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S&P Dow Jones Indices  
Statements in Respect to ESMA’s Guidelines 

on ETFs and Other UCITS Issues 

On Dec. 18, 2012, the European Securities and Market Authority (“ESMA”) published guidelines 

on exchange-traded funds (ETFs) and other Undertakings for the Collective Investment in 

Transferable Securities (UCITS) issues. Those guidelines went into effect beginning Feb. 18, 

2013, and were subsequently revised and updated by ESMA and published on Aug. 1, 2014—

ESMA/2014/937 (the “Guidelines”). The Guidelines apply to competent authorities, UCITS 

management companies, and UCITS taking the form of self-managed investment companies. 

The purpose of the Guidelines is to provide guidance on the information that should be made 

available to investors with respect to index-tracking UCITS and UCITS ETFs. 

This document is intended to help communicate S&P Dow Jones Indices’ (“S&P DJI”) response 

to frequently asked questions with respect to certain S&P DJI indices, including applicable sub-

indices (collectively the “S&P DJI Indices”). The information contained in this document is 

confined to the relevant sections of the Guidelines, specifically Section V, Guideline 9(a), and 

Section XIII on financial indices. 

Please note that while the Guidelines do not apply to S&P DJI, this document shares S&P DJI’s 

evaluation of S&P DJI Indices in light of the Guidelines, specifically in relation to the use of 

financial indices in UCITS funds. 

S&P DJI has published this document for informational purposes only. The information 

contained herein does not constitute: (1) legal or investment advice; (2) any recommendation to 

use any S&P DJI Index or any other index that may be administered by S&P DJI; (3) any 

representation or warranty with respect to the S&P DJI Indices or any other index that may be 

administered by S&P DJI. ESMA or other regulators may issue guidance from time to time that 

may differ from the Guidelines. S&P DJI may change its policies, procedures, and index 

methodologies from time to time at its discretion. This document may be amended by S&P DJI 

at any time without notice. 

https://www.esma.europa.eu/sites/default/files/library/2015/11/esma-2014-0011-01-00_en_0.pdf


 

 

August 2019 

 

Page 2 of 8 

 

SECTION V. INDEX-TRACKING UCITS 

Guideline No. 9(a): The prospectus of an index-tracking UCITS should include a clear 

description of the indices including information on their underlying components. In order to avoid 

the need to update the document frequently, the prospectus can direct investors to a website 

where the exact compositions of the indices are published. 

S&P DJI Response 

S&P DJI publishes a methodology for each S&P DJI Index and supplemental methodologies 

(such as the Equity Indices Policies & Practices). The methodology and supplemental 

methodologies provide a clear description of the relevant S&P DJI Index series and the full 

calculation methodology, detailed information on the selection of index constituents, and 

rebalancing methodologies. Each methodology is freely available on our website. 

SECTION XIII. FINANCIAL INDICES 

Guideline No. 49: When a UCITS intends to make use of the increased diversification limits 

referred to in Article 53 of the UCITS Directive, this should be disclosed clearly in the 

prospectus together with a description of the exceptional market conditions which justify this 

investment. 

S&P DJI Response 

It is the UCITS’ responsibility to ensure that the use of the increased diversification limits and 

the description of exceptional market conditions are disclosed clearly in the prospectus. The 

onus is also on the UCITS to confirm that the S&P DJI Index it is replicating fulfils the criteria set 

out in Article 53 of the UCITS Directive. S&P DJI shall cooperate with the relevant competent 

authority in each member state in relation to any assessment undertaken by such competent 

authority as to whether or not the S&P DJI Equity Index does in fact fulfil such criteria. 

Guideline No. 50: A UCITS should not invest in a financial index which has a single component 

that has an impact on the overall index return which exceeds the relevant diversification 

requirements i.e. 20%/35%.  In the case of a leveraged index, the impact of one component on 

the overall return of the index, after having taken into account the leverage, should respect the 

same limits. 

S&P DJI Response 

The applicable S&P DJI Index methodology describes the rules for weighting index constituents. 

All S&P DJI Index methodologies are published on our website. In addition, S&P DJI makes 

available the constituents and their percentage weightings for certain S&P DJI Indices on a 

delayed basis; such information can be found on our website here (under Supplemental Data). 

Clients should review such information to assess their compliance with Guideline No. 50. 

https://spdji.com/
https://spdji.com/
https://spglobal.com/spdji/en/governance/regulatory-information/
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Guideline No. 51: A UCITS should not invest in commodity indices that do not consist of 

different commodities. Sub-categories of the same commodity (for instance, from different 

regions or markets or derived from the same primary products by an industrialised process) 

should be considered as being the same commodity for the calculation of the diversification 

limits. For example, WTI Crude Oil, Brent Crude Oil, Gasoline or Heating Oil contracts should 

be considered as being all sub-categories of the same commodity (i.e. oil).  Sub-categories of a 

commodity should not be considered as being the same commodity if they are not highly 

correlated. With respect to the correlation factor, two components of a commodity index that are 

sub-categories of the same commodity should not be considered as highly correlated if 75% of 

the correlation observations are below 0.8. For that purpose the correlation observations should 

be calculated (i) on the basis of equally-weighted daily returns of the corresponding commodity 

prices and (ii) from a 250-day rolling time window over a 5-year period. 

S&P DJI Response 

The applicable S&P DJI Index methodology describes the rules for weighting index constituents. 

All S&P DJI Index methodologies are published on our website. In addition, S&P DJI makes 

available the constituents and their percentage weightings for certain S&P DJI Indices on a 

delayed basis; such information can be found on our website here (under Supplemental Data). 

Clients should review such information to assess their compliance with Guideline No. 51. 

Guideline No. 52: A UCITS should be able to demonstrate that an index satisfies the index 

criteria in Article 53 of the UCITS Directive and Article 9 of the Eligible Assets Directive, 

including that of being a benchmark for the market to which it refers. For that purpose: 

a) an index should have a clear, single objective in order to represent an adequate 

benchmark for the market; 

b) the universe of the index components and the basis on which these components are 

selected for the strategy should be clear to investors and competent authorities; 

c) if cash management is included as part of the index strategy, the UCITS should be able 

to demonstrate that this does not affect the objective nature of the index calculation 

methodology. 

S&P DJI Response 

In relation to Guideline No. 52a). The methodology document and factsheet for each S&P DJI 

Index clearly state the objective of the relevant index. These documents are freely available on 

our website. 

In relation to Guideline No. 52b). The universe of index components and the basis on which 

those components are selected are clearly stated in S&P DJI’s methodology documents. These 

documents are freely available on our website. 

https://spdji.com/
https://spglobal.com/spdji/en/governance/regulatory-information/
https://spdji.com/
https://spdji.com/
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In relation to Guideline No. 52c). If a cash management component is included within an S&P 

DJI Index, then this is stated in the relevant index methodology. A cash management 

component may be used within an index in order to meet its stated objective; for example, risk 

control indices consist of a cash position and an underlying position in an index, such as an 

equity index, where allocations to cash and the underlying index change dynamically based on 

the volatility of the underlying index. 

Guideline No. 53: An index should not be considered as being an adequate benchmark of a 

market if it has been created and calculated on the request of one, or a very limited number of, 

market participants and according to the specifications of those market participants. 

S&P DJI Response 

The majority of S&P DJI Indices are developed as a result of research, demand, and/or 

feedback from market participants and are available for use by all clients, subject to S&P DJI’s 

standard licensing terms. From time to time, S&P DJI will develop an index as a result of a 

specific request from a client. If you require further information in respect to a specific S&P DJI 

Index, please notify S&P DJI by sending an email to S&P DJI’s client services at 

index_services@spglobal.com. 

Guideline No. 54: The UCITS’ prospectus should disclose the rebalancing frequency and its 

effects on the costs within the strategy. 

S&P DJI Response 

The rebalancing frequency is disclosed within the methodology for the applicable S&P DJI 

Index, available here. There are no specific costs associated with the rebalancing of an S&P DJI 

Index. However, S&P DJI is not in a position to comment on the effect that the rebalancing may 

have on the cost of a UCITS. 

Guideline No. 55: A UCITS should not invest in a financial index whose rebalancing frequency 

prevents investors from being able to replicate the financial index. Indices which rebalance on 

an intra-day or a daily basis do not satisfy this criterion. For the purposes of these guidelines, 

technical adjustments made to financial indices (such as leveraged indices or volatility target 

indices according to publicly available criteria) should not be considered as rebalancing in the 

context of this paragraph. 

S&P DJI Response 

The rebalancing frequency is disclosed within the methodology document for the applicable 

S&P DJI Index, available on our website. Most S&P DJI Indices are rebalanced quarterly; 

however, some S&P DJI Indices are rebalanced on a more frequent basis. 

Guideline No. 56: UCITS should not invest in financial indices for which the full calculation 

methodology to, inter alia, enable investors to replicate the financial index is not disclosed by 

mailto:index_services@spglobal.com
https://spdji.com/
https://spdji.com/
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the index provider. This includes providing detailed information on index constituents, index 

calculation (including effect of leverage within the index), re-balancing methodologies, index 

changes and information on any operational difficulties in providing timely or accurate 

information. Calculation methodologies should not omit important parameters or elements to be 

taken into account by investors to replicate the financial index. This information should be easily 

accessible, free of charge, by investors and prospective investors, for example, via the internet. 

Information on the performance of the index should be freely available to investors. 

S&P DJI Response 

S&P DJI publishes the methodology for each S&P DJI Index.  The methodology (including the 

supplemental methodologies) provides a clear description of the relevant S&P DJI Index series 

and the full calculation methodology, detailed information on index constituents (including the 

effect of leverage within an S&P DJI Index), and rebalancing methodologies. Each methodology 

is freely available on our website. The methodology documents enable users to calculate the 

index. However, it should be noted that these documents will not necessarily allow a user to 

independently replicate an index following rebalance. This is due to a few reasons, such as the 

discretion afforded to the index committee when selecting constituents that meet the eligibility 

criteria, source data discrepancies, and any optimization process that may apply. 

Guideline No. 57: A UCITS should not invest in financial indices that do not publish their 

constituents together with their respective weightings. This information should be easily 

accessible, free of charge, by investors and prospective investors, for example, via the internet. 

Weightings may be published after each re-balancing on a retrospective basis. The information 

should cover the previous period since the last rebalancing and include all levels of the index. 

S&P DJI Response 

S&P DJI publishes index levels on an end-of-day basis (and in some instances on an intra-day 

basis). In advance of the next index rebalancing, S&P DJI will publish the names of the 

constituents and constituent percentage weights for the previous period for those S&P DJI 

Indices that are the basis of UCITS ETFs. The data will be updated following each rebalancing 

and is available here (under Supplemental Data). 

Guideline No. 58: A UCITS should not invest in financial indices whose methodology for the 

selection and the re-balancing of the components is not based on a set of pre-determined rules 

and objective criteria. 

S&P DJI Response 

The selection of the components of the S&P DJI Indices is based on objective documented 

criteria that is publicly available. The methodology documents and other related documents are 

designed to show the users how the S&P DJI Indices are run. Discretion, often necessary in 

implementing the index in the marketplace, is exercised within pre-defined parameters. 

https://spdji.com/
https://spglobal.com/spdji/en/governance/regulatory-information/
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Guideline No. 59: A UCITS should not invest in financial indices whose index provider accepts 

payments from potential index components for inclusion in the index. 

S&P DJI Response 

The composition of each S&P DJI Index is based solely on whether a company or security 

meets the criteria and rules set down in the index methodology and related documents. S&P DJI 

does not accept payments from potential index components for inclusion in an S&P DJI Index. 

Guideline No. 60: A UCITS should not invest in financial indices whose methodology permits 

retrospective changes to previously published index values (‘backfilling’). 

S&P DJI Response 

It is common industry practice to correct certain types of errors or lagged data, generally related 

to errors in prices or corporate actions. S&P DJI does not view these actions as backfilling and 

does not interpret Guideline No. 60 as covering these sorts of actions. We interpret backfilling to 

mean retroactive constituent changes in the indices, which is not a practice in which S&P DJI 

engages. For more information, please refer to the Error Correction section of the Policies & 

Practices methodology documents for Equity and Fixed Income, available here. 

Guideline No. 61: A UCITS should carry out appropriate documented due diligence on the 

quality of the index. This due diligence should take into account whether the index methodology 

contains an adequate explanation of the weightings and classification of the components on the 

basis of the investment strategy and whether the index represents an adequate benchmark. The 

due diligence should also cover matters relating to the index components. The UCITS should 

also assess the availability of information on the index including: 

a) whether there is a clear narrative description of the benchmark; 

b) whether there is an independent audit and the scope of such audit; 

c) the frequency of index publication and whether this will affect the ability of the UCITS to 

calculate its net asset value. 

S&P DJI Response 

In relation to Guideline No. 61a). The S&P DJI Index methodologies provide a clear 

description of the index.  S&P DJI Index methodologies are available on our website. 

In relation to Guideline No. 61b). There is no external independent review of the S&P DJI 

Indices. S&P DJI is an independent index provider and does not issue, trade, underwrite, 

promote, endorse, or place any securities or financial products. S&P DJI does undertake an 

annual external audit of its index governance and operations in order to assess and confirm our 

alignment with the IOSCO Principles for Financial Benchmarks. Please click here for further 

details. 

https://spglobal.com/spdji/en/governance/methodologies/#methodology-information
https://spdji.com/
https://spglobal.com/spdji/en/governance/regulatory-information/
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In relation to Guideline No. 61c). S&P DJI Indices are published daily according to a specific 

schedule. For select indices, the index levels are available intraday at pre-defined intervals. The 

intervals vary by index but are generally between 1 second and 30 seconds. 

Guideline No. 62- A UCITS should ensure that the financial index is subject to independent 

valuation. 

S&P DJI Response 

S&P DJI does not have a vested interest in the numerical values of the S&P DJI Indices. S&P 

DJI is an independent index provider and does not issue, trade, underwrite, promote, endorse, 

or place any securities or financial products. In addition, we generally receive prices from third 

party data providers and perform checks on that data, and then calculate our indices using that 

data. Moreover, S&P DJI has adopted and implemented policies and procedures to ensure the 

integrity and independence of S&P DJI Indices by providing for the identification, disclosure, 

management, mitigation, and avoidance of actual or potential conflicts of interest. 
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GENERAL DISCLAIMER 

Copyright © 2019 S&P Dow Jones Indices LLC. All rights reserved. STANDARD & POOR’S, S&P, S&P 500, S&P 500 LOW 
VOLATILITY INDEX, S&P 100, S&P COMPOSITE 1500, S&P MIDCAP 400, S&P SMALLCAP 600, S&P GIVI, GLOBAL TITANS, 
DIVIDEND ARISTOCRATS, S&P TARGET DATE INDICES, GICS, SPIVA, SPDR and INDEXOLOGY are registered trademarks of 
Standard & Poor’s Financial Services LLC, a division of S&P Global (“S&P”). DOW JONES, DJ, DJIA and DOW JONES 
INDUSTRIAL AVERAGE are registered trademarks of Dow Jones Trademark Holdings LLC (“Dow Jones”). These trademarks 
together with others have been licensed to S&P Dow Jones Indices LLC. Redistribution or reproduction in whole or in part are 
prohibited without written permission of S&P Dow Jones Indices LLC. This document does not constitute an offer of services in 
jurisdictions where S&P Dow Jones Indices LLC, S&P, Dow Jones or their respective affiliates (collectively “S&P Dow Jones 
Indices”) do not have the necessary licenses. Except for certain custom index calculation services, all information provided by S&P 
Dow Jones Indices is impersonal and not tailored to the needs of any person, entity or group of persons. S&P Dow Jones Indices 
receives compensation in connection with licensing its indices to third parties and providing custom calculation services. Past 
performance of an index is not an indication or guarantee of future results. 

It is not possible to invest directly in an index. Exposure to an asset class represented by an index may be available through 
investable instruments based on that index. S&P Dow Jones Indices does not sponsor, endorse, sell, promote or manage any 
investment fund or other investment vehicle that is offered by third parties and that seeks to provide an investment return based on 
the performance of any index. S&P Dow Jones Indices makes no assurance that investment products based on the index will 
accurately track index performance or provide positive investment returns. S&P Dow Jones Indices LLC is not an investment 
advisor, and S&P Dow Jones Indices makes no representation regarding the advisability of investing in any such investment fund or 
other investment vehicle. A decision to invest in any such investment fund or other investment vehicle should not be made in 
reliance on any of the statements set forth in this document. Prospective investors are advised to make an investment in any such 
fund or other vehicle only after carefully considering the risks associated with investing in such funds, as detailed in an offering 
memorandum or similar document that is prepared by or on behalf of the issuer of the investment fund or other investment product 
or vehicle. S&P Dow Jones Indices LLC is not a tax advisor. A tax advisor should be consulted to evaluate the impact of any tax-
exempt securities on portfolios and the tax consequences of making any particular investment decision. Inclusion of a security within 
an index is not a recommendation by S&P Dow Jones Indices to buy, sell, or hold such security, nor is it considered to be 
investment advice. 

These materials have been prepared solely for informational purposes based upon information generally available to the public and 
from sources believed to be reliable. No content contained in these materials (including index data, ratings, credit-related analyses 
and data, research, valuations, model, software or other application or output therefrom) or any part thereof (“Content”) may be 
modified, reverse-engineered, reproduced or distributed in any form or by any means, or stored in a database or retrieval system, 
without the prior written permission of S&P Dow Jones Indices. The Content shall not be used for any unlawful or unauthorized 
purposes. S&P Dow Jones Indices and its third-party data providers and licensors (collectively “S&P Dow Jones Indices Parties”) do 
not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Dow Jones Indices Parties are not 
responsible for any errors or omissions, regardless of the cause, for the results obtained from the use of the Content. THE 
CONTENT IS PROVIDED ON AN “AS IS” BASIS. S&P DOW JONES INDICES PARTIES DISCLAIM ANY AND ALL EXPRESS OR 
IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A 
PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT’S 
FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR 
HARDWARE CONFIGURATION. In no event shall S&P Dow Jones Indices Parties be liable to any party for any direct, indirect, 
incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, 
without limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the 
possibility of such damages. 

S&P Global keeps certain activities of its various divisions and business units separate from each other in order to preserve the 
independence and objectivity of their respective activities. As a result, certain divisions and business units of S&P Global may have 
information that is not available to other business units. S&P Global has established policies and procedures to maintain the 
confidentiality of certain non-public information received in connection with each analytical process. 

In addition, S&P Dow Jones Indices provides a wide range of services to, or relating to, many organizations, including issuers of 
securities, investment advisers, broker-dealers, investment banks, other financial institutions and financial intermediaries, and 
accordingly may receive fees or other economic benefits from those organizations, including organizations whose securities or 
services they may recommend, rate, include in model portfolios, evaluate or otherwise address. 


