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1 Introduction 

The MSCI World Small Cap ESG Leaders Index is a free float-adjusted market 

capitalization weighted index designed to represent the performance of companies 

that have high Environmental, Social and Governance (ESG) performance. The MSCI 

World Small Cap ESG Leaders Index targets 50% of the free float-adjusted market 

capitalization of each Global Industry Classification Standard (GICS®) sector of the 

underlying regional parent indexes. 
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2 MSCI ESG Research  

The MSCI ESG Leaders Indexes use company ratings and research provided by MSCI 

ESG Research. The indexes use the following MSCI ESG Research products:  MSCI 

ESG Ratings, MSCI ESG Controversies, MSCI Business Involvement Screening 

Research and MSCI Climate Change Metrics. 

For details on MSCI ESG Research’s full suite of ESG products, please refer to: 

https://www.msci.com/esg-investing 

2.1 MSCI ESG Ratings 

MSCI ESG Ratings provides research, analysis and ratings of how well companies 

manage environmental, social and governance risks and opportunities.  

MSCI ESG Ratings provides an overall company ESG rating - a seven point scale from 

‘AAA’ to ‘CCC’.  In addition, the product provides scores and percentiles indicating 

how well a company manages each key issue relative to industry peers. 

For more details on MSCI ESG Ratings, please refer to: https://www.msci.com/esg-

ratings 

2.2 MSCI ESG Controversies 

MSCI ESG Controversies (formerly known as MSCI Impact Monitor) provides 

assessments of controversies concerning the negative environmental, social, and/or 

governance impact of company operations, products and services.  The evaluation 

framework used in 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 Score falls on a 0-10 scale, with “0” being the 

most severe controversy.   

For more details on MSCI ESG Controversies, please refer to : 

https://www.msci.com/documents/10199/acbe7c8a-a4e4-49de-9cf8-

5e957245b86b 

2.3 MSCI ESG Business Involvement Screening Research 

MSCI ESG Business Involvement Screening Research (BISR) aims to enable 

institutional investors to manage environmental, social and governance (ESG) 

standards and restrictions reliably and efficiently.  

For more details on MSCI ESG Business Involvement Screening Research, please 

refer to http://www.msci.com/resources/factsheets/MSCI_ESG_BISR.pdf 

https://www.msci.com/esg-ratings
https://www.msci.com/esg-ratings
https://www.msci.com/documents/10199/acbe7c8a-a4e4-49de-9cf8-5e957245b86b
https://www.msci.com/documents/10199/acbe7c8a-a4e4-49de-9cf8-5e957245b86b
http://www.msci.com/resources/factsheets/MSCI_ESG_BISR.pdf
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2.4 MSCI Climate Change Metrics 

MSCI Climate Change Metrics is designed to support investors seeking to achieve a 

range of objectives, including measuring and reporting on climate risk exposure, 

implementing low carbon and fossil fuel-free strategies, and factoring climate 

change research into their risk management processes. It provides Carbon 

Emissions, Fossil Fuel exposure, environmental impact (i.e., clean technology) data 

and screens, as well as climate-related risk exposure and management assessment 

on companies such as Low Carbon Transition scores and categories.  

For more details on MSCI Climate Change Metrics, please refer to 

https://www.msci.com/climate-change-solutions  



 

 
 MSCI.COM | Page 6 of 10 © 2021 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document. 
 

MSCI WORLD SMALL CAP ESG LEADERS INDEX METHODOLOGY | MAY 2021 

 

 

3 Constructing the Index 

The MSCI World Small Cap ESG Leaders Index is constructed using the following 

steps: 

• Defining the Parent Indexes 

• Applying the MSCI ESG Leaders Indexes methodology1 

3.1 Defining the Parent Indexes 

The MSCI World Small Cap ESG Leaders Index targets 50% of the free float-adjusted 

market capitalization of each GICS® sector of each of the following regional parent 

indexes (the “Parent Indexes”): 

• MSCI USA Small Cap Index 

• MSCI Canada Small Cap Index 

• MSCI Europe & Middle East Small Cap Index 

• MSCI Pacific Small Cap Index 

3.2 Applying the MSCI ESG Leaders Indexes Methodology 

The index constituents and their weights are determined by applying the MSCI ESG 

Leaders Indexes Methodology to each of the four Parent Indexes defined in section 

3.12. Securities selected from each Parent Index are aggregated to construct the 

MSCI World Small Cap ESG Leaders Index. 

 
1 Please refer to section 3 of the methodology book for the MSCI ESG Leaders Indexes, available at 

www.msci.com/index-methodology for more information. 

2 The Small Cap size-segment for certain Developed Market countries may not be fully covered by MSCI ESG 

Research. Companies with missing MSCI ESG Ratings and/or MSCI ESG Controversies Score are not eligible for 

the MSCI World Small Cap ESG Leaders Index. 

file:///C:/Users/ebenerl/Downloads/www.msci.com/index-methodology
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4 Maintaining the Index 

The MSCI World Small Cap ESG Leaders Index is reviewed during the Annual Index 

Review, the Quarterly Index Reviews and as part of corporate events, as per the rules 

described in the MSCI ESG Leaders Indexes Methodology3. 

  

 
3 Please refer to section 4 of the methodology book for the MSCI ESG Leaders Indexes, available at 

www.msci.com/index-methodology for more information. 

file:///C:/Users/ebenerl/Downloads/www.msci.com/index-methodology
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The following sections have been modified as of May 2021: 

Name updated from ‘MSCI World Small Cap ESG Leaders Select Index’ to ‘MSCI 

World Small Cap ESG Leaders Index’ throughout the document. 
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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 MSCI Inc. or its subsidiaries 
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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 willful 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.   

The Information should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making investment 
and other business decisions.  All Information is impersonal and not tailored to the needs of any person, entity or group of persons. 

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.  

It is not possible to invest directly in an index.  Exposure to an asset class or trading strategy or other category represented by an index is only available through third party investable 
instruments (if any) based on that index.   MSCI does not issue, sponsor, endorse, market, offer, review or otherwise express any opinion regarding any fund, ETF, derivative or other security, 
investment, financial product or trading strategy that is based on, linked to or seeks to provide an investment return related to the performance of any MSCI index (collectively, “Index Linked 
Investments”). MSCI makes no assurance that any Index Linked Investments will accurately track index performance or provide positive investment returns.  MSCI Inc. is not an investment 
adviser or fiduciary and MSCI makes no representation regarding the advisability of investing in any Index Linked Investments. 

Index returns do not represent the results of actual trading of investible assets/securities. MSCI maintains and calculates indexes, 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 Index Linked Investments. The imposition of these fees and charges 
would cause the performance of an Index Linked Investment to be different than the MSCI index performance. 

The Information may contain back tested data.  Back-tested performance is not actual performance, but is hypothetical.  There are frequently material differences between back tested 
performance results and actual results subsequently achieved by any investment strategy.   

Constituents of MSCI equity indexes are listed companies, which are included in or excluded from the indexes according to the application of the relevant index methodologies. Accordingly, 
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Data and information produced by various affiliates of MSCI Inc., including MSCI ESG Research LLC and Barra LLC, may be used in calculating certain MSCI indexes.  More information can 
be found in the relevant index methodologies on www.msci.com.  

MSCI receives compensation in connection with licensing its indexes to third parties.  MSCI Inc.’s revenue includes fees based on assets in Index Linked Investments. Information can be 
found in MSCI Inc.’s company filings on the Investor Relations section of www.msci.com. 

MSCI ESG Research LLC is a Registered Investment Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI Inc.  Except with respect to any applicable products or 
services from MSCI ESG Research, neither MSCI nor any of its products or services recommends, endorses, approves or otherwise expresses any opinion regarding any issuer, securities, 
financial products or instruments or trading strategies and MSCI’s products or services are not 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. Issuers mentioned or included in any MSCI ESG Research materials may include MSCI Inc., clients of MSCI or 
suppliers to MSCI, and may also purchase research or other products or services from MSCI ESG Research.  MSCI ESG Research materials, including materials utilized in any MSCI ESG 
Indexes 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, IPD and other MSCI brands and product names are the trademarks, 
service marks, or registered trademarks of MSCI or its subsidiaries in the United States and other jurisdictions.  The Global Industry Classification Standard (GICS) was developed by and is 
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MIFID2/MIFIR notice: MSCI ESG Research LLC does not distribute or act as an intermediary for financial instruments or structured deposits, nor does it deal on its own account, provide 
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For information about how MSCI collects and uses personal data, please refer to our Privacy Notice at https://www.msci.com/privacy-pledge. 

 


