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What’s changing?  

FTSE Russell (FTSE) and Bloomberg have announced upcoming changes to the index exclusion 

methodology used to construct the respective indexes tracked by Vanguard’s range of Ethically Conscious 

exchange-traded funds (ETFs). 

These changes will deliver greater consistency of index methodology across the exclusionary ESG funds 

and ETFs offered by Vanguard across the world. This closer alignment of methodology across asset 

classes will enable investors to construct broadly diversified ESG portfolios that follow consistent 

approaches to screening. 

The new screening methodologies will be implemented as part of the first-quarter 2022 index rebalances, 

which are scheduled for 21 March for the equity indexes and 31 March for the bond indexes. While these 

changes will promote consistency across Vanguard’s Ethically Conscious line-up, no material changes to 

the affected funds’ investment characteristics, diversification, portfolio turnover, or tax-efficiency are 

expected. 

The new index methodologies will screen companies based on their involvement in primary activities (such 

as producing and manufacturing) and, in some cases, secondary activities in the excluded categories. The 

changes will also result in consistent revenue thresholds on primary and secondary activities being applied 

across the equity and fixed interest exclusion methodologies, reflecting three different levels of restriction as 

presented in the table below. 

 



 
 

  

Categories Revenue threshold 

Primary 
involvement 

Secondary 
involvement 

Least restrictive Adult Entertainment, Alcohol and Gambling 5% 10% 

Moderately restrictive 
Tobacco/Cannabis and Conventional 
(Military) Weapons 

0% 5% 

Most restrictive 
Controversial Weapons, Civilian Firearms, 
Nuclear Power and Fossil Fuels 

0% 0% 

 

Prior to the methodology changes, there were differences in the revenue thresholds applied across the 

equity and fixed income exclusion methodologies. In addition, the equity indexes screened mainly on 

primary involvement, with limited secondary exclusions. Given the broad range of ESG investment 

approaches that can be employed, this transparent index methodology reflects Vanguard’s commitment to 

ensure investors have clarity about their investments. 

Since its founding in 1975, Vanguard has employed a rigorous, disciplined process for vetting investment 

strategies to ensure that they meet the enduring needs of investors. Vanguard is dedicated to the research and 

development of a low-cost, high-quality global line-up of ESG products. Vanguard has offered ESG investments 

for more than 20 years and continues to evaluate options in this category that help investors reach their financial 

goals while limiting exposure to certain ESG risks, or aligning investments with their values. 

 

Further Information 

If you have any queries on Vanguard Active ETFs, please visit vanguard.com.au 

Investors should consider the Prospectus or Product Disclosure Statement (“PDS”) in deciding whether to acquire Vanguard 

ETFs. Retail investors can only use the Prospectus or PDS for informational purposes. Distributors of our products must consider 

our Target Market Determinations (“TMDs”) which describe the investors for whom the product would likely be appropriate and 

consistent with their objectives, financial situation and needs. You can access the PDS, Prospectuses and TMDs at 

vanguard.com.au 

Vanguard ETFs will only be issued to Authorised Participants - that is persons who have entered into an Authorised Participant 

agreement with Vanguard. Retail investors can transact in Vanguard ETFs through a stockbroker or financial adviser on the 

secondary market.  

© 2022 Vanguard Investments Australia Ltd (ABN 72 072 881 086 / AFS Licence 227263) is the product issuer and is a wholly 

owned subsidiary of The Vanguard Group, Inc. based in the US. All rights reserved.  

The Vanguard Ethically Conscious International Shares Index ETF and the Vanguard Ethically Conscious Australian Shares ETF 

have been developed solely by Vanguard and are not in any way connected to or sponsored, endorsed, sold or promoted by the 

London Stock Exchange Group plc and its group undertakings (collectively, the “LSE Group”). FTSE Russell is a trading name of 

certain of the LSE Group companies. 

The LSE Group includes FTSE International Limited ("FTSE"), Frank Russell Company ("Russell"), MTS Next Limited ("MTS"), 

and FTSE Global Debt Capital Markets Inc. ("FTSE Canada"). All rights reserved. "FTSE®", "Russell®", "MTS®" and "FTSE 

Russell®" and other service marks and trademarks related to the FTSE or Russell indexes are trademarks of the LSE Group and 

are used under licence.  All information is provided for information purposes only. None of the LSE Group nor their licensors is 



 
 

responsible or liable for any errors or for any loss from use of this publication. Neither the LSE Group nor any of their licensors 

make any claim, prediction, warranty or representation whatsoever, expressly or impliedly, either as to the results to be obtained 

from the use of the FTSE Developed ex-Australia Choice Index (the ”Index”) or the fitness or suitability of the Index for any 

particular purpose to which they might be put. The LSE Group does not provide investment advice and nothing in this publication 

should be taken as constituting financial or investment advice. The LSE Group makes no representation regarding the advisability 

of investing in any asset. A decision to invest in any such asset should not be made in reliance on any information herein. Inclusion 

of an asset in an index is not a recommendation to buy, sell or hold that asset. The general information contained in this publication 

should not be acted upon without obtaining specific legal, tax, and investment advice from a licensed professional. No part of the 

data herein may be reproduced, stored in a retrieval system or transmitted in any form or by any means, electronic, mechanical, 

photocopying, recording or otherwise, without prior written permission of the LSE Group. Distribution of the LSE Group’s index 

values and the use of their indexes to create financial products require a licence with the appropriate LSE Group company, which 

includes FTSE, FTSE Canada, MTS and/or Russell. 

BLOOMBERG® is a trademark of Bloomberg Finance L.P. or its affiliates. BARCLAYS® is a trademark and service mark of 

Barclays Bank Plc (collectively with its affiliates, “Barclays”). MSCI® is a trademark and service mark of MSCI, Inc. (collectively 

with its affiliates, including MSCI ESG Research LLC (“MSCI ESG”), “MSCI”).  These marks are used under license. Bloomberg 

Finance L.P. and its affiliates, including Bloomberg Index Services Limited (“BISL”) (collectively, “Bloomberg”), or Bloomberg’s 

licensors own all proprietary rights in the “Bloomberg Barclays MSCI Global Aggregate SRI Exclusions Float Adjusted IndexSM 

(“Index”) which Index is determined, composed and calculated by BISL, or any successor thereto, based on environmental, social 

and governance research provided by MSCI ESG. Neither Bloomberg, Barclays nor MSCI is affiliated with Vanguard as Issuer of 

Vanguard Ethically Conscious Global Aggregate Bond Index (Hedged) ETF (collectively, “Funds”), and neither Bloomberg, 

Barclays nor MSCI approves, endorses, reviews or recommends the Funds. Bloomberg, Barclays and MSCI do not guarantee 

the timeliness, accurateness or completeness of any data or information relating to the Index, and none shall be liable in any way 

to the Issuer, investors in the Funds or other third parties in respect of the use or accuracy of the Index or any data included 

therein. 
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