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From Investment Beliefs 
to Custom Indices

Gerben de Zwart – Head of Investment Solutions

CFA Society Netherlands | Beyond Traditional Indexing
September 24, 2026

How sustainability data, index design and governance 
shape risk and return
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Transition to Index Investing 

• Index investing becomes the default investment 
approach

• Responsible-investment requirements remain fully 
applicable

• Key investment choices shift into benchmark design

The customized index becomes the portfolio’s 
strategic blueprint

Index investing makes benchmark design a strategic decision

28

Index design integrates return, risk, responsible investing and costs

The Investment Diamond

Customization determines how these four objectives are 

balanced in practice

Responsible 
investing

Risk

Costs

Return

Why index customization is rising The Investment Diamond

The customized benchmark is where investment beliefs become investable portfolio choices



|
 →

→

From investment beliefs to a customized index

29

Every translation step introduces choices, constraints and measurable exposures

Investment
beliefs

Data and 
definitions

Investable 
universe

Index 
methodology

Custom
index

Index construction turns beliefs and data choices into financial exposures
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Defining a sustainable and investable universe
Responsible-investment objectives must be translated into transparent company-level rules

Nature & Biodiversity

Climate

Respect for Human Rights

Governance & Business Integrity 

Four focus themes Responsible Investing

More sustainable portfolio | Focused engagement | Explainable decisions | Fewer holdings
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The data platform is index infrastructure

31

Turning fragmented source data into controlled and reusable index inputs
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Governance: Who conducts the index orchestra?

32

No single party controls the entire chain, so roles, decisions and escalation must be explicit.
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From user to provider of governed index inputs

1. Validate data

• ESG data differs across 
providers

• Multiple sources enable 
triangulation

• Material discrepancies 
require expert review

• Corrections and decisions are 
documented

33

Once proprietary data determines index constituents, data quality becomes an investment and 
governance responsibility

2. Govern the universe

• Apply transparent eligibility 
rules

• Document overrides and 
corrections

• Establish formal sign-off

3. Deliver and assure

• Provide controlled inputs to 
the benchmark administrator

• Meet predefined formats and 
cut-off dates

• Resolve exceptions through 
clear escalation

• Reconcile and validate the 
pro-forma index

Providing the universe creates accountability for data quality, index integrity and portfolio outcomes.
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Index construction makes the trade-offs explicit

34

The methodology determines how competing objectives appear in portfolio weights

Responsible Investing Objectives

Absolute Risk Exposures

Broad Market Return (Parent Index)

Explainability

Relative Risk Exposures

Liquidity & Investability

Absolute Risks

Liquidity

What must be achieved? | Which risks are acceptable? | Which constraints protect implementability?

Not all exclusions are created equal
• Portfolio A: many small exclusions

• Portfolio B: one large, difficult-to-replicate 
exclusion

• Same excluded weight, different tracking 
error



|
 →

→

Three developments increasing the need for 
stronger benchmark governance

ESG data under political pressure

• Providers are changing 
methodologies and withdrawing data

• Reporting requirements are being 
reduced or reconsidered

• Structural shift or temporary political 
cycle?

→ More source, methodology and 
continuity risk

35

Political shifts, private-market complexity and total-portfolio thinking are changing investors 
requirements from benchmarks

Private Markets

• Growing demand for robust 
benchmarks

• Data remain scarce, delayed and 
difficult to compare

• Greater differentiation in 
methodology and coverage

→ less standardization and greater 
reliance on judgement

Total Portfolio Management

• Growing adoption of Total Portfolio 
Management

• Demand for benchmarks spanning 
public and private assets

• Need to balance comparability, 
investability and governance

→ greater need for cross-asset 
consistency

As benchmarks broaden, governance must move from periodic approval to continuous oversight



|
 →

→

Concluding remarks

01 Trusted and traceable data enable repeatable index 
decisions.

36

Sustainable investment leadership is becoming a (data) integration challenge

Data platforms are index infrastructure

02 Definitions, exclusions and weighting rules affect 
concentration, risk and return.

Index methodology creates portfolio exposures

03 Responsibilities and trade-offs must remain visible 
through the full benchmark lifecycle

Customized indices require adaptive governance

The question is not whether sustainability data affects risk and return, but whether those effects are 
understood, intentional and governed
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Disclaimer

APG Asset Management N.V. (“APG AM”) is regulated under the Dutch 

Financial Supervision Act and supervised by the Dutch Authority for the 

Financial Markets and De Nederlandsche Bank N.V. APG AM holds a license to 

act as a manager of investment funds within the meaning of the European 

Alternative Investment Fund Managers Directive. APG AM is also permitted to 

perform the investment services of Individual discretionary portfolio 

management, investment advice, and reception and transmission of orders in 

relation to financial instruments to professional clients.

The opinions and information expressed in this document are subject to 

change due to changes in the market, the economic or regulatory 

environment or for other reasons. This information is solely for information 

and/or discussion purposes and should not be construed as legal advice, 

research, investment advice, recommendations or relied upon in making 

investment decisions. It does not constitute an offer or solicitation to sell or a 

solicitation of an offer to buy any shares of any fund (nor shall any such shares 

be offered or sold to any person) in any jurisdiction. Please consult a 

professional adviser before making any investment decision. This document 

may contain inter alia forward-looking information, projections, forecasts and 

scenario-analyses. However, this document does not form a proposal, advice 

or suggestion. Please be warned that any forward-looking information or 

forecast is not a reliable indicator of future performance and that the tax 

treatment depends on the individual circumstances of each investor and may 

be subject to change in the future. Please also be warned that information 

contained herein may refer to the past, that (actual or simulated) past 

performance is not a reliable indicator of future results and that the return 

may increase or decrease as a result of currency fluctuations.

By preparing this document, APG AM might have used (unverified) data of 

third parties. No representation, warranty or assurance of any kind, express or 

implied, is made as to the accuracy, completeness or timeliness or the 

information contained herein. Each recipient agrees that it will not bring any 

claim or lawsuit against APG AM or its officers, directors or employees related 

in any way to the content of this document. APG AM waives every liability or 

responsibility for (the consequences) of activities which will be undertaken, 

based on this document.

This material is proprietary to APG AM and may not be reproduced, stored in 

any form or by any means, electronic, mechanical, recording or otherwise, 

without the prior written consent of APG AM. This disclaimer is governed by 

Dutch law.
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APG Asset Management



Measuring Corporate Transition Risk
for Index Design

Prof.dr. Remco C.J. Zwinkels

VU Amsterdam and Tinbergen Institute



Climate risk and index design

39

A lower carbon footprint does not necessarily imply
lower transition risk
The indexing challenge
Emissions-based exclusions and tilts can overlook differences in companies’ ability to adapt to the 

transition.

This paper’s contribution
Carbon beta measures stock-return sensitivity to a carbon risk factor, capturing market expectations 

beyond current emissions.

The evidence
High-carbon-beta stocks underperform when climate concerns rise. Companies with similar emissions can 

have very different carbon betas.

The implication for indexing
Carbon beta adds an input for index construction and monitoring, alongside carbon-footprint targets.

Index design starts with distinguishing the emissions objective from the risk objective.



Roadmap

1. Measuring corporate transition risk

2. The current standard

3. Carbon Beta

4. Practical advantages

5. Economic advantages

6. Conclusion
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Measuring corporate transition risk



Measurement

➢Managing portfolio transition risk starts with 

measurement

➢The measure needs to comply with a number of 

characteristics: 
➢ Available per asset

➢ Accurate

➢ Forward looking 

➢However, there are many uncertainties:
➢ What is the transmission channel from emission to climate change?

➢ What are the economic costs of climate change?

➢ What is the response of policy makers?

42



The current standard



Current

➢  38% of investors use emissions
➢ Emissions vs Intensities

➢ Scope 1/2/3

➢Emissions do not give a complete picture
➢ Current levels

➢ Self reported

➢ Only losers, not winners

➢Alternative is ESG data
➢ Focus on E

➢ Often mainly based on emissions

➢ Unclear how the measure is built up

➢ Large discrepancies between suppliers

44



Carbon Beta



Carbon beta

➢Our measure for transition risk: Carbon beta
1. Create a hypothetical carbon risk factor:  Pollutive Minus Clean (PMC)

➢ Long in pollutive stocks, short in clean stocks

➢ Pollutive/clean based on emissions

➢ Correct for other company characteristics

2. Measure the correlation (=BETA) between stock returns and the PMC factor 

➢  

➢ Stock with high carbon beta move in tandem with pollutive stocks -> negative 

impact of unexpected climate transition shocks

➢ Stock with low carbon beta move in tandem with clean stocks -> positive 

impact of unexpected climate transition shocks

➢We apply an existing and validated concept to 

transition risk
➢ Beta and asset pricing literature

46



Carbon beta
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Carbon beta
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Carbon beta
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Carbon beta
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Practical advantages



Application

What makes carbon beta useful in practice?

➢ Availability
➢ Also for companies without emission data

➢ Also for other financial products

➢ Simple to calculate and apply

➢ Cheap
➢ We make the PMC factor available to anyone

52



Economic advantages



Economic

Carbon beta measure transition risk



Economic

Transition winners and losers

55

Emission percentile

80 80

Carbon beta percentile

95  5



Economic

Carbon beta is forward looking

56



Conclusion



Conclusion

An alternative measure for climate transition risk

 - Measurement is key

 - Current measures have fundamental issues

 - Carbon beta is a viable alternative

58



Thank you!
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Upcoming Society Events

• 1 Oct: AI in Risk Management

• 6 Oct: European VC & Growth Equity

• 12 Oct: Strategic Asset Allocation with double materiality

• 4 Nov: Vastgoed seminar 2026

• 17 nov: The Total Portfolio Approach: From Principles to Practice

• 26 Nov: ALM 2026: ALM en beleggingskeuzes in een tijd van geopolitieke 

schokken en AI versnelling





STAY IN TOUCH

63

follow us on LinkedIn:        subscribe to our newsletter::
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• 1 Oct: AI in Risk Management

• 6 Oct: European VC & Growth Equity

• 12 Oct: Strategic Asset Allocation with double materiality

• 4 Nov: Vastgoed seminar 2026

• 17 nov: The Total Portfolio Approach: From Principles to 
Practice

follow us on LinkedIn:        subscribe to our newsletter::
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