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Important Information

FTSE Russell is not an investment firm and this presentation is not advice
about any investment activity. None of the information in this presentation or
reference to a FTSE Russell index constitutes an offer to buy or sell, or a
promotion of, a security. This presentation is solely for informational
purposes. Accordingly, nothing contained in this presentation is intended to
constitute legal, tax, securities, or investment advice, nor an opinion regarding
the appropriateness of making any investment through our indexes.
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Overview

FTSE TPI Climate Transition Index

FTSE Russell
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Integrating climate considerations
An evolving landscape
Investor approaches to climate integration are increasing in sophistication
Managing risks…

Managing risks & opportunities…

Transition alignment
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Confidential – for intended participants only

FTSE TPI Climate Transition Index
Objectives

Design a global equity index that:
Explicitly incorporates the
TPI framework i.e. company
assessments of:

• Management Quality
• Carbon Performance

Significantly improves index
climate characteristics vs
benchmark:

• Climate risk exposure (Emissions; FF Reserves)
• Transition-related opportunities (Green Revenues)

Provides investors with an
engagement tool:

• Potential for signalling 2DC transition progress /
performance to constituent companies
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FTSE TPI Climate Transition Index
Overview – Climate criteria

Fossil fuel reserves

• Underweight companies with fossil fuel
reserves

Carbon emissions

• Over or underweight companies according to
their GHG emissions

Green revenues

• Overweight companies engaged in the
transition to a green economy

• Over or underweight companies according to
Management quality
their management quality (“climate
governance”)
• Over or underweight companies according to
Carbon performance
their carbon performance (“2DC/1.5DC
pathways”)
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FTSE TPI Climate Transition Index
Overview – Index construction

FTSE Russell climate
tilts
FTSE Developed Index

Apply CW exclusion

Management Quality
tilt

Carbon Performance
tilt

• Strong tilt applied to
emphasise MQ
performance

• Meaningful over / under
weights applied to
carbon intensive
companies

• Carbon Emissions
• Fossil Fuel Reserves
• Green Revenues

FTSE TPI Climate
Transition Index
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FTSE TPI Climate Transition Index

Management Quality (MQ) – “climate governance”
• TPI assesses company “climate governance”
• Companies are assigned Management Quality
(MQ) scores from low to high (0-4)
Benchmark

TPI Climate Transition Index

• MQ scores are over emphasised
in the Index via stronger tilts

• Index weights shift significantly
towards companies with higher
MQ scores

Source: FTSE Russell. For illustrative purposes only. Data as at 30/09/19. See the end of the presentation for important legal disclosures.
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FTSE TPI Climate Transition Index

Carbon Performance – pathways to 2DC / 1.5DC
• TPI assesses company
commitments to
2DC/1.5DC emissions
pathways

10.00%

Index weight
of “Aligned”
companies:

Index weight of
most carbon
intensive stocks:

x3

-33%

9.00%
8.00%
7.00%

• Focus: Most carbon
intensive companies
globally

6.00%
5.00%
4.00%
3.00%

• Significant
adjustments applied
to Aligned vs Not
Aligned companies

2.00%
1.00%
0.00%
1
Not Aligned

2
Paris NDCs

2 Degree

Below 2 Degree

Source: FTSE Russell. Data as at September 2019

Source: FTSE Russell. For illustrative purposes only. Data as at 30/09/19. See the end of the presentation for important legal disclosures.
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Disclaimer
© 2020 London Stock Exchange Group plc and its applicable group undertakings (the “LSE Group”). The LSE Group includes (1) FTSE International Limited (“FTSE”), (2) Frank Russell Company (“Russell”), (3) FTSE
Global Debt Capital Markets Inc. and FTSE Global Debt Capital Markets Limited (together, “FTSE Canada”), (4) MTSNext Limited (“MTSNext”), (5) Mergent, Inc. (“Mergent”), (6) FTSE Fixed Income LLC (“FTSE FI”)
and (7) The Yield Book Inc (“YB”). All rights reserved.
FTSE Russell® is a trading name of FTSE, Russell, FTSE Canada, MTSNext, Mergent, FTSE FI and YB. “FTSE®”, “Russell®”, “FTSE Russell®”, “MTS®”, “FTSE4Good®”, “ICB®”, “Mergent®”, “The Yield Book®”,
and all other trademarks and service marks used herein (whether registered or unregistered) are trademarks and/or service marks owned or licensed by the applicable member of the LSE Group or their respective
licensors and are owned, or used under licence, by FTSE, Russell, MTSNext, FTSE Canada, Mergent, FTSE FI or YB. FTSE International Limited is authorised and regulated by the Financial Conduct Authority as a
benchmark administrator.
All information is provided for information purposes only. All information and data contained in this publication is obtained by the LSE Group, from sources believed by it to be accurate and reliable. Because of the
possibility of human and mechanical error as well as other factors, however, such information and data is provided "as is" without warranty of any kind. No member of the LSE Group nor their respective directors,
officers, employees, partners or licensors make any claim, prediction, warranty or representation whatsoever, expressly or impliedly, either as to the accuracy, timeliness, completeness, merchantability of any
information or of results to be obtained from the use of the FTSE Russell Products or the fitness or suitability of the FTSE Russell Products for any particular purpose to which they might be put. Any representation of
historical data accessible through FTSE Russell Products is provided for information purposes only and is not a reliable indicator of future performance.
No responsibility or liability can be accepted by any member of the LSE Group nor their respective directors, officers, employees, partners or licensors for (a) any loss or damage in whole or in part caused by, resulting
from, or relating to any error (negligent or otherwise) or other circumstance involved in procuring, collecting, compiling, interpreting, analysing, editing, transcribing, transmitting, communicating or delivering any such
information or data or from use of this document or links to this document or (b) any direct, indirect, special, consequential or incidental damages whatsoever, even if any member of the LSE Group is advised in
advance of the possibility of such damages, resulting from the use of, or inability to use, such information.
No member of the LSE Group nor their respective directors, officers, employees, partners or licensors provide investment advice and nothing contained in this document or accessible through FTSE Russell Products,
including statistical data and industry reports, should be taken as constituting financial or investment advice or a financial promotion.
Past performance is no guarantee of future results. Charts and graphs are provided for illustrative purposes only. Index returns shown may not represent the results of the actual trading of investable assets. Certain
returns shown may reflect back-tested performance. All performance presented prior to the index inception date is back-tested performance. Back-tested performance is not actual performance, but is hypothetical.
The back-test calculations are based on the same methodology that was in effect when the index was officially launched. However, back- tested data may reflect the application of the index methodology with the
benefit of hindsight, and the historic calculations of an index may change from month to month based on revisions to the underlying economic data used in the calculation of the index.
This publication may contain forward-looking assessments. These are based upon a number of assumptions concerning future conditions that ultimately may prove to be inaccurate. Such forward-looking assessments
are subject to risks and uncertainties and may be affected by various factors that may cause actual results to differ materially. No member of the LSE Group nor their licensors assume any duty to and do not
undertake to update forward-looking assessments.
No part of this information may be reproduced, stored in a retrieval system or transmitted in any form or by any means, electronic, mechanical, photocopying, recording or otherwise, without prior written permission of
the applicable member of the LSE Group. Use and distribution of the LSE Group data requires a licence from FTSE, Russell, FTSE Canada, MTSNext, Mergent, FTSE FI, YB and/or their respective licensors.
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