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Climate Transition ETFs 
ETFs to help finance a 1.5°C world 

Our range of Climate Transition ETFs were built to help you contribute to the ambitions of the Paris Agreement. The 

underlying MSCI Climate Change indices aim to give higher weights to companies with a capacity to manage and 

contribute to climate transition through the reduction of carbon emissions. They are expected to transition to the 

future EU Climate Transition Benchmarks (CTB) aligned with the EU “1.5°C with no or limited overshoot” scenario.* 

Understanding the stakes What you need to know about the indices 

The Paris Agreement  

 In 2015, 194 countries across the world 

signed the Paris Agreement 

 Its key goal: limit global warming to well 

below 2°C above pre-industrial levels, 

and pursue efforts to limit it to 1.5°C 

Why 1.5°C? 

 Continued warming above 1.5°C will 

have a harmful environmental impact, 

including intensification of extreme 

weather events1 

 The financial impact is real too – a 

persistent increase in average global 

temperature by 0.04°C per year is set to 

reduce world real GDP per capita by 

7.2% by 2100.2 

An evolving regulatory landscape 

 March 2018: EU Action Plan on 

Sustainable Finance sets out key goals, 

including directing more capital to 

sustainable investments 

 Sep 2019: TEG publish final report on 

climate benchmarks, with an objective of 

helping investors decarbonise their 

portfolios to a 1.5°C pathway 

 July 2020: EU publish final Delegated 

Acts on Climate Benchmarks and 

Benchmarks’ ESG disclosures, with 

details of EU CTB eligibility conditions 

Key features today of MSCI Climate Change indices* 

Exposure type Broad and diversified, while re-allocating capital in favour of 

climate transition leaders 

ESG exposure • Reduced weighted carbon intensity vs. parent index 

• Companies with lower exposure to and stronger 

management of low carbon transition risks  

• Better capture of climate transition opportunities / cleantech 

Target features after transition to EU Climate Transition indices* 

Sector exposure Sector neutral vis-à-vis ‘High Climate Impact’ and ‘Low Climate 

Impact’ sectors3 

Decarbonisation  Target of minimum -7% per annum 

Exclusions Violation of global norms, controversial weapons, tobacco  

Worldwide GHG emissions trajectory  
The path to decarbonisation4 

Chosen EU scenario is the IPCC pathway called “1.5°C with no or limited overshoot” 

 

Net global greenhouse gas (GHG) emissions to reach net zero in 2050; gross 

emissions would still be positive (offset by carbon dioxide removal techniques). 

1Source: IPCC Special Report (SR15) to the UN, October 2018. 2Source: IMF, “Long-term Macroeconomic Effects of Climate Change” (2019), Kahn et al.  
3As per NACE European Nomenclature of Economic Activities 4Source: EU TEG on Sustainable Finance, based on data from IPCC AR5 Climate Change 
2014 Synthesis Report, IPCC SR15 report Chapter 2 and Global Carbon Budget, 2018. 
*MSCI intends to transition the methodology of the existing MSCI Climate Changes Indexes to align with EU CTB requirements in Q1 2021. This transition will 
be subject to a global public consultation as per MSCI’s policies. 

FOR PROFESSIONAL AND QUALIFIED INVESTORS ONLY. This document is for the exclusive use of investors acting on their own account 
and categorised either as “Eligible Counterparties” or “Professional Clients” within the meaning of Markets in Financial Instruments Directive 
2014/65/EU This document is reserved and must be given in Switzerland exclusively to Qualified Investors as defined by the Swiss Collective 
Investment Scheme Act of 23 June 2006 (as amended from time to time, CISA). 

https://report.ipcc.ch/sr15/pdf/sr15_spm_final.pdf
https://report.ipcc.ch/sr15/pdf/sr15_spm_final.pdf
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EU Climate Transition Benchmarks – key requirements as per EU Delegated Acts5 

EU CTB criteria Minimum requirements 

Carbon intensity reduction 
Scope 1 + 2 and (+ 3 for Oil & Gas and Mining) 
 

(+ Scope 3 for every sector within a 4Y phase-in period) 

-30% 

Baseline exclusions  
(by 31 December 2022) 

- Controversial weapons 
- Tobacco producers/cultivators 
- 6 Environmental Objectives (EU Taxonomy), "Do no significant harm" * 
- Societal norms violators: 
   • UN Global Compact 
   • OECD Guidelines for Multinational Enterprises 

Decarbonisation trajectory Minimum 7% per annum 

Exposure to carbon intensive sectors** At least collectively equal to parent index (no underweight) 

Bonus for Science-Based Targets 
Index administrators shall consider increasing the  
weights of companies that set approved SBTs 

 

The MSCI solution 

 

Next generation climate change indices 

 Current low carbon benchmarks focus 

on relative risk, while new MSCI 

Climate Change indices shift the focus to 

absolute impact in terms of global 

emissions reduction 

 Furthermore, current solutions are 

largely backward-looking, while the 

new indices additionally consider 

forward-looking management criteria 

An absolute solution capturing three main dimensions 

 

 

 

 

 
Mitigate risk 

Carbon footprint  
reduction, downweighting 
of fossil fuel reserves…etc  

  
 

Capture cleantech 
Exposure to “pure-play” 

companies offering 
environmental solutions 

 

 

 

 

 
Promote stewardship 

Rewarding good 
governance, policies, 

targets…etc  

The Low Carbon Transition Score 

 Eligible securities of the parent MSCI 

index are reweighted based on MSCI’s 

proprietary LCT Score 

 The LCT Score combines ‘transition risk 

exposure’ as measured by carbon 

intensity with ‘transition risk 

management’ criteria  

 Companies not rated by MSCI ESG 

Research for LCT Assessment, and/or 

involved in controversial weapons 

businesses are excluded 

A 3-step approach 

 

 

 

 

 

5Source: Lyxor International Asset Management, EU Delegated Acts as regards minimum standards for EU Climate Transition Benchmarks and EU Paris-
Aligned Benchmarks, July 2020. 
*EU 6 Objectives (Taxonomy): 1) Climate change mitigation, 2) Climate change adaptation, 3) Sustainable use and protection of water and marine resources, 
4) Transition to a circular economy, 5) Pollution prevention and control, 6) Protection and restoration of biodiversity and ecosystems **As defined under the 
European NACE sector classification system 

Measure  
LCT Risk  
Exposure 

 
 

 
Driven by (1) Products 

& Services and  
(2) Operations 

1 
Assess 

LCT Risk 
Management 

 
 

 
Strength of companies’ 

efforts in managing risks 
and opportunities 

Calculate 
LCT Category  

& Score 

 
 

 
Adjust Risk Exposure 

Score for Risk 
Management (rewarding 
top quartile companies) 

2 3 

→ + 
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What are the MSCI LCT Categories?6 

Category Asset Stranding Product Transition Operational Transition Neutral Solutions 

Risk / 
Opportunity 

Potential to experience 
“stranding” of physical/ 
natural assets due to 
regulatory, market, or 
technological forces 

arising from low carbon 
transition  

(e.g. coal mining) 

Reduced demand for 
carbon intensive products 

and services. Leaders 
and laggards are defined 

by the ability to shift 
product portfolio to low 

carbon products  
(e.g. oil & gas exploration) 

Increased operational 
and/or capital cost due to 

carbon taxes and/or 
investment in carbon 
emission mitigation 
measures leading to 

lower profitability  
(e.g. fossil fuel-based 

power generation) 

Limited exposure to LCT 
carbon risk, though 
companies in this 

category could have 
exposure to physical risk 
and/or indirect exposure 
to LCT risk via lending, 

investment…etc  
(e.g. consumer staples) 

Potential to benefit 
through the growth of low 

carbon products and 
services  

(e.g. renewables) 

 

 

Redistributing index weights based on MSCI LCT Score and Category6 

 

 
Category weights tilted according to 
their respective category multiplier 

 

x3 
 

 
x1 
 

 
x0.667 
 

x0.333 
 

x0.167 

Why Lyxor for Climate Transition ETFs? 

     

Accomplished 
The first ecosystem of 
ETFs designed for EU 

CTB eligibility7 

Green 
A simple way to help 

transition to a low 
carbon world (+1.5°C 

pathway) 

Science-based 
Grounded in IPCC scenarios 

and SBT, TCFD & TEG 
recommendations 

Dependable 
Indices built by MSCI, a 
leader in indexing and 

ESG Research 

Far reaching 
Four broad based 

exposures → USA, EM, 
World and Europe 

UCITS ETF Index Name 
Replication 

Type 
Bloomberg 

Tickers 
Trading 

Currencies 
ISIN TER7 

Lyxor MSCI USA  
Climate Change 

MSCI USA Climate Change NTR Synthetic CLUS EUR, USD LU2055175025 0.15% 

Lyxor MSCI EM  
Climate Change 

MSCI Emerging Markets Climate 
Change NTR 

Synthetic CLEM EUR, USD LU2056738144 0.25% 

Lyxor MSCI World  
Climate Change (DR) 

MSCI World Climate Change NTR Physical CLWD EUR, USD LU2056739464 0.20% 

Lyxor MSCI Europe  
Climate Change (DR) 

MSCI Europe Climate Change NTR Physical CLEU EUR, USD LU2056738490 0.15% 
 

6Source: MSCI. For illustrative purposes only. 7Source: Lyxor International Asset Management, as at 01/10/2020. TERs correct as at 01/10/2020. Statements 
about Lyxor credentials refer to the European UCITS ETF market only. Underlying indices are not currently considered EU CTB benchmarks but will aim to be 
depending on MSCI’s implementation of final requirements of EU Delegated Acts as regards EU Climate Transition Benchmarks. 



Embrace ESG | Climate ETFs Marketing document. For professional and qualified investors only. Oct 2020 4 
 

Find us online 
www.lyxoretf.com 

 

 

Knowing your risk 
It is important for potential investors to evaluate the risks 
described below and in the fund prospectus on our 
website www.lyxoretf.com 
 
Capital at risk 
ETFs are tracking instruments: Their risk profile is similar 
to a direct investment in the Underlying index. Investors’ 
capital is fully at risk and investors may not get back the 
amount originally invested. 
 
Replication risk 
The fund objectives might not be reached due to 
unexpected events on the underlying markets which will 
impact the index calculation and the efficient fund 
replication. 
 
Counterparty risk 
With synthetic ETFs, investors are exposed to risks 
resulting from the use of an OTC swap with Societe 
Generale. In-line with UCITS guidelines, the exposure to 
Société Générale cannot exceed 10% of the total fund 
assets. Physically replicated ETFs may have 
counterparty risk if they use a securities lending 
programme 
 
Underlying risk 

The Underlying index of a Lyxor ETF may be complex and 
volatile. For example, when investing in commodities, the 
Underlying index is calculated with reference to commodity 
futures contracts exposing the investor to a liquidity risk 
linked to costs such as cost of carry and transportation. 
ETFs exposed to Emerging Markets carry a greater risk of 
potential loss than investment in Developed Markets as 
they are exposed to a wide range of unpredictable 
Emerging Market risks. 
 
Currency risk 
ETFs may be exposed to currency risk if the ETF is 
denominated in a currency different to that of the 
Underlying index they are tracking. This means that 
exchange rate fluctuations could have a negative or 
positive effect on returns. 
 
Liquidity risk 
Liquidity is provided by registered market-makers on the 
respective stock exchange where the ETF is listed, 
including Societe Generale. On exchange, liquidity may 
be limited as a result of a suspension in the underlying 
market represented by the Underlying index tracked by 
the ETF; a failure in the systems of one of the relevant 
stock exchanges, or other market-maker systems; or an 
abnormal trading situation or event. 
 
Concentration risk 
Thematic and Smart Beta ETFs select stocks or bonds 
for their portfolio from the original benchmark index. 
Where selection rules are extensive it can lead to a more 
concentrated portfolio where risk is spread over fewer 
stocks than the original benchmark. 

Important information 

This document is for the exclusive use of investors acting on their 
own account and categorised either as “eligible counterparties” or 
“professional clients” within the meaning of markets in financial 
instruments directive 2014/65/EU. This communication is not 
directed at retail clients. Except in the UK, where the document is 
issued by Lyxor Asset Management UK LLP, which is authorized 
and regulated by the Financial Conduct Authority in the UK under 
Registration Number 435658, this document is issued by Lyxor 
International Asset Management (LIAM), a French management 
company authorized by the Autorité des marchés financiers and 
placed under the regulations of the UCITS (2014/91/EU) and 
AIFM (2011/61/EU) Directives. Société Générale is a French 
credit institution (bank) authorised by the Autorité de contrôle 
prudentiel et de résolution (the French Prudential Control 
Authority). Some of the funds described in this brochure are sub-
funds of either Multi Units Luxembourg or Lyxor Index Fund, being 
both investment companies with Variable Capital (SICAV) 
incorporated under Luxembourg Law, listed on the official list of 
Undertakings for Collective Investment, and have been approved 
and authorised by the CSSF under Part I of the Luxembourg Law 
of 17th December 2010 (the “2010 Law”) on Undertakings for 
Collective Investment in accordance with provisions of the 
Directive 2009/65/EC (the “2009 Directive”) and subject to the 
supervision of the Commission de Surveillance du Secteur 
Financier (CSSF). 
 
Alternatively, some of the funds described in this document are 
either (i) French FCPs (fonds commun de placement) or (ii) sub-
funds of Multi Units France a French SICAV, both the French 
FCPs and sub-funds of Multi Units France are incorporated under 
the French Law and approved by the French Autorité des marchés 
financiers. Each fund complies with the UCITS Directive 
(2009/65/CE) and has been approved by the French Autorité des 
marchés financiers. Société Générale and Lyxor AM recommend 
that investors read carefully the “risk factors” section of the 
product’s prospectus and Key Investor Information Document 
(KIID). The prospectus and the KIID are available in French on the 
website of the AMF (www.amf-france.org). The prospectus in 
English and the KIID in the relevant local language (for all the 
countries referred to, in this document as a country in which a 
public offer of the product is authorised) are available free of 
charge on Lyxoretf.com or upon request to client-services-etf@ 
lyxor.com. The products are the object of market-making 
contracts, the purpose of which is to ensure the liquidity of the 
products on NYSE Euronext Paris, Deutsche Boerse (Xetra) and 
the London Stock Exchange, assuming normal market conditions 
and normally functioning computer systems. Units of a specific 
UCITS ETF managed by an asset manager and purchased on the 
secondary market cannot usually be sold directly back to the asset 
manager itself. Investors must buy and sell units on a secondary 
market with the assistance of an intermediary (e.g. a stockbroker) 
and may incur fees for doing so. In addition, investors may pay 
more than the current net asset value when selling them. Updated 
composition of the product’s investment portfolio is available on 
www. lyxoretf.com. 
 
In addition, the indicative net asset value is published on the 
Reuters and Bloomberg pages of the product and might also be 
mentioned on the websites of the stock exchanges where the 
product is listed. Prior to investing in the product, investors should 
seek independent financial, tax, accounting and legal advice. It is 
each investor’s responsibility to ascertain that it is authorised to 
subscribe or invest into this product. This document together with 
the prospectus and/or more generally any information or 
documents with respect to or in connection with the Fund does not 
constitute an offer for sale or solicitation of an offer for sale in any 
jurisdiction (i) in which such offer or solicitation is not authorized, 
(ii) in which the person making such offer or solicitation is not 
qualified to do so, or (iii) to any person to whom it is unlawful to 
make such offer or solicitation. In addition, the shares are not 
registered under the U.S Securities Act of 1933 and may not be 
directly or indirectly offered or sold in the United States (including 
its territories or possessions) or to or for the benefit of a U.S 
Person (being a “United State Person” within the meaning of 
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Regulation S under the Securities Act of 1933 of the United States, as 
amended, and/or any person not included in the definition of “Non-
United States Person” within the meaning of Section 4.7 (a) (1) (iv) of 
the rules of the U.S. Commodity Futures Trading Commission.). No 
U.S federal or state securities commission has reviewed or approved 
this document and more generally any documents with respect to or in 
connection with the fund. Any representation to the contrary is a 
criminal offence. This document is of a commercial nature and not of a 
regulatory nature. This document does not constitute an offer, or an 
invitation to make an offer, from Société Générale, Lyxor Asset 
Management (together with its affiliates, Lyxor AM) or any of their 
respective subsidiaries to purchase or sell the product referred to 
herein. These funds include a risk of capital loss. The redemption value 
of this fund may be less than the amount initially invested. The value of 
this fund can go down as well as up and the return upon the investment 
will therefore necessarily be variable. In a worst-case scenario, 
investors could sustain the loss of their entire investment. This 
document is confidential and may be neither communicated to any third 
party (with the exception of external advisors on the condition that they 
themselves respect this confidentiality undertaking) nor copied in whole 
or in part, without the prior written consent of Lyxor AM or Société 
Générale. The obtaining of the tax advantages or treatments defined in 
this document (as the case may be) depends on each investor’s 
particular tax status, the jurisdiction from which it invests as well as 
applicable laws. This tax treatment can be modified at any time. We 
recommend to investors who wish to obtain further information on their 
tax status that they seek assistance from their tax advisor. The 
attention of the investor is drawn to the fact that the net asset value 
stated in this document (as the case may be) cannot be used as a 
basis for subscriptions and/or redemptions. The market information 
displayed in this document is based on data at a given moment and 
may change from time to time. 

 


