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1 INTRODUCTION

The MSCI ESG Leaders Indexes are free float-adjusted market capitalizationweighted
indexes designed to represent the performance of companies thathave high Environmental,
Social and Governance (ESG) performance. The MSCI ESG Leaders Indexes aimto target
sector weights that reflect the relative sector weights of the underlyingindexes to limitthe
systematicriskintroduced by the ESG selection process. Overall the MSCI ESG Leaders
Indexes target coverage of 50% of the underlying MSCI parentindex (“Parent Index”).

Currently MSCI constructs the MSCI ESG Leaders Indexes for the Standard size-segmentin all
Developed and Emerging Markets and the Small Cap size-segmentin the USA.
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MSCI ESG RESEARCH

The MSCI ESG Leaders Indexes use company ratings and research provided by MSCI ESG
Research. Inparticular, theseindexes usethe following MSCI ESG Research products: MSCI
ESG Ratings, MSCI ESG Controversies and MSCI Business Involvement Screening Research.

For details on MSCI ESG Research’s full suite of ESG products, pleaserefer to:
http://www.msci.com/products/esg/about msci_esg_research.html

MSCI ESG RATINGS

MSCI ESG Ratings provides research, analysis and ratings of how well companies manage
environmental, socialand governancerisks and opportunities.

MSCI ESG Ratings provides an overall company ESG rating - a seven pointscalefrom ‘AAA’ to
‘CCC'. Inaddition,theproductprovides scores and percentilesindicating how well a
company manages each key issuerelativetoindustry peers.

For more details on MSCI ESG Ratings, pleaserefer to
https://www.msci.com/documents/1296102/1636401/MSCI_ESG_Ratings.pdf

MSCI ESG CONTROVERSIES

MSCI ESG Controversies (formerly known as MSCI Impact Monitor) provides assessments of
controversies concerning the negative environmental, social, and/or governanceimpact of
company operations, products and services. Theevaluation framework usedin MSCI ESG
Controversies is designed to be consistent with international norms represented by the UN
Declaration of Human Rights, the ILO Declaration on Fundamental Principles and Rights at
Work, and the UN Global Compact. MSCI ESG Controversies Scorefallsona 0-10 scale, with
“0” beingthe most severe controversy.

For more details on MSCI ESG Controversies Score, please refer to
https://www.msci.com/documents/10199/acbe7c8a-a4e4-49de-9cf8-5e957245b86b

MSCI ESG BUSINESS INVOLVEMENT SCREENING RESEARCH

MSCI ESG Business Involvement Screening Research (BISR) aims to enableinstitutional
investors to manage environmental,socialand governance (ESG) standards and restrictions
reliably and efficiently.

For more details on MSCI ESG Business Involvement Screening Research, pleaserefer to
http://www.msci.com/resources /factsheets/MSCI_ESG_BISR.pdf
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3 CONSTRUCTING THE MSCI ESG LEADERS INDEXES

3.1 UNDERLYING UNIVERSE

The selection universefor the MSCI ESG Leaders Indexes is defined by the constituents of
the MSCI Global Investable Market Indexes (GIMI).

3.2 ELIGIBILITY CRITERIA

The MSCI ESG Leaders Indexes use company ratings and researchprovided by MSCI ESG
Research to determine eligibility for inclusionin theindex.

3.2.1 ESG RATINGS ELIGIBILITY

The MSCI ESG Leaders Indexes use MSCI ESG Ratings toidentify companies thathave
demonstrated an ability to managetheir ESG risks and opportunities. Existing constituents of
the MSCI ESG Leaders Indexes are required to have an MSCI ESG ratingabove CCC to remain
inthe index, whilecompanies thatare currently not constituents of the MSCI ESG Leaders
Indexes arerequired to have an MSCI ESG ratingaboveB to be considered eligible for
addition.

3.2.2 ESG CONTROVERSIES SCORE ELIGIBILITY

The MSCI ESG Leaders Indexes use MSCI ESG Controversies Scores to identify those
companies thatareinvolvedin very serious controversies involving the environmental,
social, or governanceimpactof their operations and/or products and services. Existing
constituents of the MSCI ESG Leaders Indexes are required to have an MSCI ESG
Controversies Scoreabove0 to remaininthe index, whilecompanies thatarecurrently not
constituents of the MSCI ESG Leaders Indexes are required to have an MSCI ESG
Controversies Scoreabove 2 to be considered eligible for addition.

3.2.3 CONTROVERSIAL BUSINESS INVOLVEMENT CRITERIA

Companies thatareinvolvedin specificbusinesses which have high potential for negative
socialand/or environmental impact areineligibleforinclusionintheindex. Pleaserefer to
Appendix 2 for more details on thesecriteria.

e Alcohol
e Tobacco
e Gambling

e Nuclear Power
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e Conventional and Controversial Weapons

e CivilianFirearms

INDEX CONSTRUCTION

Currently MSCI constructs MSCI ESG Leaders Indexes for:

e Standardsize-segmentinall Developed and Emerging Markets; and

e Small Capsize-segmentinthe USA.

The MSCI ESG Leaders Indexes for the Standard sizesegment areconstructed at a regional

level, with the exception of North America whichis builtseparately from Canadaand the

USA. Eachregional ESG Leaders index targets 50% of the free float-adjusted market
capitalization within each Global Industry Classification Standard (GICS®) sector of the

underlying MSCI parentindex (“Parent Index”).

The followingregional ESG Leaders Indexes areaggregated to constructthe MSCI World ESG

Leaders Index.

MSCI Regional ESG Leaders

Index

MSCI Pacific ESG Leaders Index

Region

Developed Asia Pacific

Parent Index

MSCI Pacific Index

MSCI Europe & Middle East ESG
Leaders Index

Developed Europe & Middle
East

MSCI Europe & Middle East
Index

MSCI Canada ESG Leaders Index

Canada

MSCI Canada Index

MSCI USA ESG Leaders Index

USA

MSCI USA Index

The following regional ESG Leaders Indexes areaggregated to constructthe MSCI EM ESG

Leaders Index.

MSCI Regional ESG Leaders

Index

MSCI Emerging Markets Asia ESG
Leaders Index

Emerging Asia

Parent Index

MSCI Emerging Markets Asia
Index

MSCI Emerging Markets Europe,
Middle East & Africa ESG Leaders
Index

Emerging Europe, Middle East &
Africa

MSCI Emerging Markets Europe
Middle East & Africa Index

’
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MSCI Emerging Markets Latin Emerging Latin America MSCI Emerging Markets Latin
America ESG Leaders Index America Index

The MSCI USA Small Cap ESG Leaders Index is constructed by targeting 50% of the free float-
adjusted market capitalization within each sector of the MSCI USA Small Cap Index. The
MSCI USA IMI ESG Leaders Index is created by aggregating the MSCI USA ESG Leaders Index
andthe MSCI USA Small Cap ESG Leaders Index.

The Large Cap and Mid Cap sizesegments of the MSCI ESG Leaders Indexes arederived from
the Standard size-segment.

The MSCI ESG Leaders Indexes for other regions and countries aredetermined by including
securities fromthe particular region/country fromthe MSCI ACWI ESG Leaders Index and
weightingthem accordingto their free-floatadjusted market capitalization. For example,
the MSCI EAFE ESG Leaders Index and the MSCI China ESG Leaders Index are constructed by
includingthosesecurities fromthe MSCI ACWI ESG Leaders Index which area part of the
MSCI EAFE Index and the MSCI China Index respectively and weightingthem in the
proportion of their free float-adjusted marketcapitalization.
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MAINTAINING THE MSCI ESG LEADERS INDEXES

ANNUAL INDEX REVIEW

The MSCI ESG Leaders Indexes are reconstituted on anannual basisin May to coincide with
the May Semi-Annual Index Review of the Parent Index, and the changes areimplemented
atthe end of May. In general, the proforma indexes areannounced ninebusiness days
before the effective date.

In general, MSCI uses MSCI ESG Research data (including MSCI ESG Ratings, MSCI ESG
Controversies Scores and MSCI Business Involvement Screening Research) as of the end of
the month precedingthe Index Reviews for the rebalancing of the MSCI ESG Leaders
Indexes. For some securities, such data may notbe published by MSCI ESG Research by the
end of the month precedingthe Index Review. For such securities, MSCl will use ESG data
published after the end of month, when available, for the rebalancing of the MSCI ESG
Leaders Indexes.

ANNUAL INDEX RECONSTITUTION: RANKING AND SELECTION

At eachannual index review, the composition of the indexis reassessed in order to target
50% free float-adjusted cumulative market capitalization of each sector of the Parent Index.

RANKING

For each sector, eligible companies of the regional ParentIndex as described in Section 3.2
areranked based on the followingcriteria:

e ESG rating
e  Currentindex membership (existing constituents above non-constituents)
e Industryadjusted ESG scores

e Decreasingfreefloatadjusted marketcapitalization

SELECTION

Constituents for the regional MSCI ESG Leaders Index are then selected from the ranked
universeinthe followingorder until 50% coverage by cumulative free-float adjusted market
capitalizationtargetis reached:

e Securitiesinthetop 35%

e ‘AAA’ and ‘AA’ rated securitiesin thetop 50%

© 2017 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document. MSCI.COM | PAGE 8 OF 21
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e Currentindex constituents inthe top 65%
e Remainingsecurities intheeligibleuniverse

PleaseseeAppendix 1 for additional detailsontherankingandselectionrules.

QUARTERLY INDEX REVIEWS

The MSCI ESG Leaders Indexes are also reviewed on a quarterly basisto coincide with the
regular Index Reviews of the ParentIndexes. The changes areimplemented atthe end of
February, August and November. The pro forma indexes arein general announced nine
business days beforethe effective date.

For the Quarterly Index Reviews, MSCI ESG Ratings, MSCI ESG Controversies Score
assessments and MSCI BISR data aretaken as of the end of the month precedingthe Index
Reviews, i.e., January, July and October. For some securities, this data may notbe published
by MSCI ESG Research by the end of the month precedingthe Index Review. For such
securities, MSCl will use ESG data published after the end of month, when available, for the
rebalancing of the MSCI ESG Leaders Indexes.

At the Quarterly Index Reviews, existing constituents are deleted from the MSCI ESG Leaders
Indexes if they do not meet the eligibility criteriadescribed in Section 3.2. Existing
constituents that meet the eligibility criteria areretained in theindex.

Additions, fromthe eligiblesecurities as per section 3.2, aremade only to those sectors
where the current market capitalizationcoverageis lessthan 45%, until the50% target is
reached.

Market price movements may causesmall deviationsin thesector coverage between two
Index Reviews. Therefore, in order to minimizeturnover, a buffer of 10%is used on the
target coverage of 50%to defineunder-representation.

ONGOING EVENT-RELATED MAINTENANCE

The MSCI Corporate Events Methodologyis applied for the maintenance of the MSCI ESG
Leaders Indexes between Index Reviews.

IPOS AND OTHER EARLY INCLUSIONS

IPOs and other newly listed securities, thatareadded to the ParentIndex, as well as
securities added to the Parent Index followinga migration froma differentsize segment, are
considered forinclusion to the MSCI ESG Leaders Indexes at the time of theirinclusioninthe
ParentIndex. These securities areadded to the MSCI ESG Leaders Indexes only if they meet

© 2017 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document. MSCI.COM | PAGE 9 OF 21
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the eligibility criteria described in Section 3.2 and the market capitalization coverage of the
sector to which the security belongs is lessthan 45%.

ADDITIONS AND DELETIONS DUE TO CORPORATE EVENTS

Deletions fromthe Parent Index followinga corporate event will be simultaneously deleted
from the MSCI ESG Leaders Indexes. Additions to the Parent Index following corporate
events related to existing constituents (such as spin-offs) will notbe automatically added to
the MSCI ESG Leaders Indexes. These Parent Index additions will beconsidered for addition
atthe next index review accordingtothe rules outlinedin sections 4.1 or 4.2.

There areno deletions fromthe MSCI ESG Leaders Indexes between index reviews on
accountofa security becomingineligible because of MSCI ESG Rating downgradeand/or
decreasein MSCI ESG Controversies Scoreand/or changein business involvement.
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APPENDIX 1: GUIDELINES ON ACHIEVING THE TARGET SECTOR
COVERAGE OF 50%
The MSCI ESG Leaders Indexes target 50% of the free-floatadjusted market capitalization of

each Global Industry Classification Standard (GICS®) sector of the Parent Index. The
underlying principlein the construction of the indexis to achievesector coverageclosestto

50%, whileaimingto maintainindex stability.

The following guidelinesareusedinachievingthetarget sector coverage of 50%:

For each sector, the eligible constituents of the ParentIndex arefirstranked based on
the company level ESG Ratingand then by decreasing freefloatadjusted market
capitalization.

In caseof two companies with the same ESG Rating, an existingindex constituentis
given preference to maintainindex stability. Between two existing constituents with the
sameESG Rating,the company with the higher industry adjusted ESG Score is given
preference. For two existingindex constituents with thesame ESG score, the larger
company by free-floatadjusted marketcapitalizationis given preference.

The cumulativesector coverageateachrankis calculated.

In each sector, companies areselected as per the rules mentioned insection4.1.1.2
until the cumulative sector coverage of the selected securities crosses 50% or there are
no eligiblesecurities leftto be selected.

MSCI defines the company thatincreases thecumulativesector coverageabove50%as
the ‘marginal company’.

Ifthe marginal companyisa current ESG Leaders Index constituent, then itis retainedin
the ESG Leaders Index even though it mayresultina cumulativesector coverage
significantly higher compared to the 50%target. This is aimed atensuring better index
stability and lower turnover.

Ifthe marginal companyisa non-index constituent, then the marginal company will be
includedintheESG Leaders Index onlyifthe absolute difference between the resulting
coverage of includingthemarginal companyand the50% target is lower than the
absolutedifference between the resulting coverage of not includingthe marginal
company andthe 50%target.

The minimum cumulativesector coverageis setto 45%.

The marginal companywill beadded to the ESG Leaders Index ifits non-inclusion would
resultin cumulativesector coverage of less than 45%.

© 2017 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document. MSCI.COM | PAGE 11 OF 21
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e Securities which areineligibleas per section 3.2 will notbeadded to increasethesector
coverageto 50%
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APPENDIX 2: CONTROVERSIAL BUSINESS SCREENING CRITERIA

Companies thatareinvolvedin certain controversial business activities areineligible to be

included inthe MSCI ESG Leaders Indexes because of the high potential for negative social
and/or environmental impacts of these activities. The details for the ineligibility criteria are

as follows —

Alcohol

- All companies classified as a “Producer” thatearn either 50% or more revenue or
more than $1 billionin revenuefrom alcohol-related products

Gambling

- All companies classified as involved in “Operations” and “Support” that earn 50% or
more inrevenue, or more than $1 billioninrevenue, from gambling-related
products

Tobacco

- All companies classified as a “Producer” thatearn either 50% or more revenue or
more than $1 billioninrevenuefrom tobacco-related products

Nuclear Power

- All companies with 6000 MW or more of installed capacity attributed to nuclear
sources or with 50% or more of installed capacity attributed to nuclear sources

- All companies involved in nuclear fuel enrichment for nuclear power generation
- All companies involved in uranium mining for nuclear power generation

— All companies involved in nuclear reactor design or construction for nuclear power
generation

Conventional Weapons

- All companies that manufacture conventional weapons components or
conventional weapons and weapons systems and earn 50% or more in revenue, or
S3 billionor moreinrevenue from these activities

Controversial Weapons
- Cluster munitions manufacturers
- Landmines manufacturers

- Depleted Uranium Weapons manufacturers

© 2017 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document. MSCI.COM | PAGE 13 OF 21
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- All companies involved in manufacturing of nuclear weapon components or nuclear
weapon systems

- All companies involved in manufacturing of bio-chemical weapon components or
bio-chemical weapon systems

e CivilianFirearms

- All companies classified as a “Producer” thatearn either 50% or more revenue or
more than $100 millionin revenuefromcivilian firearms
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APPENDIX 3: METHODOLOGY TRANSITION

May 2013

Prior tothe May 2013 Index Review, the MSCI ESG Leaders Indexes were constructed using
Global Socrates ESG Ratings. Effective May 2013 Index Review, MSCI ESG Leaders Indexes
transitioned to MSCI ESG IVA Ratings. Any company that had an ESG rating of ‘CCC’ of lower
was not eligibleforinclusioninthe MSCI ESG Leaders Indexes. The MSCI ESG Leaders
Indexes were constructed by targeting 50% of the free floatadjusted marketcapitalization
of each Global Industry Classification Standard (GICS) sector of the underlying MSCl regional
ESG Leaders Index.

June 2016

Effective May 2016 Index Review, the MSCI ESG Leaders Indexes transitioned to the
methodology described in the methodology book, following enhancements to the MSCI ESG
Controversies (formerly known as MSCI Impact Monitor). The details of the changes areas
given below.

The changes to MSCI ESG Controversies included adjustingthescoring model to align the
scores with individual controversy caselevels, including theintroduction ofan Orangeflag,
and the removal of specific controversial business involvement (CBI) criteria from the model
to refocus the ESG Controversies scores on event-driven controversies.

MSCI implemented the following changes to the MSCI ESG Leaders Indexes methodology
effective June 1, 2016 to maintain consistency with the existingindex construction
objectives:

1 - As per the old MSCI ESG Impact Monitor methodology, securities which had an Impact
Monitor scoreof 0 and 1 had a Red controversy flag. Under the new methodology, only
securities with an ESG controversies score of 0 have a Red controversy flag. For indexes
where constituents were ineligibleto be included in theindex if their Impact Monitor score
was 0 or 1 (current Red controversy flag), the exclusion criteria was changed to ESG
Controversies score=0inorder to continueto only excludesecurities with Red controversy
flaginthe MSCI ESG Leaders Indexes.

2 - MSCI Impact Monitor earlier incorporated exclusionrules based on controversial
business involvementcriteria related to alcohol, tobacco, gambling, nuclear power,
conventional weapons and controversial weapons. Therefore, additional exclusion rules
based on the controversial business involvementcriteria related to alcohol, tobacco,
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gambling, nuclear power, conventional weapons and controversial weapons that were
incorporatedintheold MSCI Impact Monitor scores were introduced as partofthe
methodology of the MSCI ESG Leaders Indexes. The details of the exclusionrules are
mentioned in Appendix 2.
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APPENDIX 4: MSCI COUNTRY ESG LEADERS INDEXES

The MSCI Country ESG Leaders Indexes areconstructed with anaimto represent the
performance of companies thathave high Environmental, Social and Governance (ESG)
performance. The MSCI Country ESG Leaders Indexes aimto target sector weights that
reflect the relative sector weights of the underlying country Index to limitthe systematic risk
and country specificrisk introduced by the ESG selection process. Currently Country ESG
Leaders Indexes can be constructed on the Standard size-segmentin Developed and
Emerging Markets.

MSCI Country ESG Leaders Indexes are constructed by applyingtheindex constructionrules
detailedinsection 3 ata country level as againsttheregional level usedintheconstruction
of MSCI ESG Leaders Indexes.

The MSCI Country ESG Leaders Indexes target 50% of the free floatadjusted market
capitalization of each Global Industry Classification Standard (GICS®) sector of the Parent
Country Index. The MSCI Country ESG Leaders Indexes follows thesame index review cycle,
maintenancerules and corporate events treatment as the MSCI ESG Leaders Indexes as
describedinsection4.

MSCI currently offers the following Country ESG Leaders Indexes:

1. MSCl Japan Country ESG Leaders Index

© 2017 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document. MSCI.COM | PAGE 17 OF 21
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THE FOLLOWING SECTIONS HAVE BEEN MODIFIED SINCE JUNE 2013:
Section 2: MSCI ESG Research and Section 3: Constructingthe MSCI ESG Leaders Indexes
e (Clarification of MSCI ESG Leaders Index construction rules

Section 4: Maintaining the MSCI ESG Leaders Indexes

e Enhancement of treatment of corporate events

THE FOLLOWING SECTIONS HAVE BEEN MODIFIED SINCE NOVEMBER 2014:
Section 2: MSCI ESG Research

e Updated to includetheimpactof the change inthe MSCI ESG Controversies Scores
methodology on MSCI ESG Leaders Indexes methodology

Section 3: Constructing the MSCI ESG Leaders Indexes

e Changed section 3 to update the eligibility criteria for inclusion in MSCI ESG Leaders
Indexes and to include clarification on the construction of regional and country level
ESG Leaders Indexes

Section 4: Maintaining the MSCI ESG Leaders Indexes

e Updated to clarify thetreatment of ESG Ratingdowngrade or decreasein ESG
Controversies scores between index reviews

Appendix 1: Guidelines on achieving thetarget sector coverage of 50%

e Added a clarification to specify thatnon-eligible securities would notbe included to
increasethesector coverage to 50%

Appendix 2: Controversial Business Screening Criteria

e Added details of controversial business screening criteria applicable effective June
2016

Appendix 3: Methodology Transition

e Added details which highlightthe changes to the MSCI ESG Leaders Indexes
effective June 2016

THE FOLLOWING SECTIONS HAVE BEEN MODIFIED SINCE MAY 2016:

Section 3.2.3: Controversial Business Involvement Criteria
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e Updated to includecivilian firearms to the list of controversial businesses
Appendix 2: Controversial Business Screening Criteria
e Updated the controversial business screeningcriteria pertainingto Tobacco

e Additionofthe controversial business screening criteria pertainingto Civilian
Firearms

THE FOLLOWING SECTIONS HAVE BEEN MODIFIED SINCE JUNE 2016:
Appendix 4: MSCI Country ESG Leaders Index

e Added details for construction of Country ESG Leaders Indexes

THE FOLLOWING SECTIONS HAVE BEEN MODIFIED SINCE NOVEMBER 2016:
Section 4: Maintaining the MSCI ESG Leaders Indexes

e (Clarification on useof ESG data for securities whose data would be available after
the end of the month preceding Index Review.

THE FOLLOWING SECTIONS HAVE BEEN MODIFIED SINCE MAY 2017:

e Methodology book updated to reflect the changein name of MSCI Global
Sustainability Index to MSCI ESG Leaders Indexes

© 2017 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document. MSCI.COM | PAGE 19 OF 21



MSCI

CONTACT US

clientservice@msci.com

AMERICAS

Americas
Atlanta
Boston
Chicago
Monterrey
New York
San Francisco
Sao Paulo
Toronto

18885884567 *
+ 14045513212
+16175320920
+13126750545
+528112534020
+1212804 3901
+1415836 8800
+55113706 1360
+1416628 1007

EUROPE, MIDDLE EAST & AFRICA

Cape Town
Frankfurt
Geneva
London
Milan
Paris

ASIA PACIFIC

China North
China South
Hong Kong
Mumbai
Seoul
Singapore
Sydney
Taipe
Tokyo

* = toll free

+27216730100
+496913385900
+41228179777
+44207618 2222
+390258490415
0800915917 *

108008521032 *
108001521032 *
+ 85228449333

+912267849160

0079885213392 *

8008523749 *

+61290339333
00801127513 *
+ 81352901555

MSCI ESG LEADERS INDEXES METHODOLOGY | JUNE 2017

ABOUT MSCI

For more than 40 years, MSCl’s research-
basedindexes and analytics have helped
the world’s leadinginvestors build and
manage better portfolios. Clients relyon
our offerings for deeper insights into the
drivers of performanceandriskin their

portfolios, broad assetclass coverageand
innovativeresearch.

Our lineof products and services includes
indexes, analytical models, data, real estate
benchmarks and ESG research.

MSCI serves 98 of the top 100 largest
money managers, accordingto the most
recent P&I ranking.

For more information, visitus at

WWW.msci.com.
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constitute investment advice or a recommendation tomake (or refrain from making) any kind of investment decision and may not be relied onassuch. Issuers
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