty is key to 
the pendulum swing. Before 2015, 
many avoided sustainable options for 
fear of violating complicated federal 
regulations governing retirement 
plans. But a 2015 ruling by the U.S. 
pension regulator offers managers of 
pensions and 401(k) the opportunity 
to add ESG funds to their line-ups. 
The new policy opens the door for an 
increase in sustainable investment 
strategies across North America. ESG 
issues are already well-understood 
and developed in Canada; the 
introduction of a carbon tax, which 
comes into effect next year, is 
expected to lead to further adoption 
of climate-friendly strategies. 

In APAC, certain regions such as 
Japan and Australia show stronger 
interest in ESG thanks to asset owner 
demand, availability of ESG data, 
and regulatory pressures. And in 
LatAm, overall investor allocation to 
sustainable investment strategies 
has grown over 30% in the last couple 
of years, with Mexico and Brazil 
leading the ESG charge.4  The stock 
exchanges such as MILA (Mercado 
Integrado Latinoamericano), one of 

ETFs offer more sustainable and 
cost-effective options. Hence, 
passive investment in equities 
and fixed income has grown 
significantly in recent years. 

“
“

2 CBI, “2015 Year End Review,” January 2016.
3 FT, “Green Bond Market Facing Growing Pains,” June 2016.
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S&P DJI’s key partners, are playing a 
leading role in setting and driving the 
ESG agenda across the region.

I think it’s also important to note that 
beyond geographic diversification, 
there is also an increasing interest in 
sustainable investing across different 
segments, most notably among IFAs 
and retail investors where financial 
and social outcomes are converging 
in the interest of generating and 
preserving natural and physical 
assets for the long-term.

THERESA: Where does sustainability 
fit into portfolio allocation? 

MARTINA: Nowadays, sustainability 
factors are commonly integrated 
across asset classes and across 
active and passive investment 
strategies. ETFs offer more 
sustainable and cost-effective 
options. Hence, passive investment 
in equities and fixed income has 
grown significantly in recent years. 
At S&P DJI, total net assets of index 
equity funds have increased from 
USD281 billion in 2002 to USD1,790 
billion in 2015. Under the umbrella of 
sustainability, there are currently five 

ESG-based ETFs with BlackRock and 
State Street which are indexed to 
S&P Dow Jones Indices.

Although the performance impact 
of individual sector and style effects 
typically varies over time, persistent 
exposure to industry and style factors 
can increase volatility and ultimately 
detract from risk-adjusted returns if 
not properly managed in the portfolio 
construction process. 

Large factor exposures also tend 
to overwhelm the stock selection 
effect, masking the stock-specific 
characteristics of ESG-screened 
portfolios. By minimizing active 
factor exposures and removing 
significant market biases through an 
‘optimization’ process, RobecoSAM, 
one of S&P DJI’s strategic research 
partners, has also found a positive 
stock-specific impact.

THERESA: What are S&P DJI’s plans 
to address growing sustainability 
demands?

MARTINA: Integrated financial and 
extra-financial factors matter to 
S&P DJI. We have a proven track 

record in delivering sustainability 
indices since 1999 when we 
launched the first range of Dow Jones 
Sustainability Indices (DJSI)—one of 
the most well-known sustainability 
indices in the industry.  Since 2010, 
S&P DJI has more than tripled its 
sustainability offering through 
indices ranging from classic beta to 
quant alpha overlay index strategies 
to meet clients’ varying risk/return 
and ESG expectations.

Today, S&P DJI runs a well-diversified 
range of environmentally and socially 
responsible indices that are based on 
ESG data, scores, and screens from 
RobecoSAM , Trucost, Sustainalytics 
and Climate Bonds Initiative.

Over the next few months, S&P DJI 
plans to build a range of indices that 
can meet the requirements set by 
the UN Sustainable Development 
Goals (SDG) that are also able 
to deliver on sustainability, risk/
return, and impact. This involves 
expanding index capabilities around 
environmental impact, with a focus 
on water demand risk, long-term 
value creation, and building on Green 
Bond indices. 

4 EIRIS, “Evolving markets: what’s driving ESG in emerging economies?” September 2012.
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1  A correlation of +1.0 is perfectly positive, indicating assets move in lockstep, a correlation of 0 indicates no 
relationship, and a correlation of -1.0 is perfectly negative, indicating opposite movement. Generally, the more 
negatively correlated the assets, the more diversifi cation.

The Energy Effect...

However, even as the oil industry 
starts to recover, more questions 
remain from the Brexit vote, the 
upcoming U.S. presidential election, 
and lingering volatility in the Chinese 
stock market. Other economic 
factors, like the strength of the U.S. 
dollar, interest rates, and infl ation, 
are now joined by oil as major drivers 
of markets around the world.

Though the correlation between oil 
and other asset classes is generally 
low, there are varying degrees of 
correlation and even a few surprises. 
For example, Canadian equities 
are more correlated with oil than 
are the emerging markets and U.S. 
equities; Australian equities are 
barely correlated with oil; and China, 
which is not nearly as big a producer 

Since the oil market share war began in the summer of 2014, 
oil’s decline has affected multiple asset classes. The S&P 
GSCI Crude Oil (TR) lost over 80% from June 20, 2014, until its 
bottom on Feb. 11, 2016. Although the prices are still generally 
considered low, crude oil has rebounded about 50% on a 
total return basis. Additionally, volatility has calmed and the 
correlation  between oil and stocks is starting to fall.

VO
LA

TI
LI

TY

Source: S&P Dow Jones Indices LLC. Data from September 2006 to June 2016. Past performance is no guarantee 
of future results. Chart is provided for illustrative purposes.
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EXHIBIT 1: 90-DAY ANNUALIZED VOLATILITY AND CORRELATION OF 
OIL AND STOCKS1

Jason Giordano
Director, 
Fixed Income 
Product Management

Mike Orzano, CFA
Director of Product 
Management
Global Equity Indices 

Phil Murphy, CFA
Vice President
North American 
Equities  

Tianyin Cheng
Associate Director
Strategy Indices 

Jodie Gunzberg, CFA
Global Head of 
Commodities
and Real Assets 
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as a consumer, has equities that are 
moderately correlated with oil.
Oil is not as oppositely correlated 
to gold as many think; they have a 
relatively weak positive correlation 
of 0.32. While gold straddles the 
line between a low-to-moderate 
positively correlated relationship 
with oil, a few other assets have 

shown more diversifi cation 
historically. Real estate and bonds 
show little relationship with oil, with  
correlations of 0.18 (REITs) and 0.07 
(the S&P CoreLogic Case-Shiller 
Home Price Index), but VIX® is the 
one asset with an even moderately 
negative correlation with oil, at -0.32.
The correlation has increased across 

commodities and other asset classes, 
so picking winning asset classes may 
be more challenging today than 
before the oil crash. 

What follows is a series of pieces that 
explore the impact oil has on specifi c 
asset classes to help explain the 
sensitivities unique to each.

EXHIBIT 2: CRUDE OIL CORRELATION TO OTHER BENCHMARKS

Source: S&P Dow Jones Indices LLC. Data from January 2004 to December 2014. Past performance is no guarantee of future results. Chart is provided for illustrative 
purposes. Note: the S&P GSCI Crude Oil measures WTI crude oil.

S&P GSCI Crude Oil

S&P GSCI Brent Crude Oil

EXHIBIT 3: CORRELATION ACROSS COMMODITIES AND ASSETS

Source: S&P Dow Jones Indices LLC. Data from January 2007 to May 2016. Past performance is no guarantee of future results. Chart is provided for illustrative purposes.
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...On U.S. Equity

Since the second half of 2014, 
turmoil in the global crude oil market 
has severely affected the profi ts of 
U.S. energy companies. The effect 
on share prices was most strongly 
felt among smaller companies; 
therefore, the higher the weighting 
of small-cap shares within energy 
sector benchmarks, the greater the 
drawdown. Since February 2016, 
prices have rebounded signifi cantly, 
but energy sector indices are still a 
long way from previously recorded 
peaks. In the most dramatic example, 
the S&P SmallCap 600 Energy 
experienced a drawdown of almost 
78%, based on monthly price return 
index levels, from its peak at the end 
of June 2014 through February 2016.

At the end of June 2014, the market 
value of companies in the S&P 
SmallCap 600 energy sector was 
almost USD 37.2 billion. Most 
were categorized in the “Oil & Gas 
Equipment & Services”2 or “Oil & Gas 
Exploration & Production”3 sub-
industries of the Global Industry 
Classifi cation Standard (GICS). 
Index constituents had a great deal 
of involvement in exploration and 
production activities, but not much 
in refi ning and other downstream 
businesses that might have mitigated 
the effects of the bear market in oil. 
As of February 2016, the market cap 
of companies in the energy sector 
of the S&P SmallCap 600 was about 
USD 13.2 billion.

In hindsight, the earnings multiple 
of the small-cap energy sector 
in the fi rst half of 2014 seems 
extreme, but it is trivial to identify 
such infl ection points in historical 
data. Recognizing them in real time, 

under future uncertainty, is another 
game altogether. At the end of Q1 
2014, the S&P SmallCap 600 Energy 
(Price Return) closed at 1,850.84. 
The trailing four quarters as reported 
(GAAP) index earnings per share 

EXHIBIT 1: DRAWDOWNS

Source: S&P Dow Jones Indices LLC. Calculations based on monthly price return index levels. Data from June 2014 
to February 2016. Past performance is no guarantee of future results. Chart is provided for illustrative purposes.

EXHIBIT 2: SHARE PRICE RECOVERY

Source: S&P Dow Jones Indices LLC. Calculations based on monthly price return index levels. Data from February 
2016 to July 2016.  Past performance is no guarantee of future results. Chart is provided for illustrative purposes.

2  The GICS sub-industry description is, “Manufacturers of equipment, including drilling rigs and equipment, and providers of supplies and services to companies involved in 
the drilling, evaluation and completion of oil and gas wells.”

3 The GICS sub-industry description is, “Companies engaged in the exploration and production of oil and gas not classifi ed elsewhere.”
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(EPS), which would have been fully 
reported at the time (Q1 2013 to Q4 
2013), was USD 14.60. Therefore, the 
price/earnings ratio (P/E) for trailing 
GAAP EPS was 126.8. The market 
evidently expected exciting earnings 
growth for small-cap energy shares 
going forward. Unfortunately for 
market participants buying into that 
narrative, the energy sector was about 
to peak. The S&P SmallCap 600 energy 
sector went on to higher highs for one 
more quarter. By close of trading in 
June 2014 the index stood at 1,966.26, 
with a trailing GAAP P/E of 169.4.

U.S. energy sector earnings peaked 
in late 2008, as the fi nancial crisis 
ground on. For Q3 2008, S&P 500 
energy companies together earned 
almost USD 55 billion (GAAP). For 
the same period, S&P MidCap 400 
energy companies earned over USD 3 
billion, and those in the S&P SmallCap 
600 earned almost USD 1 billion. A 
steep, but short, contraction ensued 
in the last quarter of 2008, followed 
by several years of solid profi tability. 
However, by the second half of 2014, 
as energy earnings turned negative, 
large fi rms had signifi cantly greater 
amounts of previously retained 
earnings to cushion shareholder 
equity. Through Q1 2016, cumulative 
losses among S&P 500 stocks were 
only a fraction of the previous few 
years’ cumulative profi ts—not so 
for the mid-cap and small-cap 
benchmarks. Firms in these indices 
suffered signifi cant losses relative to 
previously accumulated profi ts. GAAP 
index losses for the S&P SmallCap 
600 Energy from Q3 2014 to Q1 2016 
amount to over 11 times the previously 
recorded GAAP index profi ts from Q2 
2009 to Q2 2014.

EXHIBIT 5: CUMULATIVE INDEX EARNINGS OF S&P U.S. ENERGY 
SECTOR BENCHMARKS
Index GAAP Earnings From 

Q2 2009 to Q2 2014
 (USD Millions)

GAAP Losses From 
Q3 2014 to Q1 2016 

(USD Millions)

S&P 500 Energy 577,757 38,432

S&P MidCap 400 Energy 13,291 16,878

S&P SmallCap 600 Energy 1,079 12,337

Source: S&P Dow Jones Indices LLC calculations based on S&P Global Market Intelligence data. Data from Q2 
2009 to Q1 2016. Past performance is no guarantee of future results. Table is provided for illustrative purposes.

EXHIBIT 3: WTI CRUDE OIL FRONT-MONTH CONTRACT

Source: Factset. Data from Aug. 1, 2014, to Aug. 1, 2016. Past performance is no guarantee of future results. 
Chart is provided for illustrative purposes.

EXHIBIT 4: PERFORMANCE OF S&P U.S. ENERGY SECTOR BENCHMARKS

Source: S&P Dow Jones Indices LLC. Monthly price return index levels rebased as of July 2006. Data from July 
2006 to July 2016. Past performance is no guarantee of future results. Chart is provided for illustrative purposes.
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The bear market in oil detrimentally 
affected balance sheets across 
the entire U.S. energy sector. In the 
small-cap space in particular, where 
speculation of dynamic future growth 
had been built into share prices, the 
fallout was massive and would have 
been expected to lead to signifi cant 
capital impairments for overexposed 
market participants. In spite of that, 
the energy sector in the U.S. carries 
on with perhaps greater endurance 
than many expected.

For foreign U.S. competitors, such 
as state-owned oil producers, the 
current oil market may represent 
an existential threat to society and 
government. The stakes for these 
nations are a lot higher than in the 
U.S. As deep as their pockets may be, 
resisting technological innovation 
could be a losing proposition in 
the long run. Keeping high-cost 
producers out of the market in 
the short run does not solve the 
long-term pricing problem. Modern 
exploration techniques may have 
essentially put a ceiling over the 
price of fossil fuels well into the 
future, which could be helpful for 
overall U.S. economic growth for a 
long time to come.4

4 Source: S&P Dow Jones Indices LLC.

Source: S&P Dow Jones Indices LLC calculations based on S&P Global Market Intelligence data. Operating 
earnings calculated by Compustat. Data from Q1 2008 to Q1 2016. Past performance is no guarantee of future 
results. Chart is provided for illustrative purposes.

EXHIBIT 6: INDEX EARNINGS FOR S&P 500 ENERGY
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Source: S&P Dow Jones Indices LLC calculations based on S&P Global Market Intelligence data. Operating earnings 
calculated by Compustat. Data from Q1 2008 to Q1 2016. Past performance is no guarantee of future results. Chart is 
provided for illustrative purposes.

EXHIBIT 7: INDEX EARNINGS FOR S&P MIDCAP 400 ENERGY
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Source: S&P Dow Jones Indices LLC calculations based on S&P Global Market Intelligence data. Operating earnings 
calculated by Compustat. Data from Q1 2008 to Q1 2016. Past performance is no guarantee of future results. Chart is 
provided for illustrative purposes.

EXHIBIT 8: INDEX EARNINGS FOR S&P SMALLCAP 600 ENERGY
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Energy prices have long been an 
important driver of emerging market 
economies and global stock markets, 
and the crash in oil markets within 
the past few years (and subsequent 
recovery since early February 2016) 
has certainly been no exception. 
With all the recent focus on the 
uncharacteristically high correlation 
between oil and the U.S. and 
other developed equity markets, 
it should come as no surprise that 
the connection between emerging 
markets and oil has been high as 
well. In fact, it has had an even more 
profound influence.

Between June 25, 2014, and Feb. 11, 
2016, the S&P GSCI Crude Oil, a key 
barometer for oil prices, plummeted 
80% as oil markets fell. Over the same 
period, the S&P 500 declined 3.4%, 
interrupting the long-term bull market 
that had been in place in the U.S. since 
2009. However, the impact on emerging 
markets was much more pronounced, 
as the S&P Emerging BMI dropped 
27.5% in U.S. dollar terms. Because the 
decline in oil prices was accompanied 
(and partially driven) by significant 
strength of the U.S. dollar versus 
emerging market currencies, the  
S&P Emerging BMI in local currency 
terms declined a comparatively 
modest 11.7%. 

Conversely, the recovery in oil prices 
since February 2016 has led to a 
substantial rebound in emerging 
market equities and currencies. 
Between Feb. 11, 2016, and June 30, 
2016, the S&P Emerging BMI gained 
nearly 20% in U.S. dollar terms 
and 14.8% in local currency terms. 

Interestingly, the S&P 500 has had 
nearly as strong a bounce-back in 
the same time period, up 15.7%, 
despite experiencing a far less 
harrowing decline.

Although emerging markets are 
typically grouped together as one 
asset category, it is important to 
remember that these countries 
differ dramatically across many 
dimensions, including their 
dependence on energy. For example, 
countries such as Brazil and Russia 
are heavily dependent on oil & gas 
revenue, while other large emerging 
markets, such as China, India, and 
Taiwan, are net importers of oil and 
should benefit economically from 
cheaper oil imports. These dynamics 
are reflected in the variation in 
returns among the largest emerging 
markets (see Exhibit 1), with Brazil 
and Russia generally experiencing 
the sharpest drawdowns (particularly 

in U.S. dollar terms) during the oil 
crash, while China, India, and Taiwan 
have seen far less dramatic moves.

Clearly, emerging markets face a 
variety of challenges beyond volatile 
energy prices. Steep declines in other 
commodity prices, most notably 
metals, have damaged countries that 
are heavily dependent on mining. 
Slowing economic growth prospects, 
particularly in China, have led many 
market participants to broadly re-
think the emerging market growth 
story. Political and social instability 
in many countries have also weighed 
on markets. Finally, the steep decline 
in emerging market currencies has 
compounded issues, increasing 
the potential for emerging market 
economic crises. Despite a wide 
array of issues, energy prices remain 
a focal point and major driver of 
emerging equity markets.5

…On Global Equity

EXHIBIT 1: PERFORMANCE OF EMERGING MARKETS DURING THE OIL 
CRASH AND SUBSEQUENT RECOVERY

Market
Crash Recovery

USD (%) LCL (%) USD (%) LCL (%)

Emerging Markets -27.5 -11.7 19.6 14.8

Brazil -59.3 -26.9 60.5 29.7

China -15.7 -15.3 17.2 16.8

India -13.0 -1.2 19.8 18.4

Russia -48.0 5.0 38.3 15.2

Taiwan -17.0 -7.9 12.3 8.8

S&P 500 -3.4 -3.4 15.7 15.7

Developed ex-U.S. -20.7 -7.3 11.5 10.3

Source: S&P Dow Jones Indices LLC. Crash data from June 25, 2014, to Feb. 11, 2016. Recovery data from Feb. 11, 
2016, to March 17, 2016. Index performance is based on total return in USD and local currencies. Crash is defined 
using daily peak and trough values of the S&P GSCI Crude Oil. The 2016 recovery is the gain in the S&P GSCI 
Crude Oil. Past performance is no guarantee of future results. Table is provided for illustrative purposes.

5 Source: S&P Dow Jones Indices LLC.
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…On Fixed Income
Within fi xed income, oil’s price 
decline has had a noticeable impact 
throughout the asset class. Despite 
the recent bounce off of the 12-
year low, the negative effects of the 
depressed price of oil can be seen in 
virtually every segment of the bond 
market, including corporate bonds, 
municipal bonds, bank loans, and 
preferred stock.

Perhaps the most obvious sign of oil’s 
impact is in the credit default swap 
(CDS) market. These swaps aim to 
offer market participants protection 
against default risk. Decreasing oil 
prices have had a negative impact 
on the forecast operating cash fl ows 
of energy companies. As uncertainty 

has increased, the cost of credit 
protection (i.e., CDS premiums) within 
the energy sector has skyrocketed, as 
evidenced by the S&P/ISDA CDS U.S. 
Energy Select 10 (see Exhibit 1).

Even with the recent jump in oil prices, 
CDS premiums were still up over 
300% for the one-year period ending 
March 20, 2016. Comparatively, as of 
March 20, 2016, credit default spreads 
within the energy sector were 650 bps 
wider than those of the entities in the 
equity-based S&P 100, as measured 
by the S&P/ISDA 100 CDS Index 
(see Exhibit 1).

Due to the cyclical nature of the 
industry, oil & gas companies use 

high-yield debt to fund the majority 
of their expansion efforts. Further, 
the debt structure often consists of 
senior loans (also called bank loans 
or leveraged loans). These are debt 
instruments with fl oating interest 
rates that are typically secured by 
assets. Covenants for these loans 
require the borrower to have suffi cient 
cash fl ow to cover a preset percentage 
of the annual interest expense or a 
percentage of the total debt. As cash 
fl ows increase, the amount available 
to be borrowed also increases. 
However, declining oil prices have 
led to decreased earnings, increased 
debt ratios, and an inability to access 
additional funding.

Source: S&P Dow Jones Indices LLC. Data from March 2015 to March 2016. Past performance is no guarantee of future results. Chart is provided for illustrative purposes.

EXHIBIT 1: CREDIT DEFAULT SPREADS
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As expected, the increase in CDS 
premiums and the corresponding 
increase in the amount of leverage 
have resulted in a similar increase 
in high-yield energy bonds that are 
trading at distressed prices. The 
number of qualifying constituents 
as well as the amount of par value in 
the S&P U.S. Distressed High Yield 
Corporate Bond Index have increased 
400% for the one-year period ending 
March 20, 2016 (see Exhibit 2). The 
index, which seeks to measure 
securities with an option-adjusted 
spread greater than or equal to 
1,000 bps, was down 35% over the 
same one-year period. Additionally, 
there have been 14 issuers that have 
exited the index due to default over 
that period. Of those 14 issuers, 10 
were from the energy sector.

Finally, the impact of depressed 
oil prices can be seen within the 
preferred stock asset class by 
comparing the performance of the 
S&P International Preferred Stock 
Index to the S&P U.S. Preferred 
Stock Index (see Exhibit 3). The 
International index has over 20% 
exposure to companies in the energy 
sector; conversely, the U.S. index 
has zero exposure. As a result, the 
U.S. version of the index signifi cantly 
outperformed its international 
counterpart. From August 2014 
through March 2016, the S&P U.S. 
Preferred Stock Index was up 7.0%, 
while the S&P International Preferred 
Stock Index was down 47.5%.

Source: S&P Dow Jones Indices LLC. Data from Aug. 1, 2014, to March 20, 2016. Past performance is no guarantee 
of future results. Chart is provided for illustrative purposes.

EXHIBIT 2: S&P U.S. DISTRESSED HIGH YIELD CORPORATE BOND INDEX 
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Source: S&P Dow Jones Indices LLC. Data from Aug. 31, 2009, to March 20, 2016. Past performance is no 
guarantee of future results. Chart is provided for illustrative purposes.

EXHIBIT 3: INTERNATIONAL PREFERRED STOCK VERSUS 
U.S. PREFERRED STOCK
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In the past year, energy lost half 
of its value, which drove down the 
annualized 10-year total return of the 
world-production-weighted S&P GSCI 
over 10%. Additionally, the equally 
weighted Dow Jones Commodity 
Index (DJCI), which has only one-third 
of its weight in energy, lost almost 
5% (annualized) in the same 10-
year period. Even excluding energy, 
commodities lost over 2% on an 
annualized basis in the past 10-year 
period. This poor performance over 
the long term has made many market 
participants question the viability of 
using commodities in their portfolios.

Two of the main reasons market 
participants allocate to commodities 
are diversification and inflation 
protection. By definition, long-only 
commodity indices provide inflation 
protection because the same food 
and energy issues that make up 
the Consumer Price Index (CPI) are 
included in the indices. Because 
energy is the most volatile component 
of the CPI, the more energy allocation 
an index has, the higher the inflation 
beta, or sensitivity the index has to 
inflation. Despite the poor commodity 
performance in the last decade, this 
holds true.

However, the price paid for inflation 
protection by investing in commodity-
index-linked products has been 
steep. Several commodity indexing 
innovations have helped reduce the 
impact of negative energy returns. For 
example, simply equally weighting 
the commodity sectors in the DJCI 
reduced the negative annualized 
return by 6.5% over the 10-year 
period observed. Furthermore, 
changing the contract selection to 
optimize the return from rolling in the 
S&P GSCI Dynamic Roll reduced the 
annualized loss even more, by 7.4% 
over the past 10-year period. The 
most powerful single enhancement 
was realized in the risk-parity-
weighted S&P GSCI Risk Weight, and 
while it saved an annualized 8.5% 
over the past 10 years, it still lost 

2.1% (annualized) in the same period. 
There is no single commodity index 
enhancement that has resulted in a 
positive 10-year annualized return.

One bright spot, despite these losses 
even from enhanced commodity 
indices, is that the Sharpe ratios 
still improved when moving from a 
60% stock/40% bond mix to a 50% 
stock/40% bond/10% commodity 
mix. Although the Sharpe ratio fell
slightly from 0.46 to 0.45 when using
the S&P GSCI for commodities, the
simple weight enhancement in the
DJCI improved its Sharpe ratio to
0.54. The S&P GSCI Dynamic Roll and
S&P GSCI Risk Weight also improved
their Sharpe ratios to 0.56 and 0.58, 
respectively.

Source: S&P Dow Jones Indices LLC, Bureau of Labor Statistics. Commodity indices performance based on total 
return and equity indices performance based on net total return. Data from January 2006 to December 2015. Past 
performance is no guarantee of future results. Table is provided for illustrative purposes.

EXHIBIT 1: INFLATION DATA

Index Inflation Beta Correlation to Inflation

S&P 500 0.21 0.11

S&P U.S. Aggregate Bond Index 0.20 0.11

S&P GSCI Energy 18.62 0.85

S&P GSCI 15.41 0.85

Dow Jones RAFI Commodity Index 12.90 0.82

Dow Jones Commodity Index 10.81 0.76

S&P GSCI Risk Weight 7.73 0.71

…On Commodities
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Still, market participants don’t like 
losing. The good news is that by 
mixing the enhancements together, 
positive returns were seen in long-
only commodity indexing. The S&P 
GSCI Dynamic Roll Risk Weight Index 
gained 0.9% annualized over the 
10-year period, with an infl ation
beta of 8.3 and a Sharpe ratio of
0.62. While the goal of reducing
risk was achieved with the risk-
parity-weighted index (the 10-year

annualized risk of the S&P GSCI was 
23.7% versus 13.3% for the S&P 
GSCI Risk Weight), most market 
participants probably have a goal of 
realizing higher returns.

The Dow Jones RAFI Commodity 
Index aims to deliver the best 
possible returns in a long-only, well 
diversifi ed, passive commodity index. 
Every month, the index combines two 
factors (momentum and roll yield) to 

over or underweight the commodities 
from their basic DJCI weights; plus, a 
dynamic roll is used to optimize the 
contract selection for the highest 
implied roll yield. The result is a 10-
year annualized return of 3.4% with 
an infl ation beta of 12.9 and a Sharpe 
ratio of 0.67. In the end, commodity 
indexing with the Dow Jones RAFI 
Commodity Index outsmarted the 
worst energy decade in history.

Source: S&P Dow Jones Indices LLC. Data from Feb. 28, 2006, to Feb. 29, 2016. Past performance is no guarantee of future results. Chart is provided 
for illustrative purposes.

EXHIBIT 2: IN A 10-YEAR PERIOD WHEN ENERGY LOST ALMOST 80%, THE DOW JONES RAFI COMMODITY 
INDEX GAINED ALMOST 40%
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The Dow Jones Brookfi eld Global 
Infrastructure Index uses a “pure-
play” approach in order to select 
companies that derive 70% or more 
of their cash fl ows from owning and 
operating infrastructure assets, 
such as toll roads, airports, oil & 
gas pipelines, etc. The index seeks 
to measure commodity prices, as 
companies that typically operate 

these assets tend to have stable cash 
fl ows backed by long-term contracts 
that are sometimes regulation enabled. 
It also helps that most of these assets 
are monopolistic in nature.

As of May 29, 2016, 43% of the 
Dow Jones Brookfi eld Global 
Infrastructure Index was allocated to 
the oil & gas storage & transportation 
sub-industry. Historically, that 

number has been higher. The question 
of sensitivity to oil prices always 
comes up, despite the nature of the 
index constituents, which are all in 
midstream energy transportation.

During the global fi nancial crisis 
of 2008, the price of WTI crude 
dropped 68.1% in the fourth quarter 
of 2008, from USD 140 to USD 44.6 

per barrel. The Dow Jones Brookfi eld 
Global Infrastructure Index returned 
-35.9% during the same period but
outperformed its benchmark, the
S&P Global BMI, by 6.4%.

In the second half of 2014, similar 
behavior was observed. The price of 
WTI crude slumped 49.4%, from USD 
105.37 to USD 53.27. The Dow Jones 
Brookfi eld Global Infrastructure Index 

was fl at during the same period and 
outperformed the S&P Global BMI 
by 2.3%.

The Dow Jones Brookfi eld Global 
Infrastructure Index provided 
protection during these two oil 
crises. This is most likely because 
the index applies a pure-play rather 
than a sector-based approach to 
defi ne infrastructure that provides 
exposure to mainly mid-stream, 
which performed quite resiliently 
during these periods as the business 
didn’t get affected as much by the 
commodity price shock.

However, as the oil crisis in 2014 
continued for a prolonged period and 
oil slid another 37.7% in the second 
half of 2015, the Dow Jones Brookfi eld 
Global Infrastructure Index failed to 
outperform the S&P Global BMI. It 
returned -11.2% and underperformed 
the S&P Global BMI by 6.0% during 
that period. The “lower for longer” oil 
prices started to affect oil-related 
capital projects, the dislocation in 
the upstream sector started to fl ow 
through to the midstream companies, 
and long-term distribution contracts 
began to be affected. The oil & gas 
storage & transportation sector 
declined 27.0% in Q2 2015; it only 
declined 2.1% in Q1 2014, when oil 
prices moved more dramatically.

In 2016, as oil has stabilized and 
rebounded, the midstream space has 
rebounded as well, and companies 
and market participants have largely 
become accustomed to the new 

…On Infrastructure

Source: S&P Dow Jones Indices LLC. Data from December 2002 to June 2016. Past performance is no guarantee 
of future results. Chart is provided for illustrative purposes.

EXHIBIT 1: CRUDE OIL PRICES AND THE DOW JONES BROOKFIELD GLOBAL 
INFRASTRUCTURE INDEX VERSUS THE S&P GLOBAL BMI

U
S

D

R
AT

IO

160

140

120

100

80

60

40

20

0

1.4

1.2

1

0.8

0.6

0.4

0.2

0

D
ec

. 2
00

2

D
ec

. 2
00

3

D
ec

. 2
00

4

D
ec

. 2
00

5

D
ec

. 2
00

6

D
ec

. 2
00

7

D
ec

. 2
00

8

D
ec

. 2
00

9

D
ec

. 2
01

0 

D
ec

. 2
01

1 

D
ec

. 2
01

2 

D
ec

. 2
01

3 

D
ec

. 2
01

4

D
ec

. 2
01

5

WTI Crude Oil
Brent Crude Oil

Dow Jones Brookfi eld Global Infrastructure Index/S&P Global BMI



17Indexology  Fall 20166 Source: S&P Dow Jones Indices LLC.

normal. The Dow Jones Brookfi eld 
Oil & Gas Storage & Transportation 
Infrastructure Index returned 
18.1% as of the end of May 2016, 
underscoring that the correction in 
the midstream sector was largely 
overdone. The broader Dow Jones 
Brookfi eld Global Infrastructure Index 
was up 11.2% in the same period.

In summary, even with a large weight 
in the Dow Jones Brookfi eld Oil 
& Gas Storage & Transportation 
Infrastructure Index, the broader 
Dow Jones Brookfi eld Global 
Infrastructure Index has been largely 
resilient to shorter-term movements 
and corrections in oil prices. During 
the oil crisis of 2014-2015, when 
the decline was spread over a long 
period and started to affect capital 
projects, the Dow Jones Brookfi eld 
Global Infrastructure Index took a hit 
and subsequently rebounded as the 
industry adjusted to the new normal. 
The larger weight of this sub-industry 
in the Dow Jones Brookfi eld Global 
Infrastructure Index refl ects the 
available opportunity set.

Source: S&P Dow Jones Indices LLC. Data as of June 2016. Past performance is no guarantee of future results. 
Chart is provided for illustrative purposes.

EXHIBIT 2: INFRASTRUCTURE BREAKDOWN

Source: S&P Dow Jones Indices LLC. Data as of June 2016. Past performance is no guarantee of future results. 
Chart is provided for illustrative purposes.6

EXHIBIT 3: INFRASTRUCTURE BREAKDOWN BY PERCENTAGE
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To celebrate the index’s endurance 
through half of American history, the 
Empire State Building illuminated 
green and red to symbolize the 
market’s ups and downs. Executives 
of S&P Global and several constituent 
companies rang The NYSE Closing Bell® 
at the New York Stock Exchange.

The Dow Jones 
Industrial Average®, 
widely considered 
the premier indicator 
for U.S. stock 
market performance, 
commemorated 
its 120th anniversary 
on May 26, 2016. 

Companies Currently In The Dow®*

3M Company
American Express Company
Apple Inc.
Boeing Corporation
Caterpillar Inc.
Chevron Corporation
Cisco Systems, Inc.
Coca-Cola Company
DuPont
Exxon Mobil Corporation

General Electric Company
The Goldman Sachs Group Inc.
Home Depot Inc.
Intel Corporation
International Business Machines
J.P. Morgan Chase & Company
Johnson & Johnson
McDonald’s Corporation
Merck & Company, Inc.
Microsoft Corporation

NIKE Inc.
Pfi zer Inc.
Procter & Gamble Company
The Travelers Companies, Inc.
United Technologies
UnitedHealth Group Inc.
Verizon Company
Visa Inc.
Wal-Mart Stores Inc.
Walt Disney Company

*As of publication date.
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About The Dow®

Fun Facts and Figures

Find More Dow Trivia at spdji.com/djia-120

BLUE-CHIP 
COMPANIES

Uses a 
price-weighting 
structure 
rather than a 
market-weighted 
structure

SO INVESTORS CAN SEE HOW THE 
U.S. EQUITY MARKET PERFORMED 
IN HIGH AND LOW MARKETS

Includes 
companies 
from nearly 
every sector 
of the U.S. 
economy

1,000 
FOR THE FIRST TIME 
ON NOV. 14, 1972, 
76 YEARS AFTER THE 
INDEX WAS CREATED

Recognized 
importance 
of the growing 
technology 
culture when 
the fi rst NASDAQ 
stocks joined 
the index in 
November 1999

18,636.05*

12030

Is not the fi rst index ever 
created – that honor 
goes to the Dow Jones 
Transportation Average®, 
originally named the Dow 
Jones Railroad Average  ON AUGUST 15, 2016

CONTAINS

    REACHED ALL-TIME CLOSING HIGH OF 

HIT

HAS

YEARS OF 
PRICE HISTORY, 

www.spdji.com/djia-120
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Emily Wellikoff
Editor

Indexology® Magazine

Jodie Gunzberg, CFA
Global Head of Commodities

and Real Assets

When the S&P Real Assets Index 
launched in 2015, S&P Dow Jones 
Indices became the first index 
provider to define real assets 
around the world as property, 
natural resource and infrastructure 
securities, commodities futures, and 
inflation-linked bonds. 

Historically, investors seeking 
inflation protection flocked to a 
subset of real assets—natural   
resources.  But given the relatively 
weak performance of natural 
resources (due to energy price 
declines), many investors are now 
looking to diversify the inflation-
sensitive portion of their portfolios. 
The broader category of real assets 
has attracted interest, given its 
previously documented capacity 
to protect against inflation and 
enhance returns when added to a 
mix of U.S. stocks and bonds. But do 

these attributes apply around the 
world, and if so, which real assets 
in particular have the greatest 
inflation-protecting, diversifying 
characteristics? Is using one subset 
of real assets enough?

To figure that out, we looked at 
three metrics: inflation beta, excess 
returns, and diversification. Inflation 
beta measures sensitivity to inflation 
increases; the higher the inflation 
beta, the greater the sensitivity and 
potential to protect against inflation. 
Rounding out our perspective on 
inflation, excess returns essentially 
equate to the magnitude of inflation 
protection. To understand the 
diversification that real assets 
provide in each country or region, 
we considered the Sharpe ratios of 
portfolios composed of real assets 
and locally relevant stock and bond 
markets.

When Energy Won’t Cut It: 
Inflation Protection and 
Diversification

If there ever were an asset class that could make the world 
of indexing feel more tangible, it would be real assets. Many 
investors agree that what makes these assets “real” is 
intrinsic value resulting from their physical properties (think 
gold, buildings, and bridges). However, other popular views 
more strongly associate real assets with their “real return,” 
often linked to inflation. 
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The Environment We’re In
In recent years, inflation levels have remained fairly low across 
most countries compared with their long-term average (with 
the exception of Brazil). In fact, Japan has had little or negative 
inflation. But current low inflation levels may provide a false 
sense of security and render some investors unprepared for 
potential surprise increases. In many cases, even a mild increase 
in inflation can meaningfully erode the purchasing power of 
wealth and a portfolio’s value. Knowing this, it’s important 
to compare the effectiveness of different types of real asset 
investments to determine their ability to protect in case of an 
uptick in inflation levels.

S&P Real Asset Assets Index Components and Weights

Source: S&P Dow Jones Indices LLC. Chart is for illustrative purposes. Index target weights are 
rebalanced to these percentages every April and October.
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We discovered a wide dispersion of 
inflation betas across the countries 
we looked at, confirming that—much 
like financial assets—real assets 
respond differently to inflation in 
different parts of the world. But we 
can still draw some conclusions 
that apply broadly. While the natural 
resources sector is most sensitive 
to inflation globally and inflation-
linked bonds also provide some extra 
inflation protection, the excess return 
over inflation for each of these real 
asset sectors is relatively weak.

On the other hand, while 
infrastructure and property have 
been shown to improve risk-adjusted 
returns in most markets around 
the world, they lack the inflation 
protection power required to satisfy 
the risk management needs of today. 

The bottom line? As previously 
demonstrated in the U.S., the S&P 
Real Assets Index may provide 
inflation protection and enhance 
diversification around the world 
by combining not just the equities 
of property, infrastructure, and 
natural resources, but also fixed 
income, inflation-linked bonds, and 
commodity futures. It seems that, 
generally speaking, when it comes  
to real asset investing, more is more. 

S&P REAL ASSET ASSETS INDEX COMPONENTS AND WEIGHTS

Source: S&P Dow Jones Indices LLC. Chart is for illustrative purposes. Index target weights 
are rebalanced to these percentages every April and October.
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Jason Giordano 
Director, Fixed Income 
Product Management

Let’s start with a simple performance 
comparison: Over a one-year period, 
the S&P 500 Bond Index nearly 
doubled the performance of the 
S&P 500, returning 7.7% versus 
4.0%. Removing the coupon return 
of 3.8% from the bond index, and 
removing the dividend yield of 2.3% 
from the equity index reveals a price 
outperformance of 3.9% versus 

1.7%, respectively. Not surprisingly, 
the S&P 500 experienced greater 
volatility over the period, with a 
standard deviation of 3.63% versus 
2.30% for the S&P 500 Bond Index. 
On a risk-adjusted basis, the bond 
index had a Sharpe ratio of 3.36; over 
three times greater than the 1.10 
Sharpe ratio of the S&P 500.1

Source: S&P Dow Jones Indices LLC. Data from June 30, 2015, to June 30, 2016. Past performance is no guarantee 
of future results. Chart is provided for illustrative purposes and refl ects hypothetical historical performance. 
Please see the Performance Disclosure at the end of this document for more information regarding the inherent 
limitations associated with back-tested performance. The S&P 500 Bond Index was launched on July 8, 2015. 
All information presented prior to an index's Launch Date is hypothetical (back-tested), not actual performance. 
The back-test calculations are based on the same methodology that was in effect on the index Launch Date. 
Complete index methodology details are available at www.spdji.com.

EXHIBIT 1: ONE-YEAR PERFORMANCE COMPARISON OF THE S&P 500 BOND 
INDEX AND THE S&P 500
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1 Sharpe ratio is a measure of return per unit of risk.

Sector Showdown - 
Equities Versus Bonds

Measuring sector performance in both equities and bonds 
can give market participants different viewpoints when 
navigating through market cycles. By looking at the S&P 500® 
Bond Index, which is designed to track the performance of all 
eligible debt securities issued by the companies that make 
up the iconic S&P 500, you can compare the performance of 
fi xed income securities within the sectors that are typically 
analyzed in the large-cap equity space.



23Indexology  Fall 2016

Digging deeper into the sector weights 
of the indices reveals variations in 
the composition of each. The largest 
differences lie within the fi nancials 
and information technology sectors. 
As of June 30, 2016, the S&P 500 
had a 19.8% weight in information 
technology versus only 8.9% for the 
S&P 500 Bond Index. Meanwhile, the 
fi nancials sector comprised 28.6% 
of the bond index compared with 
15.7% for the equity index. Utilities 
represented 8.0% of the S&P 500 
Bond Index as opposed to 3.6% of the 
S&P 500. These divergences are not 
surprising, as they are representative 
of the capital structures of companies 
within the respective sectors. The 
remaining seven sectors all have 
differences of representation within 
3% in each index. Source: S&P Dow Jones Indices LLC. Data as of June 30, 2016. Chart is provided for illustrative purposes.

EXHIBIT 2: ONE-YEAR PERFORMANCE COMPARISON OF THE S&P 500 BOND 
INDEX AND THE S&P 500

Source: S&P Dow Jones Indices LLC. Past performance is no guarantee of future results. Table is provided for illustrative purposes. “+” means a sector typically outperforms 
in that business cycle, “-” means it underperforms, and “o” means the sector typically has market-neutral performance.

EXHIBIT 3: TYPICAL PERFORMANCE OF SECTORS IN EACH STAGE OF BUSINESS CYCLE

Sector Early Mid Late Recession

Financials + o o -

Consumer Discretionary + o - o

Technology + + - -

Industrials + + o -

Materials o - + -

Consumer Staples - o + +

Health Care - o + +

Energy - o + o

Telecommunication Services - o o +

Utilities - - + +
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Generally speaking, the performance 
of equity market sectors has been 
correlated to economic stages of the 
business cycle. The business cycle is 
broken into four phases: early, mid, 
late, and recession. As the economy 
shifts from one stage of the business 
cycle to the next, different sectors 
tend to outperform or underperform 
others. The early phase of the cycle 
has historically benefi tted interest-
rate-sensitive sectors such as 
consumer discretionary, industrials, 
and fi nancials. Meanwhile, 
telecommunication services, 
utilities, and energy have tended to 
underperform during the early phase 
due to infl ationary pressures. The 
mid phase has boosted information 
technology, as corporations typically 
expand based on confi dence of 

the economic recovery. Industrials, 
utilities, and materials have tended 
to lag more than other sectors in 
the mid phase of the cycle. During 
the late phase, when the business 
cycle matures, the energy and 
materials sectors have tended 
to outperform, as infl ationary 
pressures build. Conversely, 
the information technology and 
consumer discretionary sectors 
have tended to suffer as consumers 
spend less. In the recession phase, 
less economically sensitive sectors 
such as consumer staples, utilities, 
telecommunication services, and 
health care have offered more 
stable returns; while interest-rate-
sensitive sectors such as industrials, 
information technology, materials, 
and fi nancials have underperformed.

Applying the sector performance 
trends of the business cycle to the 
corporate bond market requires 
factoring in the credit cycle, its 
respective stage, and its impact 
on fi xed income securities. As 
opposed to the business cycle, the 
credit cycle is the expansion and 
contraction of access to credit over 
time. The key measure by which the 
credit cycle can be assessed is credit 
spreads: the extra compensation 
that a market participant receives 
from holding a corporate bond with 
default risk relative to a risk-free 
Treasury bond of similar maturity. 

Using the credit rating subindices 
of the S&P 500 Corporate Bond 
Index, an analysis on credit spreads 
shows that for the majority of the 

Source: S&P Dow Jones Indices LLC. Data from June 30, 2015, to June 30, 2016. Past performance is no guarantee of future results. Chart is provided for illustrative purposes.

EXHIBIT 4: SECTOR PERFORMANCE COMPARISON
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one-year period, spreads gradually 
widened through April, with 
increased volatility in the high-
yield market through June. Most 
market participants view the credit 
cycle as being a leading indicator 
of the business cycle. A widening 
of spreads would be indicative of 
an end to the current stage of the 
credit cycle and a predictor of a late 
phase or early recession stage of the 
business cycle.

Comparing sector performance of the 
two indices over the one-year period, 
all but three sectors (consumer 

staples, telecommunication services, 
and utilities) had better total return 
in the S&P 500 Bond Index than their 
respective counterparts in the S&P 
500. Further, all 10 sectors of the 
S&P 500 Bond Index were positive for 
the period versus the six positive and 
four negative sector performance 
outcomes for the S&P 500. In 
both indices, consumer staples, 
telecommunication services, and 
utilities were the leading sectors.

Given the outperformance of these 
sectors in both indices, one could 
interpret this as a signal of late 

phase or early recessionary stage 
of the business cycle. Additionally, 
credit spreads in the high-yield 
space continue to exhibit volatility.

While each business cycle is unique 
and consists of different durations for 
each phase, it is equally important to 
know what sectors to avoid as it is to 
know which to favor.

Source: S&P Dow Jones Indices LLC. Data from June 30, 2015, to June 30, 2016. Past performance is no guarantee of future results. Chart is provided for illustrative purposes.

EXHIBIT 5: SECTOR PERFORMANCE COMPARISON

P
E

R
FO

R
M

A
N

C
E

700

600

500

400

300

200

100

0

Jun. 30, 2015 Sep. 30, 2015 Dec. 31,  2015 Mar. 31,  2016 Jun. 30, 2016



26 S&P Dow Jones Indices

In presidential election years since 1945...

76% 
of these years*

6.1%**

It’s An Election Year — What Does This Mean 
For The Market?

For election years following 
second terms...
The S&P 500 rose only 50% of the 
time and actually fell an average of 

3.3%

Why? In general, Wall Street 
hates uncertainty, and since WWII, 
incumbents running for reelection 
were approved 80% of the time. 
Without an incumbent in the race,
both candidates are

unknown quantities.

But it doesn’t have to be that way.
The S&P 500 did do well in some election years following 
second terms, rising 

Since 1945 once a president is in office, the 
average return of the S&P 500 has been:

6.3%
if they’re Republican

11.8% 
in 1952. Departing: 
President Harry S. 
Truman

7.7% 
in 1968. Departing: 
President Lyndon 
B. Johnson

12.4% 
in 1988. Departing: 
President Ronald 
Reagan

11.1%
if they’re Democrat

Can the stock 
market predict 
who the next 
president will be?

Past performance is never an 
indicator of future performance, but 
looking at the data for every election 
since 1944... 

If the S&P 500 posted gains over
the period from July 31 to October 31,
the party currently controlling
the White House won the election

82% of the time. 
If the S&P 500 declined, the 
opposing party won

86% of the time.

? D ? R

* The S&P 500 has risen in 70% of years since 1945, including election and non-election years.
** The S&P 500 has risen 8.7% on average in the years since 1945, including election and 
non-election years.

Source: Sam Stovall, S&P Global Market Intelligence, S&P Dow Jones Indices. Data: 12/31/45-12/31/15, with the exception of data following "Can the stock market predict who the next president will be?" which spans 
7/31/44-12/31/15. Infographic is provided for illustrative purposes. The launch date of the S&P 500 was Mar. 4, 1957. All information presented prior to an index’s Launch Date is hypothetical (back-tested), not actual 
performance. The back-test calculations are based on the same methodology that was in effect when the index was officially launched. Past performance is not an indication or guarantee of future results. It is not 
possible to invest directly in an index. Please see the Performance Disclosure at http://www.spindices.com/regulatory-affairs-disclaimers/ for more information regarding the inherent limitations associated with 
back-tested performance. Copyright (C) 2016 Dow Jones Indices LLC, a division of S&P Global. All rights reserved. Infographic is provided for illustrative purposes and may reflect hypothetical historical performance. 
The materials have been prepared solely for informational purposes based upon information generally available to the public and from sources believed to be reliable.

(Many variables besides party affiliation affect these average returns, so we present 
this data without drawing conclusions.)

and gained an average ofThe S&P 500® rose in
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The geographic breakdown portrayed 
a mixed result. In Europe, sales 
continued to increase in 2015, with 
Europe becoming the dominant 
region and accounting for 7.88% of 
all S&P 500 sales, up from the prior 
year’s 7.46%, which was up from 
2013’s 6.80% rate. After declining 
four years in a row, sales in the U.K. 
increased to 1.88% from 0.89% in 
2014, 1.12% in 2013, 1.73% in 2012, 
and 2.39% in 2011. In the short term, 
the Brexit was not expected to affect 
U.K. trade; however, in terms of 
longer-term trade, tariffs and taxes 
were expected to come into play. 
Asian sales reversed their course 
of increases, as they decreased to 
6.85% of S&P 500 sales in 2015, 
down from 7.80% in 2014 and 7.71% 
in 2013. Canadian sales decreased 
to 1.18% from the prior year’s rate of 
3.51%, as declines were seen in oil 
and commodity prices, and demand 
for related services and equipment 

fell. African declared sales decreased 
to 3.20% from the 4.09% calculated 
for 2014 and 3.55% for 2013. 

Energy took the title of leader in 
exposure to foreign sales, as its 
domestic sales fell. The sector 
reported 57.88% of its sales as 
foreign, up from 2014’s 56.23%. 
Information technology’s exposure 
declined to 57.78% (a tick below 
energy’s) from its rate of 59.39% 
in 2014. In terms of its sector-
level representation of total sales, 
however, information technology 
represented 21.93% of all foreign 
sales, up from 18.34% in 2014,  
while energy represented 15.46%, 
down from 21.54% in 2014.  
On the politically sensitive topic 
of taxes, S&P 500 companies 
continued to send more payments 
to Washington for income taxes than 
they did to foreign governments, 
as the percentage going to the U.S. 

Howard Silverblatt
Senior Industry Analyst, 

Index Investment Strategy, 
S&P Dow Jones Indices

S&P 500 Foreign Sales 
Decline, As Non-U.S. 
Markets Slow

In 2015, the percentage of S&P 500 sales from foreign 
countries decreased compared with 2014 when they ticked 
up after five years of stagnation. The overall rate for 2015 
was 44.3%, down from 47.8% in 2014 and up from the rate of 
46% seen in each of the prior four years (2010-2013).
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Source: S&P Dow Jones Indices LLC from data provided by S&P Global Market Intelligence.  Data as of June 2016.  Past performance is no guarantee of future results.  Table 
is provided for illustrative purposes.

Source: S&P Dow Jones Indices LLC from data provided by S&P Global Market Intelligence.  Data as of June 2016.  Past performance is no guarantee of future results.  Table 
is provided for illustrative purposes.

EXHIBIT 1: FOREIGN SALES AS A PERCENTAGE OF TOTAL SALES

2015 (%) 2014 (%) 2013 (%) 2012 (%) 2011 (%) 2010 (%) 2009 (%) 2008 (%) 2007 (%) 2006 (%) 2005 (%)

44.35 47.82 46.29 46.59 46.14 46.29 46.57 47.94 45.84 43.55 43.26

EXHIBIT 2: FOREIGN SALES BY REGION

Region
2015 Foreign 

Sales (%)
2014 Foreign 

Sales (%)
2013 Foreign 

Sales (%)
2012 Foreign 

Sales (%)
2011 Foreign 

Sales (%)

Africa 3.16 4.09 3.55 3.55 3.67

Asia 6.77 7.80 7.71 7.46 7.16

Australia 0.08 0.09 0.11 0.14 0.21

Europe 7.79 7.46 6.80 9.69 11.08

Europe (Ex-U.K.) 5.93 6.58 5.69 7.97 8.69

North America (Ex-U.S.) 1.82 3.94 2.72 4.59 4.37

South America 2.91 2.23 2.60 2.65 2.62

Foreign Countries 21.82 22.20 22.80 18.51 17.04

Total 44.35 47.82 46.29 46.59 46.14

again jumped, this time to 66.8% 
of declared amounts for 2015 from 
61.8% in 2014, 54.9% in 2013, 
and 51.2% in 2012. Meanwhile, 
33.2% of taxes were sent to foreign 
governments in 2015, down from 
38.2% in 2014, 45.1% in 2013, and 
48.8% in 2012. Actual payments to 
Washington decreased 0.4% in 2015 
to USD 184.4 billion, down from 2014’s 
USD 185.2 billion. Payments abroad 

again declined at a double-digit rate, 
down 20.0% to USD 91.4 billion from 
2014’s 114.2 billion (and down 11.8% 
to USD 129.5 billion for 2013). 
The quality of the foreign data 
reported in 2015 slightly improved, as 
just over one-half of S&P 500 issues 
(255) reported sufficient information 
to facilitate producing a complete 
report on global sales for 2015. Of the 
issues that did declare foreign sales, 

47.7% of them used a term similar 
to “foreign country,” giving little 
breakdown of the area or country 
of the sales. Given the ongoing 
debate and discussion of corporate 
domestic and foreign tax rates and 
policies, as well as inversions, the 
level of specific data continues to be 
disappointing. 
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Source: S&P Dow Jones Indices LLC from data provided by S&P Global Market Intelligence.  Data as of June 2016.  Past performance is no guarantee of future results.  Table 
is provided for illustrative purposes.  “N/M” stands for “not meaningful.”

EXHIBIT 3: FOREIGN SALES AS A PERCENTAGE OF TOTAL SECTOR SALES

Sector 2015 (%) 2014 (%) 2013 (%) 2012 (%) 2011 (%) 2010 (%) 2009 (%)

Consumer Discretionary 37.43 41.36 40.96 42.45 42.28 37.43 41.36

Consumer Staples 34.95 39.14 39.79 38.90 46.99 34.95 39.14

Energy 57.88 56.23 54.64 52.57 39.29 57.88 56.23

Financials 31.13 31.21 32.31 29.98 34.67 31.13 31.21

Health Care 37.42 50.25 51.28 50.23 52.42 37.42 50.25

Industrials 44.86 46.17 45.91 47.41 47.96 44.86 46.17

Information Technology 57.78 59.39 56.60 58.32 56.52 57.78 59.39

Materials 53.47 54.54 54.45 50.70 53.71 53.47 54.54

Telecommunication Services 19.14 N/M N/M N/M N/M 19.14 N/M

Utilities 48.19 N/M N/M N/M N/M 48.19 N/M

Total Non-U.S. (15%-85%) 44.35 47.82 46.29 46.59 46.14 44.35 47.82

Tune into the latest indexing trends today at www.asset.tv

https://www.asset.tv/channel/sp-dow-jones-indices
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Complimentary Events

Given today’s shifting risk climate, it’s time 
for a fundamental look at how commodities 
may fit into risk management strategies. Join 
us for the 10th anniversary Commodities 
Seminar and hear current thinking on 
evaluating commodity indices as tools for 
diversification, inflation protection, and 
accessing tactical opportunities. 
WATCH THE REPLAY

Today’s bond markets couldn’t be more 
distorted: The U.S. equity market is reaching 
all-time highs while some bond yields are 
so low that countries with negative policy 
rates cumulatively represent nearly 25% of 
global GDP. How do fixed income investors 
reconcile it all? 
REGISTER NOW

SAVE-THE-DATE

October 24, 26, 27 How the Active Vs Passive Debate Matters in Your Practice, Sydney (24), Melbourne (26), 
Brisbane (27), Australia

October 25, 27 Thought Leadership Seminar, Cape Town (25), Johannesburg (27), South Africa

November 10 2nd Annual Thought Leadership Seminar, India

November 15 Insurance Thought Leadership Seminar, New York

November 29 2nd Annual ETF Masterclass, Brazil

November 30 Financial Advisor Forum, Washington D.C.

December 8 Unlocking Global Investment Opportunities, Pudong, China

http://us.spindices.com/sp-events/5th-annual-fixed-income-forum
http://us.spindices.com/sp-events/10th-annual-commodities-seminar
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October 24, 26, 27 How the Active Vs Passive Debate Matters in Your Practice, Sydney (24), Melbourne (26), 
Brisbane (27), Australia

October 25, 27 Thought Leadership Seminar, Cape Town (25), Johannesburg (27), South Africa

November 10 2nd Annual Thought Leadership Seminar, India

November 15 Insurance Thought Leadership Seminar, New York

November 29 2nd Annual ETF Masterclass, Brazil

November 30 Financial Advisor Forum, Washington D.C.

December 8 Unlocking Global Investment Opportunities, Pudong, China

Webinars On-Demand 
REDEFINING A DIVERSIFIED REAL ASSETS 
STRATEGY 
Investments in real assets have more than tripled 
in the past 5 years. In volatile markets, real assets 
offer a unique and efficient approach to portfolio 
diversification and risk management.   WATCH  

A PRACTITIONER’S GUIDE TO SOPHISTICATED 
SECTOR STRATEGIES Sector strategies often 
revolve around the market-cap-weighted S&P 
500®, but they don’t have to stop there. Small-cap, 
global, and equal-weighted sector approaches 
can also prove to be effective risk-on/risk-off 
strategies.   WATCH 

DEMYSTIFYING RISK-CONTROLLED INDICES AND 
CREDITING METHODS With interest rates at 
historical lows, and volatility always looming, 
indexed annuity sales have been reaching  
record levels year over year. How have risk-
controlled indices contributed to this steady  
and impressive growth?   WATCH 

HOW TACTICAL ALLOCATION WORKS IN PRACTICE 
FOR AUSTRALIA ADVISORS Learn about the 
how and why of sector rotation and smart beta 
strategies, both in Australia and internationally, as 
well as techniques to balance out home bias, or to 
take a strong view on an industry.   WATCH 

INCLUDE MUNICIPAL BONDS IN YOUR STRONG CORE 
Puerto Rico’s latest default reiterates the importance 
of achieving precise, transparent, and quality 
exposure when integrating munis into your core. This 
is just one example of many. Know what you own and 
manage risk accordingly.   WATCH 

SMART BETA INDICES: THE KEY TO PASSIVELY 
UNLOCKING ALPHA? Since the post-crisis recovery 
in 2009, smart beta products have clocked in strong 
growth in both number of products and assets under 
management. Traditionally active investing is used to 
generate excess return called alpha, while indices are 
used to capture market beta.   WATCH  

LOOKING AHEAD TO A NEW SECTOR CLASSIFICATION 
The Global Industry Classification Standard (GICS®) 
is gaining a real estate sector this coming September. 
This change will have far-reaching implications 
considering S&P 500® real estate stocks’ growth from 
$117 billion to $574 billion in market cap over the past 
10 years.   WATCH  
 
RETHINKING GROWTH AND INCOME STRATEGIES 
As portfolio management practices become more 
sophisticated, financial advisors are rethinking 
traditional paths to growth and income. How can 
indexed multi-asset and factor-based strategies help 
you meet both the everyday and aspirational goals of 
a diverse client base.   WATCH  

http://us.spindices.com/events/events-presentation-download.dot?eventId=716dfa82-6c40-4d70-8f49-45ca2f5dd54e&isWebinar=yes
http://us.spindices.com/events/events-presentation-download.dot?eventId=17bad1df-cd51-4a7f-ba14-63a6e83a7f97&isWebinar=yes
http://us.spindices.com/events/events-presentation-download.dot?eventId=1d19d8e9-1d88-4692-9e8a-b4c06ed8c1d0&isWebinar=yes
http://us.spindices.com/events/events-presentation-download.dot?eventId=de198bb2-8623-4eba-bdba-dfce83ce62cc&isWebinar=yes
http://us.spindices.com/events/events-presentation-download.dot?eventId=64e6ac11-e091-478a-b386-15d00d5abfab&isWebinar=yes
http://us.spindices.com/events/events-presentation-download.dot?eventId=4a733e79-e2f4-4878-bd05-a506cf17027c&isWebinar=yes
http://us.spindices.com/events/events-presentation-download.dot?eventId=9edccfa2-20a2-43b1-9596-fe543f1b177d&isWebinar=yes
http://us.spindices.com/events/events-presentation-download.dot?eventId=7b0af53e-b46b-40e7-9036-9ddad2c87470&isWebinar=yes
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Global Index News Feed*

GLOBAL

McGraw Hill Financial, S&P Dow Jones Indices’ parent 
company, became S&P Global.

Real Estate became the 11th GICS® Sector as S&P 
DJI and MSCI revise the Global Industry Classification 
Standard (GICS). Real Estate’s elevation from an Industry 
Group within the Financials Sector marks the first time 
a new sector has been created under the GICS structure 
since its inception in 1999.

Assets under management based on S&P DJI’s global 
indices increased to USD 3 trillion, with an estimated USD 
7.5 trillion benchmarked against the S&P 500 in 2015.

The Dow Jones Industrial Average®, the world’s first  
and oldest index, celebrated its 120th anniversary. 

The S&P Real Assets Index, a first of its kind global 
benchmark for real assets, measures global property, 
infrastructure, commodities, and inflation-linked bonds 
using liquid and investable component indices that track 
public equities, fixed income, and futures, expanded 
S&P DJI’s multi-asset index offerings.

The S&P Long-Term Value Creation (LTVC) Global Index, 
designed to measure companies that have the potential 
to create long-term value based on sustainability criteria 
and financial quality, expanded S&P DJI’s multi-factor 
and Environmental, Social, and Governance (ESG) 
index offerings. Canada Pension Plan Investment Board 
(CPPIB), a co-founder of the Focusing Capital on the 
Long Term (FCLT) initiative, and RobecoSAM, worked 
collaboratively with S&P DJI to develop the index.

The Persistence of Smart Beta written by S&P DJI’s 
Craig Lazzara and Tim Edwards, and the University of 
Birmingham’s Hamish Preston, won Best Smart Beta 
Paper at the Savvy Investor Awards.

The S&P ESG Index Series, the first index family to treat 
ESG as a standalone performance factor, launched in 
collaboration with RobecoSAM. The index family uses 
RobecoSAM’s Smart ESG methodology and expanded  
S&P DJI’s global smart beta and ESG offerings.

S&P DJI extended SPIVA® (S&P Indices Versus Active) 
research beyond retail mutual funds to institutional 
managed accounts and examines the impact of fees 
on performance in the inaugural SPIVA Institutional 
Scorecard. For complete SPIVA coverage visit 
www.spindices.com/spiva.

AMERICAS

The S&P Shift To Retirement Income and Decumulation 
(STRIDE) Index Series, an innovative index solution for 
managing uncertainty in retirement income, created 
collaboratively with Dimensional Fund Advisors, which 
developed the glide path, inflation hedging, and duration 
hedging techniques used in the series. 

The S&P/BM&F Inflation-Linked NTN-B Index, a first 
of its kind index that uses liquidity criteria to select 
and weight securities while also considering trading 
volume and market value, launched in partnership with 
BM&FBOVESPA (BVMF). The index is designed to track 
the most liquid inflation-linked bonds (NTN-Bs) issued  
by the National Treasury in Brazil.

The S&P 500 won Best Index at the ETF.com Awards.

S&P DJI won Index Provider of the Year in Structured 
Products Awards America, hosted by Structured  
Products Magazine.

*As of YTD 2016

www.spindices.com/spiva
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ASIA PACIFIC

The JPX/S&P CAPEX & Human Capital Index,  
designed to measure the performance of leading 
Japanese companies that are proactively making 
investments in physical and human capital, launched 
in partnership with Japan Exchange Group (JPX)  
and Tokyo Stock Exchange (TSE).

The S&P/CSE Sector and Industry Group Indices, 
designed to measure targeted sections of the 
Sri Lankan equity market according to GICS 
classifications, launched in partnership with  
the Colombo Stock Exchange (CSE).

The S&P Monthly Australian Consumer Price 
Indicator is a new economic gauge of inflation trends 
in Australia published by S&P DJI. The indicator 
features a monthly data series published on a 
quarterly basis.

The S&P U.S. Treasury Bond 7-10 Year Index (TTM JPY) 
and the S&P U.S. Treasury Bond 7-10 Year Index (TTM 
JPY Hedged), designed to provide Japanese market 
participants with alternative solutions to access the 
U.S. Treasury Bond market, expanded S&P DJI’s fixed 
income offerings in the region.

S&P DJI won Best Index Provider – Global, in 
AsianInvestor’s Asset Management Awards.

S&P DJI won Best Index Provider – Asia at Asia Asset 
Management’s Best of the Best Awards.

S&P DJI won ETF Index Provider of the Year – Asia 
and Best Smart Beta Indices in ETFI Asia Magazine’s 
Annual Awards.

EUROPE

S&P DJI won Best Global ETF Index Provider in 
I-Invest’s Annual ETF Awards.

S&P DJI won Best ETF Index Provider in Wealth & 
Finance Magazine’s Alternative Investment Awards.

S&P DJI won Best Index Provider in 
StructuredRetailProducts.com’s Nordic Structured 
Products & Derivatives Awards.

MIDDLE EAST & AFRICA

S&P DJI won Best Index Provider for the fifth 
consecutive time in MENA Fund Manager’s Fund 
Services Awards.

S&P DJI won Best Index Provider in The Asset’s 
Triple A Islamic Finance Awards.
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Indexology® Top Blogs
Read the full blog posts at indexologyblog.com

REITs Rising Up

REITs used to be seen as step-children – 
unusual securities with special tax treatments 
and slightly different accounting. Some investors 
weren’t sure if REITs were really common stocks. 
Then in 2002 for the first time a REIT was added 
to the S&P 500... READ MORE 

Passive Investing Can Be 
Good For Your Retirement 
and Health

In the print edition of the Wall Street Journal this 
weekend, there were two unrelated stories side 
by side, one about a firm’s self-dealing with 401(k) 
and another about Medicare.  After reading them 
together it became clear that these seeming 
unrelated stories unintentionally show that while 
active funds can be bad... READ MORE

The SPIVA® Scorecard:  
More Than the Sum of Its Parts

The active versus passive debate has been going on 
for years and has inspired passionate supporters on 
both sides.  As a way to provide market participants 
with objective information, S&P Dow Jones Indices 
started publishing the S&P Indices Versus Active (SPIVA) 
Scorecard for the U.S. in 2002.  The scorecard measures 
the performance of actively managed... READ MORE

Commodities Post 3rd 
Worst July Ever

July was a bloodbath for commodities in the Dow 
Jones Commodity Index (DJCI) losing 6.0% and in 
the S&P GSCI losing 9.6% in total return. Although 
the equally weighted DJCI is still up 7.4% YTD 
through July 29, 2016, the S&P GSCI that is world-
production weighted gave up all its gains from Q2 
and is now negative 65 basis... READ MORE

Worse Than Marxism?

The investment community was bombarded last 
week with a paper arguing that passive investing 
is “worse than Marxism.”  That any putatively-
serious observer can compare an investment 
strategy, even one he doesn’t like, with a political 
ideology responsible for the deaths of millions 
boggles the imagination, but maybe I’m just too 
sensitive... READ MORE

www.indexologyblog.com
http://www.indexologyblog.com/2016/07/05/reits-rising-up/
http://www.indexologyblog.com/2016/08/11/passive-investing-can-be-good-for-your-retirement-and-health/
http://www.indexologyblog.com/2016/08/28/worse-than-marxism/
http://www.indexologyblog.com/2016/07/06/the-spiva-scorecard-more-than-the-sum-of-its-parts/
http://www.indexologyblog.com/2016/08/01/commodities-post-3rd-worst-july-ever/
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GENERAL DISCLAIMER
Copyright © 2016 S&P Dow Jones Indices LLC, a division of S&P Global. All rights reserved. Redistribution, reproduction and/or photocopying in whole 
or in part are prohibited without written permission. Standard & Poor’s and S&P are registered trademarks of Standard & Poor’s Financial Services 
LLC, a division of S&P Global (“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. S&P Dow Jones Indices LLC, Dow Jones, S&P and their respective affiliates (“S&P Dow Jones 
Indices”) makes no representation or warranty, express or implied, as to the ability of any index to accurately represent the asset class or market 
sector that it purports to represent and S&P Dow Jones Indices shall have no liability for any errors, omissions, or interruptions of any index or the data 
included therein. Past performance of an index is not an indication of future results. This document does not constitute an offer of any services. All 
information provided by S&P Dow Jones Indices is general in nature and not tailored to the needs of any person, entity or group of persons. S&P Dow 
Jones Indices receives compensation in connection with licensing its indices to third parties. It is not possible to invest directly in an index. Exposure to 
an asset class represented by an index may be available through investable instruments offered by third parties that are based on that index. S&P Dow 
Jones Indices does not sponsor, endorse, sell, promote or manage any investment fund or other investment product or vehicle that seeks to provide 
an investment return based on the performance of any Index. S&P Dow Jones Indices LLC is not an investment or tax advisor. S&P Dow Jones Indices 
makes no representation regarding the advisability of investing in any such investment fund or other investment product or vehicle. A tax advisor 
should be consulted to evaluate the impact of any tax-exempt securities on portfolios and the tax consequences of making any particular investment 
decision. For more information on any of our indices please visit www.spdji.com.

PERFORMANCE DISCLOSURE  
S&P Dow Jones Indices defines various dates to assist our clients in providing transparency on their products. The First Value Date is the first day for 
which there is a calculated value (either live or back-tested) for a given index. The Base Date is the date at which the Index is set at a fixed value for 
calculation purposes. The Launch Date designates the date upon which the values of an index are first considered live; index values provided for any 
date or time period prior to the index’s Launch Date are considered back-tested. S&P Dow Jones Indices defines the Launch Date as the date by which 
the values of an index are known to have been released to the public, for example via the company’s public Web site or its datafeed to external parties. 
For Dow Jones-branded indices introduced prior to May 31, 2013, the Launch Date (which prior to May 31, 2013, was termed “Date of Introduction”) is 
set at a date upon which no further changes were permitted to be made to the index methodology, but that may have been prior to the Index’s public 
release date.

Past performance of the Index is not an indication of future results. Prospective application of the methodology used to construct the Index may not 
result in performance commensurate with the back-test returns shown. The back-test period does not necessarily correspond to the entire available 
history of the Index. Please refer to the methodology paper for the Index, available at www.spdji.com for more details about the index, including the 
manner in which it is rebalanced, the timing of such rebalancing, criteria for additions and deletions, as well as all index calculations.

 Another limitation of using back-tested information is that the back-tested calculation is generally prepared with the benefit of hindsight. Back-
tested information reflects the application of the index methodology and selection of index constituents in hindsight. No hypothetical record can 
completely account for the impact of financial risk in actual trading. For example, there are numerous factors related to the equities (or fixed income, 
or commodities) markets in general which cannot be, and have not been accounted for in the preparation of the index information set forth, all of which 
can affect actual performance.

Additionally, it is not possible to invest directly in an Index. The Index returns shown do not represent the results of actual trading of investable assets/
securities. S&P Dow Jones Indices maintains the Index and calculates the Index levels and performance shown or discussed, but does not manage 
actual assets. Index returns do not reflect payment of any sales charges or fees an investor may pay to purchase the securities underlying the Index or 
investment funds that are intended to track the performance of the Index. The imposition of these fees and charges would cause actual and back-tested 
performance of the securities/fund to be lower than the Index performance shown. For example, if an index returned 10% on a US $100,000 investment for 
a 12-month period (or US$ 10,000) and an actual asset-based fee of 1.5% was imposed at the end of the period on the investment plus accrued interest 
(or US$ 1,650), the net return would be 8.35% (or US$ 8,350) for the year. Over a three-year period, an annual 1.5% fee taken at year end with an assumed 
10% return per year would result in a cumulative gross return of 33.10%, a total fee of US$ 5,375, and a cumulative net return of 27.2% (or US$ 27,200).
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