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Fund overview
The fund was launched in February 2021 to offer 
exposure to the fast-growing universe of green 
bonds. Its benchmark index is the J.P. Morgan ESG 
Green Bond Focus Index. 
The index universe is green bonds issued across hard currency 
(USD, EUR and GBP denominated) credit and local currency 
government bonds across developed and emerging markets. 
The bonds must be labelled as 'green bonds' by the Climate 
Bonds Initiative to be eligible for the index in order to minimise 
any ‘greenwashing’. The index applies an ESG scoring 
methodology to tilt toward green bond issuers ranked higher 
on ESG criteria and ‘Certified Climate Bond’ issues, and to tilt 
away from green bond issues that have not been reviewed 
independently. The source for green bond labelling, 
certification and information on independent review is the 
Climate Bonds Initiative.

The L&G ESG Green Bond UCITS ETF has been designed  
with climate enhancements at the heart of its construction. 
With approximately zero carbon reserves intensity from coal 
and oil & gas and 14% green revenues, the fund offers a 
compelling, green solution.
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Sector breakdown

Green bond hierarchy, including LGIM’s investible starting point 
– the Climate Bonds Initiative green bond database: 
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fund characteristics

93% Investment grade credit

GBP
2%15%

USD
22%

EUR
76%

Currency denomination

Yield to maturity 0.8%

Modified duration 8.7 years

Credit quality is derived using Bloomberg functionality and is set as the middle rating of Moody's, Fitch and S&P as at August 2021; when a rating from only 
two agencies is available, the lower is used; if only one agency rates a bond, that rating is taken.

Certified Climate Bonds: 
Bonds certified under the Climate Bonds standard are verified by an 
Approved Verifier to determine whether the emissions profiles of the 
assets or projects being financed are on a trajectory to full 
decarbonisation by 2050.

Certified green bonds 
will have higher 
weightings in the index

Green bonds in the Climate Bonds Initiative green bond database:  
The Climate Bonds Initiative screens bonds for their green credentials 
and only bonds aligned with their criteria are entered into the database. 
Instruments that have not been independently reviewed (via Third Party 
Assurance, Second Party Opinion, Green Bond Rating, or Certification) 
will receive a one band downgrade.

LGIM’s investible 
universe starts with the 
Climate Bonds 
Initiative green bond 
database

Labelled green bonds: 
The universe of green bonds self-labelled by the issuer encompasses all 
green bonds in existence. LGIM excludes this category of green bonds if 
they are not in the Climate Bonds Initiative green bond database.

ESG tilting towards 
higher ESG / 
sustainability ranking 
issuers

“Green-ness”  
  hierarchy
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L&G ESG Green Bond ETF

M. Global Agg1

Yield per unit of duration

LGIM’s ESG Green Bond ETF could be considered  
the 'Global Aggregate of Green Bonds'

Bonds certified under the Climate Bonds standard

GBP
2%15%

USD
22%

EUR
76%

This case study compares the characteristics of 
the L&G ESG Green Bond UCITS ETF with a 
modified version of the J.P. Morgan Global 
Aggregate Bond Index. 
The modifications involve normalising the asset class base of 
the wider J.P.Morgan Global Aggregate Bond Index in an effort 
to arrive at the most comparable base by removing mortgage, 
agency and covered bonds from the index to arrive at the 
Modified Global Aggregate ('M. Global Agg').1

LGIM’s Green Bond ETF provides a remarkably similar risk 
return profile to the M. Global Agg  with a current yield pickup of  
around 10bps and slightly longer duration (0.6 years). The 
sector diversification is greater than that of the M. Global Agg. 
The L&G ESG Green Bond is primarily euro-denominated; 
Europe dominates in green bond issuance, driven by a more 
mature green bond market which includes many large issuers 
from both the private and public sector. This presents a strong 
case for the L&G ESG Green Bond ETF, which we feel could be 
classified as the ‘Global Aggregate of ESG Green Bonds’. 

Certified green bonds (independently 
verified by an approved verifier)

Green bonds (not certified, but included in the 
Climate Bond Initiative database) –  
L&G ESG Green Bond ETF minimum standard

+14% more certified green bonds  
in the L&G Green Bond ETF versus the 
J.P. Morgan Green Bond Index

Climate statistics L&G ESG  
Green Bond ETF

M. global agg2

Carbon emissions intensity (tonnes CO2e/$m revenues) 431 692

Carbon emissions footprint (tonnes CO2e/$m EVIC) 186 202

Carbon reserves intensity from coal and oil & gas  
(tonnes CO2e/$m EVIC)

30 887

Green revenues (% of revenues) 14% 13%

Relative improvement

38% lower carbon emissions intensity

8% lower carbon emissions footprint

29x less carbon reserves intensity 
from coal and oil & gas 

+7.4% higher green revenues

Source: LGIM, ISS (carbon), HSBC (green revenues), August 2021

Source: LGIM, August 2021 Source: LGIM, August 2021

L&G ESG Green Bond UCITS ETF |  
Case study

1M. Global Agg refers to the J.P. Morgan Global Aggregate Bond Index excluding MBS, Pfandbriefe, and US Agency instruments, since the green bond index 
does not include securitized instruments. 2M.Global Agg has been sector neutralised to the sector weightings of the L&G ESG Green Bond ETF to ensure 
the most appropriate relative comparison was performed. All bonds, green bonds as well as 'non-green' bonds, were considered across both fund and index 
for completeness.
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>93% Investment grade

Sector exposure

Currency exposure

M. Global Agg* L&G ESG GB

Credit quality3

*M. Global Agg refers to the J.P. Morgan Global Aggregate Bond Index excluding MBS, Pfandbriefe, and US Agency instruments, since the green bond index 
does not include securitized instruments. 3Credit quality is derived using Bloomberg functionality and is set as the middle rating of Moody's, Fitch and S&P; 
when a rating from only two agencies is available, the lower is used; if only one agency rates a bond, that rating is taken.

Source: LGIM, August 2021



Contact us
For further information about LGIM, please visit www.lgimetf.com or contact your usual LGIM representative.

Important information 

The information contained in this document (the ‘Information’) has been prepared by Legal & General Investment Management Limited, or by 
Legal and General Assurance (Pensions Management) Limited and/or their affiliates (‘Legal & General’, ‘we’ or ‘us’). Such Information is the 
property and/or confidential information of Legal & General and may not be disclosed by you to any other person without the prior written 
consent of Legal & General. 

No party shall have any right of action against Legal & General in relation to the accuracy or completeness of the Information, or any other 
written or oral information made available in connection with this publication. Any investment advice that we provide to you is based solely on 
the limited initial information which you have provided to us. No part of this or any other document or presentation provided by us shall be 
deemed to constitute ‘proper advice’ for the purposes of the Pensions Act 1995 (as amended). Any limited initial advice given relating to 
professional services will be further discussed and negotiated in order to agree formal investment guidelines which will form part of written 
contractual terms between the parties.

Past performance is no guarantee of future results. The value of an investment and any income taken from it is not guaranteed 
and can go down as well as up, you may not get back the amount you originally invested. 

The Information has been produced for use by a professional investor and their advisors only.  It should not be distributed without our permission.

The risks associated with each fund or investment strategy are set out in this publication, the relevant prospectus or investment management 
agreement (as applicable) and these should be read and understood before making any investment decisions. A copy of the relevant 
documentation can be obtained from your Client Relationship Manager.

Confidentiality and Limitations:

Unless otherwise agreed by Legal & General in writing, the Information in this document (a) is for information purposes only and we are not 
soliciting any action based on it, and (b) is not a recommendation to buy or sell securities or pursue a particular investment strategy; and (c) is 
not investment, legal, regulatory or tax advice. Any trading or investment decisions taken by you should be based on your own analysis and 
judgment (and/or that of your professional advisors) and not in reliance on us or the Information. To the fullest extent permitted by law, we 
exclude all representations, warranties, conditions, undertakings and all other terms of any kind, implied by statute or common law, with respect 
to the Information including (without limitation) any representations as to the quality, suitability, accuracy or completeness of the Information.

Any projections, estimates or forecasts included in the Information (a) shall not constitute a guarantee of future events, (b) may not consider or 
reflect all possible future events or conditions relevant to you (for example, market disruption events); and (c) may be based on assumptions or 
simplifications that may not be relevant to you. 

The Information is provided ‘as is' and 'as available’. To the fullest extent permitted by law, Legal & General accepts no liability to you or any 
other recipient of the Information for any loss, damage or cost arising from, or in connection with, any use or reliance on the Information. 
Without limiting the generality of the foregoing, Legal & General does not accept any liability for any indirect, special or consequential loss 
howsoever caused and on any theory or liability, whether in contract or tort (including negligence) or otherwise, even if Legal & General has 
been advised of the possibility of such loss.

Third Party Data:

Where this document contains third party data ('Third Party Data’), we cannot guarantee the accuracy, completeness or reliability of such Third 
Party Data and accept no responsibility or liability whatsoever in respect of such Third Party Data. 

Publication, Amendments and Updates:

We are under no obligation to update or amend the Information or correct any errors in the Information following the date it was delivered to 
you.  Legal & General reserves the right to update this document and/or the Information at any time and without notice. 

Although the Information contained in this document is believed to be correct as at the time of printing or publication, no assurance can be given 
to you that this document is complete or accurate in the light of information that may become available after its publication.  The Information 
may not take into account any relevant events, facts or conditions that have occurred after the publication or printing of this document.

Telephone Recording:

As required under applicable laws Legal & General will record all telephone and electronic communications and conversations with you that result 
or may result in the undertaking of transactions in financial instruments on your behalf.  Such records will be kept for a period of five years (or up 
to seven years upon request from the Financial Conduct Authority (or such successor from time to time)) and will be provided to you upon request.

Legal & General Investment Management Limited.  Registered in England and Wales No. 02091894.  Registered Office: One Coleman Street, 
London, EC2R 5AA. Authorised and regulated by the Financial Conduct Authority, No. 119272.

Legal and General Assurance (Pensions Management) Limited.  Registered in England and Wales No. 01006112.  Registered Office: One 
Coleman Street, London, EC2R 5AA. Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the 
Prudential Regulation Authority, No. 202202.

The LGIM Workplace Savings division on behalf of both Legal and General Assurance Limited.  Registered in England and Wales No. 00166055.  
Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. As 
well as Legal & General (Portfolio Management Services) Limited.  Registered in England and Wales No. 02457525.  Authorised and regulated 
by the Financial Conduct Authority, No. 146786. Registered Offices: One Coleman Street, London, EC2R 5AA.

https://www.lgim.com/uk/en/insights/podcast/
https://www.lgim.com/
https://twitter.com/LGIM
https://www.lgimblog.com/
https://www.youtube.com/channel/UCUmfV6VjfydEykC6QzXNPSQ
https://www.linkedin.com/company/legal-&-general-investment-management/

