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1. Introduction 
The MSCI Global Environment Indices are free float-adjusted market capitalization weighted indices 
designed to provide exposure to environmental themes by identifying pure play companies that focus 
on offering products or services that contribute to a more environmentally sustainable economy by 
directly reducing the consumption of or improving the productive use of limited global natural 
resources.  

The MSCI Global Environment Indices include the following five MSCI Environmental Thematic Indices: 

• MSCI Global Alternative Energy Index; 

• MSCI Global Clean Technology Index; 

• MSCI Global Sustainable Water Index; 

• MSCI Global Green Building Index; and 

• MSCI Global Pollution Prevention Index. 

This methodology book is based on the methodology used by KLD Research & Analytics, Inc. for the 
construction and maintenance of the FTSE KLD Global Environment Index, which has been updated to 
incorporate the methodology changes resulting from the transition to the MSCI ESG Indices family that 
occurred on September 1st, 2010. MSCI intends to review and update the methodology in the upcoming 
months. 

2. Constructing the MSCI Global Environment Index 

2.1 Underlying Universe 
The selection universe for the MSCI Global Environment Indices is the MSCI All Country World Investable 
Market Index (IMI). 

2.2 Eligibility Criteria 
Companies from the underlying universe are evaluated for the level of involvement in and strategic 
commitment to five environmental themes: 

• Alternative Energy – Products and services that promote the generation of power using 
renewable or cleaner sources (i.e., cleaner than fossil fuels) or the development of alternative 
energy technology. 

• Clean Technology – Products and services that deliver equal or superior performance while 
reducing energy use and natural resource consumption, when compared to conventional 
offerings.  

• Sustainable Water – Products and services focused on water and wastewater treatment; water 
infrastructure; or water resource management and efficiency. 
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• Green Building – Building material suppliers; home builders; or property managers that directly 
support and have a confirmed commitment to achieving sustainable building standards (i.e., 
LEED, Energy Star Homes, or other recognized standards of sustainable building) for all new 
construction.  

• Pollution Prevention – Products and services focused on pollution prevention; waste 
minimization or recycling, including source reduction, in-process recycling, reuse/reclamation, 
resource recovery, and treatment/abatement.  

Please refer to Appendix 1 for a detailed description of these categories 

2.3 Index Construction 
Any company that has a pure play involvement in one of the environmental themes mentioned above 
(i.e., derives 50% or more of its revenue from products and services from one of these themes) is eligible 
for inclusion in the MSCI Global Environment Indices. 

An eligible company is included in the MSCI Environmental Thematic Index, which corresponds to the 
environmental theme that that company is involved in. The five MSCI Environmental Thematic Indices 
are: 

• MSCI Global Alternative Energy Index; 

• MSCI Global Clean Technology Index; 

• MSCI Global Sustainable Water Index; 

• MSCI Global Green Building Index; and  

• MSCI Global Pollution Prevention Index.  

These five MSCI Environmental Thematic Indices are then aggregated together to form the MSCI All 
Country World (ACWI) Environment Index. 

3. Maintaining the MSCI Global Environment Index 

3.1 Semi-Annual Index Reviews 
The Semi-Annual Index Reviews of the MSCI Global Environment Indices are conducted in May and 
November to coincide with the May and November Semi-Annual Index Reviews of the MSCI Global 
Investable Market Indices. The changes are implemented at the end of May and November. 

At Semi-Annual Index Reviews, all companies in the underlying universe are reviewed and eligible 
companies are added to the MSCI Global Environment Indices. Existing constituents may be deleted 
from the MSCI Global Environment Indices due to declining company involvement in a specific theme. 
Any constituent that is deleted from the underlying index as a result of the Semi-Annual Index Review is 
also deleted from the MSCI Global Environment Indices. 
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3.2 Quarterly Index Reviews  
The Quarterly Index Reviews of the MSCI Global Environment Indices are conducted in February and 
August to coincide with the February and August Quarterly Index Reviews of the MSCI Global Investable 
Market Indices. The changes are implemented at the end of February and March. 

At Quarterly Index Reviews, only additions to the underlying index are evaluated for their eligibility for 
inclusion in the MSCI Global Environment Indices. Any constituent that is deleted from the underlying 
index as a result of the Index Review is also deleted from the MSCI Global Environment Indices. 

3.3 Ongoing Event-Related Maintenance 
The MSCI Corporate Events Methodology is applied for the maintenance of the MSCI Global 
Environment Indices between Index Reviews. There are no additions to the MSCI Global Environment 
Indices outside the regular index reviews. New additions to the underlying index due to corporate 
events are not added simultaneously to the MSCI Global Environment Indices, but may be considered 
for inclusion at the following Index Review. However, companies deleted from the underlying index 
between Index Reviews are also deleted at the same time from the MSCI Global Environment Indices. 

The technical details relating to the handling of specific corporate event types can be found in the MSCI 
Corporate Events Methodology book available at: 
http://www.msci.com/products/indices/size/standard/methodology.html  



    

 

MSCI Research msci.com 
© 2011 MSCI Inc. All rights reserved.  
Please refer to the disclaimer at the end of this document 

Index Methodology
MSCI Global Environment Index

May 2011 

5 of 7

Appendix 1: Environment Themes 
The MSCI Global Environment Indices includes companies based on their involvement in and strategic 
commitment to the following five environmental themes: 

• Alternative Energy 

• Clean Technology 

• Sustainable Water 

• Green Building 

• Pollution Prevention 

A brief description of these themes is included below. 

Alternative Energy 

This theme includes renewable energy sources, such as wind, solar, geothermal, and tidal, as well as 
alternatives to fossil fuels, such as biofuels, biomass, landfill methane, hydrogen and natural gas based 
fuels, and fuel cells. This theme is comprised of companies that: 

• Generate and distribute power from renewable energy sources; 

• Produce alternative fuels with little or no negative externalities to the environment or human 
health (or from renewable or cleaner sources); 

• Supply technologies, equipment, and components for renewable or alternative energy; or 

• Promote renewable or alternative energy projects (i.e., financing, design, construction, 
management). 

This category also includes companies that supply materials, specific-use parts and services to original 
equipment manufacturers and generators of electricity or fuel from renewable and alternative 
resources. 

Clean Technology 

This theme category includes companies whose products or services reduce energy resource 
consumption through: 

• Products that make current technologies highly energy-efficient; 

• Technologies for producers or consumers that make more efficient use of power or fuel; or 

• Products or services that reduce the demand for energy or fuel consumption 

Examples of Clean Technology products and services include electric and hybrid (gas-electric) vehicles, 
energy-efficient machinery and equipment and large-scale energy storage equipment. They also include 
demand management services (utilities) and “smart metering” and industrial automation controls. 
Companies considered for the Clean Technology theme do not fit into the Alternative Energy, 
Sustainable Water, Pollution Prevention, or Green Building themes. 

Sustainable Water 

Companies included in this theme have product and service offerings that focus on:  

• Minimizing and monitoring current water use and demand increases;  
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• Improving the quality of water supply; or  

• Improving the availability and reliability of water.  

The Sustainable Water theme includes companies that provide products and services in water and 
wastewater treatment (i.e., water treatment plants, equipment and technologies used for 
treatment/purification of water, wastewater and sewage); water infrastructure (i.e., companies that 
build or maintain water and sanitation pipelines); or water resource management/water efficiency (i.e., 
technologies that reduce use of, reuse, or recycle water such as smart metering devices and controls, 
low-flow equipment and rainwater harvesting systems). 

Green Building 

This theme category includes companies whose product and service offerings:  

• Conserve natural resources; 

• Are made with salvaged or recycled waste content; 

• Avoid toxic or other emissions; 

• Save energy or water; or 

• Contribute to a safe, healthy built environment. 

The Green Building theme addresses the products and services across the entire sustainable building 
value chain. Products may address raw materials; energy efficiency; manufacturing processes; toxicity of 
a product during installation and use; and resource recovery. Services may include consulting; design; 
engineering; construction; project management; real estate investment trusts (REITs); financing; and 
third-party certification. 

Pollution Prevention 

Companies included in this theme have product and service offerings that focus on:  

• Cutting or eliminating pollution, toxic wastes, and emissions during the entire lifecycle of a 
product (from manufacture and use to disposal); 

• Reducing the use of materials in the production process; 

• Facilitating in-process recycling; 

• Utilizing inputs in the production process made from reclaimed/recycled/post-consumer 
materials; 

• Promoting reuse of a product or a good; 

• Minimizing the impact of the production process by treating waste prior to it being released for 
disposal or discharge; or  

• Remediation.  

The Pollution Prevention theme identifies companies whose products and services support pollution 
prevention, waste minimization, or recycling as a means of alleviating the burden of unsustainable levels 
of waste generation on the environment. 
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Client Service Information is Available 24 Hours a Day 
clientservice@msci.com 

Notice and Disclaimer 
• This document and all of the information contained in it, including without limitation all text, data, graphs, charts (collectively, the “Information”) is the property of MSCl Inc. or its 

subsidiaries (collectively, “MSCI”), or MSCI’s licensors, direct or indirect suppliers or any third party involved in making or compiling any Information (collectively, with MSCI, the 
“Information Providers”) and is provided for informational purposes only.  The Information may not be reproduced or redisseminated in whole or in part without prior written permission 
from MSCI.  

• The Information may not be used to create derivative works or to verify or correct other data or information.   For example (but without limitation), the Information many not be used to 
create indices, databases, risk models, analytics, software, or in connection with the issuing, offering, sponsoring, managing or marketing of any securities, portfolios, financial products or 
other investment vehicles utilizing or based on, linked to, tracking or otherwise derived from the Information or any other MSCI data, information, products or services.   

• The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information.  NONE OF THE INFORMATION PROVIDERS MAKES ANY EXPRESS OR 
IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE INFORMATION (OR THE RESULTS TO BE OBTAINED BY THE USE THEREOF), AND TO THE MAXIMUM EXTENT 
PERMITTED BY APPLICABLE LAW, EACH INFORMATION PROVIDER EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT LIMITATION, ANY IMPLIED WARRANTIES OF 
ORIGINALITY, ACCURACY, TIMELINESS, NON-INFRINGEMENT, COMPLETENESS, MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE 
INFORMATION. 

• Without limiting any of the foregoing and to the maximum extent permitted by applicable law, in no event shall any Information Provider have any liability regarding any of the 
Information for any direct, indirect, special, punitive, consequential (including lost profits) or any other damages even if notified of the possibility of such damages. The foregoing shall not 
exclude or limit any liability that may not by applicable law be excluded or limited, including without limitation (as applicable), any liability for death or personal injury to the extent that 
such injury results from the negligence or wilful default of itself, its servants, agents or sub-contractors.   

• Information containing any historical information, data or analysis should not be taken as an indication or guarantee of any future performance, analysis, forecast or prediction.  Past 
performance does not guarantee future results. 

• None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), any security, financial product or other investment vehicle or any trading strategy.   

• MSCI’s indirect wholly-owned subsidiary Institutional Shareholder Services, Inc. (“ISS”) is a Registered Investment Adviser under the Investment Advisers Act of 1940.  Except with respect 
to any applicable products or services from ISS (including applicable products or services from MSCI ESG Research Information, which are provided by ISS), none of MSCI’s products or 
services recommends, endorses, approves or otherwise expresses any opinion regarding any issuer, securities, financial products or instruments or trading strategies and none of MSCI’s 
products or services is intended to constitute investment advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such. 

• The MSCI ESG Indices use ratings and other data, analysis and information from MSCI ESG Research.  MSCI ESG Research is produced by ISS or its subsidiaries.  Issuers mentioned or 
included in any MSCI ESG Research materials may be a client of MSCI, ISS, or another MSCI subsidiary, or the parent of, or affiliated with, a client of MSCI, ISS, or another MSCI subsidiary, 
including ISS Corporate Services, Inc., which provides tools and services to issuers.  MSCI ESG Research materials, including materials utilized in any MSCI ESG Indices or other products, 
have not been submitted to, nor received approval from, the United States Securities and Exchange Commission or any other regulatory body. 

• Any use of or access to products, services or information of MSCI requires a license from MSCI.  MSCI, Barra, RiskMetrics, ISS, CFRA, FEA, and other MSCI brands and product names are 
the trademarks, service marks, or registered trademarks or service marks of MSCI or its subsidiaries in the United States and other jurisdictions.  The Global Industry Classification Standard 
(GICS) was developed by and is the exclusive property of MSCI and Standard & Poor’s.  “Global Industry Classification Standard (GICS)” is a service mark of MSCI and Standard & Poor’s. 

About MSCI  
MSCI Inc. is a leading provider of investment decision support tools to investors globally, including asset managers, banks, hedge funds and pension funds. MSCI 
products and services include indices, portfolio risk and performance analytics, and governance tools.  

The company’s flagship product offerings are: the MSCI indices which include over 148,000 daily indices covering more than 70 countries; Barra portfolio risk and 
performance analytics covering global equity and fixed income markets; RiskMetrics market and credit risk analytics; ISS governance research and outsourced proxy 
voting and reporting services; FEA valuation models and risk management software for the energy and commodities markets; and CFRA forensic accounting risk 
research, legal/regulatory risk assessment, and due-diligence. MSCI is headquartered in New York, with research and commercial offices around the world. 
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