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FTSE Custom Developed ex Korea SDG 
Aligned Index  
The FTSE Custom Developed ex Korea SDG Aligned Index (“SDG Aligned 

index”) is a developed market equity benchmark launched in March 2019 that 

uses adjustments to constituent weights to create alignment with four of the 17 

goals within the UN Sustainable Development Goals (SDGs) framework.  

 

Objectives 
The objective of the index design was to create a simple, transparent way to 

align a broad (developed) market portfolio with specific aspects of the SDGs. The 

approach adopted was based on a detailed mapping exercise of FTSE Russell’s 

sustainable investment research and the SDG framework.  

The SDG Aligned Index was developed in collaboration with a PRI signatory, and 

one of the Netherlands largest pension funds, Pensioenfonds Detailhandel 

(“Detailhandel”) and now forms the basis of a €5.8bn mandate (as of March 29, 

2019). 

The index was developed to support the implementation of Detailhandel’s 

sustainable investment (SI) policy, which identifies areas of overlap between its 

SI objectives and the SDGs. Specifically, Detailhandel identified the following 

SDGs as relevant to its SI policy: 

1. SDG 8 – Decent work and economic growth  

2. SDG 12 – Responsible consumption and production  

3. SDG 13 – Climate action  

4. SDG 16 – Peace, justice and strong institutions  

For Detailhandel in particular, the index is an important first step in helping align 

their entire investment strategy with their environmental, social and governance 
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(ESG) objectives and the SDGs while also retaining the characteristics of a 

passively managed broad market equity portfolio.   

The following quote from Detailhandel’s March 2019 press announcement 

provides the Fund’s perspective: 

“Detailhandel wanted to minimize risk in its investments while pursuing the 

highest possible returns in a sustainable manner. We created this unique SDG 

aligned index as an important first step to help make the entire portfolio 

sustainable in a way that aligns with the ESG themes and SDGs its members 

find important. Moreover, the fund trustees involved the members by allowing the 

choice of a fourth SDG (12) via a survey having already chosen three 

themselves.” 

 

The Index 

This index provides institutional investors with a tool to align a passive equity 

portfolio with aspects of the SDGs.  

The chart below provides further information on the four SDGs: 
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FTSE Russell’s SI research assesses companies based on how they operate 

and what they produce, captured via our ESG Ratings and Green Revenues data 

models, respectively. The methodologies underlying these data models can be 

mapped to the 17 SDGs and their underlying targets to identify areas of 

alignment between FTSE Russell’s sustainable investment research and the 

SDG framework. 

• To achieve alignment with the SDGs it is not sufficient to examine 

companies based only on their products/services or only their 

operations—a holistic assessment of both is required.  

• Adjustments to constituent weights were achieved using “tilts” 

(over/underweights). 

• Based on a combination of constituent-level ESG Theme scores as well 

as company exposure to the global green economy (using Green 

Revenues data).  

https://www.ftserussell.com/files/press-releases/ftse-russell-chosen-pensioenfonds-detailhandel-new-sustainable-benchmark
https://www.ftserussell.com/financial-data/sustainability-and-esg-data/esg-ratings
https://www.ftserussell.com/financial-data/sustainability-and-esg-data/green-revenues-data-model
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• Climate-related aspects of the SDGs are further captured by 

incorporating company exposure to fossil fuel reserves and their 

operational carbon emissions.  

In addition, the index: 

• Supports capital market transparency and disclosure by providing a 

signal to companies regarding performance on a range of sustainability 

themes, and 

• Feeds into investor stewardship and corporate engagement activities 

due to the transparent, tilt-based index construction process and 

sustainable investment research methodologies.  

Investors can use the SDGs as a lens for assessing company operations, 

products and conduct, and can use these assessments as the basis of 

adjustments to company weights in an index. 

We believe that highlighting the relevance of the SDGs to investors—and in 

particular the different ways in which they can be incorporated into investment 

decision-making—will stimulate debate and further action on data gaps, what 

represents investor and company best practice, how to create and evolve 

investment strategies in support of the objectives of the SDGs, etc. The SDG 

Aligned Index is the starting point for what we hope will be an evolving approach 

to capturing the SDGs via benchmarks and indexes.  

This index will allow us to use our ESG/SDG framework to support other 

investors in capturing aspects of the SDGs into their benchmarks/indexes. 
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About FTSE Russell 

FTSE Russell is a leading global provider of benchmarks, analytics and data solutions with multi-asset capabilities, 

offering a precise view of the markets relevant to any investment process. For over 30 years, leading asset owners, 

asset managers, ETF providers and investment banks have chosen FTSE Russell indexes to benchmark their 

investment performance and create investment funds, ETFs, structured products and index-based derivatives. FTSE 

Russell indexes also provide clients with tools for performance benchmarking, asset allocation, investment strategy 

analysis and risk management. 

 

  To learn more, visit ftserussell.com; email info@ftserussell.com; or call your regional  
Client Service Team office 

  EMEA 

+44 (0) 20 7866 1810 

North America 

+1 877 503 6437 

Asia-Pacific 

Hong Kong +852 2164 3333 

Tokyo +81 3 4563 6346 

Sydney +61 (0) 2 8823 3521 

 

© 2020 London Stock Exchange Group plc and its applicable group undertakings (the “LSE Group”). The LSE Group includes (1) FTSE International 
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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, 
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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 
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No member of the LSE Group nor their respective directors, officers, employees, partners or licensors provide investment advice and nothing 
contained herein 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 
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This document 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, BR and/or their respective licensors.   

http://www.ftserussell.com/
mailto:info@ftserussell.com

