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Introduction 

This methodology supplement (“Methodology Supplement”) for the Bloomberg Fixed Income indices (the “Indices” and each, an 
“Index”) has been made available by Bloomberg Index Services Limited (“BISL”) and supplements the index factsheet and base rules 
for the Bloomberg Fixed Income family of indices (together, the “Base Methodology”) as may be updated from time to time and which 
can be found on the website here: https://www.bloomberg.com/professional/product/indices/  
   
This Methodology Supplement provides the details of an alternative process by which customized indices may use an algorithmic 
optimization approach to calculate index composition. 

Capitalized terms used in this Methodology Supplement but not otherwise defined have the meaning set forth in Appendix I 
(Glossary). 
 

Section 1: Construction 

With respect to each Determination Date, 𝑑𝑑, a set of Optimized Weights is determined by the Index Administrator by finding a solution 
to the Optimization Problem specified by the selected Objective Function, Weight Bounds and Constraints. 
 
Should the optimizer fail to find a solution that satisifes the specified constraints on a given Determination Date, the optimization 
problem shall be iteratively modified following the specified constraint relaxation process and the optimization algorithm re-run until 
either a solution is found or the relaxation process is exhausted. 
 

Objective Functions 

The Objective Function defines the property of the Optimized Weights that should be either minimised or maximised, subject to the 
Weight Bounds and Constraints. An Index may specify one of the following Objective Functions. 
 

Absolute Deviations from Target Universe 

The Absolute Deviations from Target Universe objective function specifies that the optimiser seeks to minimise the total absolute 
differences between the Optimized Weights and the Benchmark Index Weights within the restrictions imposed by the Weight Bounds 
and the Constraints. 
 
Minimize the result of the following function: 

��𝑤𝑤𝑑𝑑𝑖𝑖 − 𝑏𝑏𝑑𝑑𝑖𝑖 �
𝑛𝑛𝑑𝑑

𝑖𝑖=1

 

Where: 

𝑛𝑛𝑑𝑑  means the number of Constituents on Determination Date 𝑑𝑑; 

𝑤𝑤𝑑𝑑𝑖𝑖  means the Optimized Weight of Constituent 𝑖𝑖 on Determination Date 𝑑𝑑; and 

𝑏𝑏𝑑𝑑𝑖𝑖  means the Benchmark Index Weight of Constituent 𝑖𝑖 on Determination Date 𝑑𝑑. 

 

Risk Factor Exposure 

The Risk Factor Exposure objective function specifies that optimizer seeks to maximize the weighted Risk Exposure through the 
following expression. 
 
Maximize the result of the following function:  
 

�𝑤𝑤𝑑𝑑𝑖𝑖 × 𝑟𝑟𝑟𝑟𝑑𝑑𝑖𝑖
𝑛𝑛𝑑𝑑

𝑖𝑖=1

 

Where: 

https://www.bloomberg.com/professional/product/indices/bloomberg-msci-climate-esg-indices-fact-sheets-and-publications/
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𝑛𝑛𝑑𝑑  means the number of Constituents on Determination Date 𝑑𝑑; 

𝑤𝑤𝑑𝑑𝑖𝑖  means the Optimized Weight of Constituent 𝑖𝑖 on Determination Date 𝑑𝑑; and 

𝑟𝑟𝑟𝑟𝑑𝑑𝑖𝑖  means the Risk Exposure of Constituent 𝑖𝑖 on Determination Date 𝑑𝑑. 

 

Weight Bounds 

The Weight Bounds define the maximum and minimum weight that can be assigned to each Constituent. Unless otherwise specified 
for the Index, the Upper and Lower Weight Bounds are set with respect to Determination Date 𝑑𝑑 for each Constituent 𝑖𝑖 as follows: 
 

If Constituent 𝑖𝑖 is an Excluded Constituent: 

𝑢𝑢𝑏𝑏𝑑𝑑𝑖𝑖 = 0% 

𝑙𝑙𝑏𝑏𝑑𝑑𝑖𝑖 = 0% 

Else: 

𝑢𝑢𝑏𝑏𝑑𝑑𝑖𝑖 = 100% 

𝑙𝑙𝑏𝑏𝑑𝑑𝑖𝑖 = 0% 

Where: 

𝑢𝑢𝑏𝑏𝑑𝑑𝑖𝑖  and 𝑙𝑙𝑏𝑏𝑑𝑑𝑖𝑖  mean the Upper and Lower Weight Bounds respectively for Constituent 𝑖𝑖. 

Constraints 

Constraints define limitations on the simultaneous assignments of weights to subsets of the Constituents in order to enforce properties 
on the resultant Index. An Index may specify one or more of the following types of Constraints. 
 

Group Risk Exposure 

The Group Risk Exposure constraint ensures thar for each of the specified Groups that the sum of the weighted Risk Exposure of the 
Constituents belonging to that Group is within lower and upper bounds.  
 
The lower and upper bounds can be specified either as absolute values or relative to the Benchmark Index. 
 
∀𝑔𝑔 ∈ 𝑆𝑆𝑟𝑟𝑙𝑙𝑟𝑟𝑆𝑆𝑆𝑆𝑟𝑟𝑑𝑑𝑆𝑆𝑟𝑟𝑆𝑆𝑢𝑢𝑆𝑆𝑠𝑠𝑑𝑑 , 

If 𝜌𝜌𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 is ‘Absolute’: 

𝜌𝜌(𝑔𝑔)𝐿𝐿𝐿𝐿𝐿𝐿𝑇𝑇𝐿𝐿 ≤�𝑤𝑤𝑑𝑑𝑖𝑖 × 𝑟𝑟𝑟𝑟𝑑𝑑𝑖𝑖 × 𝐼𝐼𝑠𝑠𝑆𝑆𝑟𝑟𝑆𝑆(𝑖𝑖,𝑔𝑔)
𝑛𝑛𝑑𝑑

𝑖𝑖=1

≤ 𝜌𝜌(𝑔𝑔)𝑈𝑈𝑇𝑇𝑇𝑇𝑇𝑇𝐿𝐿  

 

The ‘Absolute’ type of lower and upper bounds may be used on constraints that require that the sum of the weighted Risk Exposure of 
the Constituents is within a specified set of absolute values independent of the Benchmark Index. 
 

Else if 𝜌𝜌𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 is ‘Group Scaling’: 

∀ 𝐶𝐶𝑆𝑆𝑛𝑛𝑠𝑠𝑆𝑆𝑖𝑖𝑆𝑆𝑢𝑢𝑟𝑟𝑛𝑛𝑆𝑆𝑗𝑗 ∈ 𝑔𝑔, 

𝜌𝜌(𝑔𝑔)𝐿𝐿𝐿𝐿𝐿𝐿𝑇𝑇𝐿𝐿 ≤�𝑤𝑤𝑑𝑑𝑖𝑖 × 𝑟𝑟𝑟𝑟�𝑑𝑑
𝑖𝑖 × 𝐼𝐼𝑠𝑠𝑆𝑆𝑟𝑟𝑆𝑆(𝑖𝑖,𝑔𝑔)

𝑛𝑛𝑑𝑑

𝑖𝑖=1

≤ 𝜌𝜌(𝑔𝑔)𝑈𝑈𝑇𝑇𝑇𝑇𝑇𝑇𝐿𝐿  

Where: 

𝑟𝑟𝑟𝑟�𝑑𝑑
𝑖𝑖 = �

1 − 𝑟𝑟𝑟𝑟𝑑𝑑
𝑗𝑗 , 𝐶𝐶𝑆𝑆𝑛𝑛𝑠𝑠𝑆𝑆𝑖𝑖𝑆𝑆𝑢𝑢𝑟𝑟𝑛𝑛𝑆𝑆𝑖𝑖 = 𝐶𝐶𝑆𝑆𝑛𝑛𝑠𝑠𝑆𝑆𝑖𝑖𝑆𝑆𝑢𝑢𝑟𝑟𝑛𝑛𝑆𝑆𝑗𝑗

−𝑟𝑟𝑟𝑟𝑑𝑑
𝑗𝑗 , 𝐶𝐶𝑆𝑆𝑛𝑛𝑠𝑠𝑆𝑆𝑖𝑖𝑆𝑆𝑢𝑢𝑟𝑟𝑛𝑛𝑆𝑆𝑖𝑖 ≠ 𝐶𝐶𝑆𝑆𝑛𝑛𝑠𝑠𝑆𝑆𝑖𝑖𝑆𝑆𝑢𝑢𝑟𝑟𝑛𝑛𝑆𝑆𝑗𝑗
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‘Group Scaling’ may be used on constraints that require that the sum of the weighted Risk Exposure of the Constituents is within a 
specified set of absolute values while the ratio of each Optimized Weight 𝑤𝑤𝑑𝑑𝑖𝑖  within group 𝑔𝑔 relative to its corresponding Benchmark 
Index Weight 𝑏𝑏𝑑𝑑𝑖𝑖  remains constant.  
 

Else if 𝜌𝜌𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 is ‘Relative Value’: 

max���𝑏𝑏𝑑𝑑𝑖𝑖 × 𝑟𝑟𝑟𝑟𝑑𝑑𝑖𝑖 × 𝐼𝐼𝑠𝑠𝑆𝑆𝑟𝑟𝑆𝑆(𝑖𝑖,𝑔𝑔)
𝑛𝑛𝑑𝑑

𝑖𝑖=1

� − 𝜌𝜌(𝑔𝑔)𝐿𝐿𝐿𝐿𝐿𝐿𝑇𝑇𝐿𝐿  ,𝜌𝜌𝑀𝑀𝑖𝑖𝑛𝑛� ≤�𝑤𝑤𝑑𝑑𝑖𝑖 × 𝑟𝑟𝑟𝑟𝑑𝑑𝑖𝑖 × 𝐼𝐼𝑠𝑠𝑆𝑆𝑟𝑟𝑆𝑆(𝑖𝑖,𝑔𝑔)
𝑛𝑛𝑑𝑑

𝑖𝑖=1

≤ min���𝑏𝑏𝑑𝑑𝑖𝑖 × 𝑟𝑟𝑟𝑟𝑑𝑑𝑖𝑖 × 𝐼𝐼𝑠𝑠𝑆𝑆𝑟𝑟𝑆𝑆(𝑖𝑖,𝑔𝑔)
𝑛𝑛𝑑𝑑

𝑖𝑖=1

� + 𝜌𝜌(𝑔𝑔)𝑈𝑈𝑇𝑇𝑇𝑇𝑇𝑇𝐿𝐿  ,𝜌𝜌𝑀𝑀𝑀𝑀𝑀𝑀�  

Else if 𝜌𝜌𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 is ‘Relative Coefficient’: 

max���𝑏𝑏𝑑𝑑𝑖𝑖 × 𝑟𝑟𝑟𝑟𝑑𝑑𝑖𝑖 × 𝐼𝐼𝑠𝑠𝑆𝑆𝑟𝑟𝑆𝑆(𝑖𝑖,𝑔𝑔)
𝑛𝑛𝑑𝑑

𝑖𝑖=1

� × 𝜌𝜌(𝑔𝑔)𝐿𝐿𝐿𝐿𝐿𝐿𝑇𝑇𝐿𝐿  ,𝜌𝜌𝑀𝑀𝑖𝑖𝑛𝑛� ≤�𝑤𝑤𝑑𝑑𝑖𝑖 × 𝑟𝑟𝑟𝑟𝑑𝑑𝑖𝑖 × 𝐼𝐼𝑠𝑠𝑆𝑆𝑟𝑟𝑆𝑆(𝑖𝑖,𝑔𝑔)
𝑛𝑛𝑑𝑑

𝑖𝑖=1

≤ min���𝑏𝑏𝑑𝑑𝑖𝑖 × 𝑟𝑟𝑟𝑟𝑑𝑑𝑖𝑖 × 𝐼𝐼𝑠𝑠𝑆𝑆𝑟𝑟𝑆𝑆(𝑖𝑖,𝑔𝑔)
𝑛𝑛𝑑𝑑

𝑖𝑖=1

� × 𝜌𝜌(𝑔𝑔)𝑈𝑈𝑇𝑇𝑇𝑇𝑇𝑇𝐿𝐿  ,𝜌𝜌𝑀𝑀𝑀𝑀𝑀𝑀� 

Else if 𝜌𝜌𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 is ‘Relative Coefficient-Value’: 

max���𝑏𝑏𝑑𝑑𝑖𝑖 × 𝑟𝑟𝑟𝑟𝑑𝑑𝑖𝑖 × 𝐼𝐼𝑠𝑠𝑆𝑆𝑟𝑟𝑆𝑆(𝑖𝑖,𝑔𝑔)
𝑛𝑛𝑑𝑑

𝑖𝑖=1

� × 𝜌𝜌(𝑔𝑔)𝐿𝐿𝐿𝐿𝐿𝐿𝑇𝑇𝐿𝐿  ,𝜌𝜌𝑀𝑀𝑖𝑖𝑛𝑛� ≤�𝑤𝑤𝑑𝑑𝑖𝑖 × 𝑟𝑟𝑟𝑟𝑑𝑑𝑖𝑖 × 𝐼𝐼𝑠𝑠𝑆𝑆𝑟𝑟𝑆𝑆(𝑖𝑖,𝑔𝑔)
𝑛𝑛𝑑𝑑

𝑖𝑖=1

≤ min���𝑏𝑏𝑑𝑑𝑖𝑖 × 𝑟𝑟𝑟𝑟𝑑𝑑𝑖𝑖 × 𝐼𝐼𝑠𝑠𝑆𝑆𝑟𝑟𝑆𝑆(𝑖𝑖,𝑔𝑔)
𝑛𝑛𝑑𝑑

𝑖𝑖=1

� + 𝜌𝜌(𝑔𝑔)𝑈𝑈𝑇𝑇𝑇𝑇𝑇𝑇𝐿𝐿  ,𝜌𝜌𝑀𝑀𝑀𝑀𝑀𝑀� 

Else if 𝜌𝜌𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 is ‘Relative Value-Coefficient’: 

max���𝑏𝑏𝑑𝑑𝑖𝑖 × 𝑟𝑟𝑟𝑟𝑑𝑑𝑖𝑖 × 𝐼𝐼𝑠𝑠𝑆𝑆𝑟𝑟𝑆𝑆(𝑖𝑖,𝑔𝑔)
𝑛𝑛𝑑𝑑

𝑖𝑖=1

� − 𝜌𝜌(𝑔𝑔)𝐿𝐿𝐿𝐿𝐿𝐿𝑇𝑇𝐿𝐿  ,𝜌𝜌𝑀𝑀𝑖𝑖𝑛𝑛� ≤�𝑤𝑤𝑑𝑑𝑖𝑖 × 𝑟𝑟𝑟𝑟𝑑𝑑𝑖𝑖 × 𝐼𝐼𝑠𝑠𝑆𝑆𝑟𝑟𝑆𝑆(𝑖𝑖,𝑔𝑔)
𝑛𝑛𝑑𝑑

𝑖𝑖=1

≤ min���𝑏𝑏𝑑𝑑𝑖𝑖 × 𝑟𝑟𝑟𝑟𝑑𝑑𝑖𝑖 × 𝐼𝐼𝑠𝑠𝑆𝑆𝑟𝑟𝑆𝑆(𝑖𝑖,𝑔𝑔)
𝑛𝑛𝑑𝑑

𝑖𝑖=1

� × 𝜌𝜌(𝑔𝑔)𝑈𝑈𝑇𝑇𝑇𝑇𝑇𝑇𝐿𝐿  ,𝜌𝜌𝑀𝑀𝑀𝑀𝑀𝑀� 

 

The ‘Relative Value’, ‘Relative Coefficient’ and ‘Relative Coefficient-Value’ type of lower and upper bounds may be used on constraints 
that require that the sum of the weighted Risk Exposure of the Constituents is within a specified set of bounds relative to the 
Benchmark Index.   
 

Where: 

𝑔𝑔 means a Group; 

𝑆𝑆𝑟𝑟𝑙𝑙𝑟𝑟𝑆𝑆𝑆𝑆𝑟𝑟𝑑𝑑𝑆𝑆𝑟𝑟𝑆𝑆𝑢𝑢𝑆𝑆𝑠𝑠𝑑𝑑 means the Groups on which the constraints are applied determined by: 

 If 𝜌𝜌𝑆𝑆𝑇𝑇𝑆𝑆𝑇𝑇𝑆𝑆𝑆𝑆𝑖𝑖𝐿𝐿𝑛𝑛 is ‘Excluding’: 

𝑆𝑆𝑟𝑟𝑙𝑙𝑟𝑟𝑆𝑆𝑆𝑆𝑟𝑟𝑑𝑑𝑆𝑆𝑟𝑟𝑆𝑆𝑢𝑢𝑆𝑆𝑠𝑠𝑑𝑑 = 𝑆𝑆𝑟𝑟𝑆𝑆𝑢𝑢𝑆𝑆𝑠𝑠𝑑𝑑 ∖ 𝜌𝜌𝐸𝐸𝑀𝑀𝑆𝑆𝑆𝑆𝐸𝐸𝑑𝑑𝑇𝑇  

 Else if 𝜌𝜌𝑆𝑆𝑇𝑇𝑆𝑆𝑇𝑇𝑆𝑆𝑆𝑆𝑖𝑖𝐿𝐿𝑛𝑛 is ‘Specified’: 

𝑆𝑆𝑟𝑟𝑙𝑙𝑟𝑟𝑆𝑆𝑆𝑆𝑟𝑟𝑑𝑑𝑆𝑆𝑟𝑟𝑆𝑆𝑢𝑢𝑆𝑆𝑠𝑠𝑑𝑑 = 𝑆𝑆𝑟𝑟𝑆𝑆𝑢𝑢𝑆𝑆𝑠𝑠𝑑𝑑 ∩ 𝜌𝜌𝐼𝐼𝑛𝑛𝑆𝑆𝑆𝑆𝐸𝐸𝑑𝑑𝑇𝑇 

𝑆𝑆𝑟𝑟𝑆𝑆𝑢𝑢𝑆𝑆𝑠𝑠𝑑𝑑 means the set of Groups in the Benchmark Index on Determination Date 𝑑𝑑; 

𝑛𝑛𝑑𝑑 means the number of Constituents on Determination Date 𝑑𝑑; 

𝑏𝑏𝑑𝑑𝑖𝑖  means the Benchmark Index Weight of Constituent 𝑖𝑖 on Determination Date 𝑑𝑑; 

𝑟𝑟𝑟𝑟𝑑𝑑𝑖𝑖  means the Risk Exposure of Constituent 𝑖𝑖 on Determination Date 𝑑𝑑; 

𝐼𝐼𝑠𝑠𝑆𝑆𝑟𝑟𝑆𝑆(𝑖𝑖,𝑔𝑔) means 1 (one) if Constituent 𝑖𝑖 is in Group 𝑔𝑔, otherwise means 0 (zero); 

𝑤𝑤𝑑𝑑𝑖𝑖  means the Optimized Weight of Constituent 𝑖𝑖 on Determination Date 𝑑𝑑; and 

𝜌𝜌𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇, 𝜌𝜌𝑆𝑆𝑇𝑇𝑆𝑆𝑇𝑇𝑆𝑆𝑆𝑆𝑖𝑖𝐿𝐿𝑛𝑛, 𝜌𝜌𝐸𝐸𝑀𝑀𝑆𝑆𝑆𝑆𝐸𝐸𝑑𝑑𝑇𝑇 , 𝜌𝜌𝐼𝐼𝑛𝑛𝑆𝑆𝑆𝑆𝐸𝐸𝑑𝑑𝑇𝑇 , 𝜌𝜌(𝑔𝑔)𝐿𝐿𝐿𝐿𝐿𝐿𝑇𝑇𝐿𝐿, 𝜌𝜌𝑀𝑀𝑖𝑖𝑛𝑛, 𝜌𝜌(𝑔𝑔)𝑈𝑈𝑇𝑇𝑇𝑇𝑇𝑇𝐿𝐿 and 𝜌𝜌𝑀𝑀𝑀𝑀𝑀𝑀 mean the ‘Type’, ‘Selection’, ‘Exclude’, ‘Include’, ‘Lower’, ‘Min’, 

‘Upper’, and ‘Max’ Constraint Parameter Values respectively. 

 

Trajectory 
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On the Initial Determination Date, the Trajectory constraint ensures that a weighted Measure of the Index will be equal to or lower than 
a specified percentage of the weighted Measure of the Benchmark Index. On subsequent rebalances, the constraint ensures that the 
weighted Measure of the Index will be equal or lower than the lower of either the specified percentage of the weighted Measure of the 
Benchmark Index at the time, or the level determined by the specified geometric reduction relative the the weighted Measure of the 
Benchmark Index at the Initial Determination Date or Base Date. 
 
The weighted Measures of the Index and the Benchmark Index exclude Constituents for which there is no reported or estimated value 
for the the Measure, and normalise the weightings to the remaining Constituents. For a Determination Date 𝑑𝑑, the weighted Measures 
are determined as follows: 
 

𝐼𝐼𝑀𝑀𝑑𝑑 =
∑ 𝑤𝑤𝑑𝑑𝑖𝑖 × 𝑚𝑚𝑑𝑑

𝑖𝑖𝑛𝑛𝑑𝑑
𝑖𝑖=1

∑ 𝑤𝑤𝑑𝑑
𝑗𝑗 × 𝑛𝑛𝑆𝑆𝑛𝑛𝑛𝑛𝑟𝑟𝑟𝑟𝑆𝑆�𝑚𝑚𝑑𝑑

𝑗𝑗 �𝑛𝑛𝑑𝑑
𝑗𝑗=1

  

and 
 

𝑃𝑃𝑀𝑀𝑑𝑑 =
∑ 𝑏𝑏𝑑𝑑𝑖𝑖 × 𝑚𝑚𝑑𝑑

𝑖𝑖𝑛𝑛𝑑𝑑
𝑖𝑖=1

∑ 𝑏𝑏𝑑𝑑
𝑗𝑗 × 𝑛𝑛𝑆𝑆𝑛𝑛𝑛𝑛𝑟𝑟𝑟𝑟𝑆𝑆�𝑚𝑚𝑑𝑑

𝑗𝑗 �𝑛𝑛𝑑𝑑
𝑗𝑗=1

 

 

Where: 

𝐼𝐼𝑀𝑀𝑑𝑑 and 𝑃𝑃𝑀𝑀𝑑𝑑 mean the weighted Measures of the Index and Benchmark Index respectively on Determination Date 𝑑𝑑; 

𝑛𝑛𝑑𝑑 means the number of Constituents on Determination Date 𝑑𝑑; 

𝑤𝑤𝑑𝑑𝑖𝑖  and 𝑤𝑤𝑑𝑑
𝑗𝑗 mean the Optimized Weight of Constituents 𝑖𝑖 and 𝑗𝑗 respectively on Determination Date 𝑑𝑑; 

𝑏𝑏𝑑𝑑𝑖𝑖  and 𝑏𝑏𝑑𝑑
𝑗𝑗  mean the Benchmark Index Weight of Constituents 𝑖𝑖 and 𝑗𝑗 respectively on Determination Date 𝑑𝑑; 

𝑚𝑚𝑑𝑑
𝑖𝑖  means the Measure for Constituent 𝑖𝑖 on Determination Date 𝑑𝑑, where the Measure is specified by the ‘Measure’ Constraint 

Parameter Value. For the avoidance of doubt, if there is no reported Measure for Constituent 𝑖𝑖 on Determination Date 𝑑𝑑, then the value 

is 0 (zero); and 𝑛𝑛𝑆𝑆𝑛𝑛𝑛𝑛𝑟𝑟𝑟𝑟𝑆𝑆�𝑚𝑚𝑑𝑑
𝑗𝑗 � means the value 1 (one) if there is a Measure 𝑚𝑚𝑑𝑑

𝑗𝑗  reported for Constituent 𝑗𝑗 on Determination Date 𝑑𝑑, else 

the value 0 (zero). 

 

The Trajectory Constraint is then: 

𝑇𝑇𝑟𝑟𝑇𝑇𝑗𝑗𝑟𝑟𝑆𝑆𝑆𝑆𝑆𝑆𝑟𝑟𝑇𝑇𝑑𝑑0
𝑈𝑈𝑇𝑇𝑇𝑇𝑇𝑇𝐿𝐿 = min�𝜌𝜌𝐶𝐶𝐿𝐿𝑇𝑇𝐶𝐶𝐶𝐶𝑖𝑖𝑆𝑆𝑖𝑖𝑇𝑇𝑛𝑛𝑆𝑆 × 𝑃𝑃𝑀𝑀𝑑𝑑0 ,

𝜌𝜌𝐷𝐷𝑇𝑇𝑆𝑆𝑀𝑀𝑇𝑇 𝐶𝐶𝐿𝐿𝑇𝑇𝐶𝐶𝐶𝐶𝑖𝑖𝑆𝑆𝑖𝑖𝑇𝑇𝑛𝑛𝑆𝑆 × 𝑃𝑃𝑀𝑀𝑑𝑑0 × 𝜌𝜌𝐷𝐷𝑇𝑇𝑆𝑆𝑀𝑀𝑇𝑇
� 𝑘𝑘𝑑𝑑
𝜌𝜌𝑃𝑃𝑃𝑃𝑃𝑃𝑖𝑖𝑜𝑜𝑑𝑑𝑜𝑜

�

𝐼𝐼𝐼𝐼𝐹𝐹𝑑𝑑0
� × 𝜌𝜌𝑇𝑇𝐿𝐿𝑆𝑆𝑇𝑇𝐿𝐿𝑀𝑀𝑛𝑛𝑆𝑆𝑇𝑇 

𝑇𝑇𝑟𝑟𝑇𝑇𝑗𝑗𝑟𝑟𝑆𝑆𝑆𝑆𝑆𝑆𝑟𝑟𝑇𝑇𝑑𝑑
𝑈𝑈𝑇𝑇𝑇𝑇𝑇𝑇𝐿𝐿 = min�𝜌𝜌𝐶𝐶𝐿𝐿𝑇𝑇𝐶𝐶𝐶𝐶𝑖𝑖𝑆𝑆𝑖𝑖𝑇𝑇𝑛𝑛𝑆𝑆 × 𝑃𝑃𝑀𝑀𝑑𝑑 ,

𝜌𝜌𝐷𝐷𝑇𝑇𝑆𝑆𝑀𝑀𝑇𝑇 𝐶𝐶𝐿𝐿𝑇𝑇𝐶𝐶𝐶𝐶𝑖𝑖𝑆𝑆𝑖𝑖𝑇𝑇𝑛𝑛𝑆𝑆 × 𝑃𝑃𝑀𝑀𝑑𝑑0 × 𝜌𝜌𝐷𝐷𝑇𝑇𝑆𝑆𝑀𝑀𝑇𝑇
� 𝑘𝑘𝑑𝑑
𝜌𝜌𝑃𝑃𝑃𝑃𝑃𝑃𝑖𝑖𝑜𝑜𝑑𝑑𝑜𝑜

�

𝐼𝐼𝐼𝐼𝐹𝐹𝑑𝑑
� × 𝜌𝜌𝑇𝑇𝐿𝐿𝑆𝑆𝑇𝑇𝐿𝐿𝑀𝑀𝑛𝑛𝑆𝑆𝑇𝑇 

From where: 

0 ≤��𝑚𝑚𝑑𝑑0
𝑖𝑖 − 𝜌𝜌𝐿𝐿𝐿𝐿𝐿𝐿𝑇𝑇𝐿𝐿 × 𝑇𝑇𝑟𝑟𝑇𝑇𝑗𝑗𝑟𝑟𝑆𝑆𝑆𝑆𝑆𝑆𝑟𝑟𝑇𝑇𝑑𝑑0

𝑈𝑈𝑇𝑇𝑇𝑇𝑇𝑇𝐿𝐿 × 𝑛𝑛𝑆𝑆𝑛𝑛𝑛𝑛𝑟𝑟𝑟𝑟𝑆𝑆�𝑚𝑚𝑑𝑑
𝑖𝑖 ��

𝑛𝑛𝑑𝑑0

𝑖𝑖=1

× 𝑤𝑤𝑑𝑑0
𝑖𝑖  

��𝑚𝑚𝑑𝑑0
𝑖𝑖 − 𝑇𝑇𝑟𝑟𝑇𝑇𝑗𝑗𝑟𝑟𝑆𝑆𝑆𝑆𝑆𝑆𝑟𝑟𝑇𝑇𝑑𝑑0

𝑈𝑈𝑇𝑇𝑇𝑇𝑇𝑇𝐿𝐿 × 𝑛𝑛𝑆𝑆𝑛𝑛𝑛𝑛𝑟𝑟𝑟𝑟𝑆𝑆�𝑚𝑚𝑑𝑑
𝑖𝑖 ��

𝑛𝑛𝑑𝑑0

𝑖𝑖=1

× 𝑤𝑤𝑑𝑑0
𝑖𝑖 ≤ 0 

And: 

��𝑚𝑚𝑑𝑑
𝑖𝑖 − 𝑇𝑇𝑟𝑟𝑇𝑇𝑗𝑗𝑟𝑟𝑆𝑆𝑆𝑆𝑆𝑆𝑟𝑟𝑇𝑇𝑑𝑑

𝑈𝑈𝑇𝑇𝑇𝑇𝑇𝑇𝐿𝐿 × 𝑛𝑛𝑆𝑆𝑛𝑛𝑛𝑛𝑟𝑟𝑟𝑟𝑆𝑆�𝑚𝑚𝑑𝑑
𝑖𝑖 ��

𝑛𝑛𝑑𝑑

𝑖𝑖=1

× 𝑤𝑤𝑑𝑑𝑖𝑖 ≤ 0 

Where: 

𝑑𝑑0 means the Initial Determination Date or Base Date; 
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𝑃𝑃𝑀𝑀𝑑𝑑 and 𝑃𝑃𝑀𝑀𝑑𝑑0 mean the weighted Measures of the Benchmark Index on Determination Dates 𝑑𝑑 and 𝑑𝑑0 respectively; 

𝑘𝑘𝑑𝑑 means, with respect to Determination Date 𝑑𝑑, the number of Determination Dates since the Initial Determination Date or Base Date; 

𝜌𝜌𝐶𝐶𝐿𝐿𝑇𝑇𝐶𝐶𝐶𝐶𝑖𝑖𝑆𝑆𝑖𝑖𝑇𝑇𝑛𝑛𝑆𝑆, 𝜌𝜌𝐷𝐷𝑇𝑇𝑆𝑆𝑀𝑀𝑇𝑇 , 𝜌𝜌𝐷𝐷𝑇𝑇𝑆𝑆𝑀𝑀𝑇𝑇 𝐶𝐶𝐿𝐿𝑇𝑇𝐶𝐶𝐶𝐶𝑖𝑖𝑆𝑆𝑖𝑖𝑇𝑇𝑛𝑛𝑆𝑆 ,𝜌𝜌𝐿𝐿𝐿𝐿𝐿𝐿𝑇𝑇𝐿𝐿, 𝜌𝜌𝑃𝑃𝑇𝑇𝐿𝐿𝑖𝑖𝐿𝐿𝑑𝑑𝑃𝑃, and 𝜌𝜌𝑇𝑇𝐿𝐿𝑆𝑆𝑇𝑇𝐿𝐿𝑀𝑀𝑛𝑛𝑆𝑆𝑇𝑇 mean the ‘Coefficient’, ‘Decay’, ’Decay Coefficient’, ’Lower’, ‘Periods’, 

and ‘Tolerance’ Constraint Parameter Values respectively; 

𝐼𝐼𝐼𝐼𝐹𝐹𝑑𝑑 means the Inflation Adjustment Factor determined by: 

If the Inflation Value is specified: 

𝐼𝐼𝐼𝐼𝐹𝐹𝑑𝑑 =
∑ 𝑖𝑖𝑖𝑖𝑑𝑑𝑖𝑖 × 𝑛𝑛𝑆𝑆𝑛𝑛𝑛𝑛𝑟𝑟𝑟𝑟𝑆𝑆�𝑖𝑖𝑖𝑖𝑑𝑑𝑖𝑖 �
𝑛𝑛𝑑𝑑
𝑖𝑖=1
∑ 𝑛𝑛𝑆𝑆𝑛𝑛𝑛𝑛𝑟𝑟𝑟𝑟𝑆𝑆�𝑖𝑖𝑖𝑖𝑑𝑑𝑖𝑖 �
𝑛𝑛𝑑𝑑
𝑖𝑖=1

∑ 𝑖𝑖𝑖𝑖𝑑𝑑0
𝑖𝑖 × 𝑛𝑛𝑆𝑆𝑛𝑛𝑛𝑛𝑟𝑟𝑟𝑟𝑆𝑆�𝑖𝑖𝑖𝑖𝑑𝑑0

𝑖𝑖 �𝑛𝑛𝑑𝑑0
𝑖𝑖=1

∑ 𝑛𝑛𝑆𝑆𝑛𝑛𝑛𝑛𝑟𝑟𝑟𝑟𝑆𝑆�𝑖𝑖𝑖𝑖𝑑𝑑0
𝑖𝑖 �𝑛𝑛𝑑𝑑0

𝑖𝑖=1

�  

Else: 

𝐼𝐼𝐼𝐼𝐹𝐹𝑑𝑑 = 1 

 Where: 

 𝑖𝑖𝑖𝑖𝑑𝑑𝑖𝑖  and 𝑖𝑖𝑖𝑖𝑑𝑑0
𝑖𝑖  mean the Inflation Values for Constituent 𝑖𝑖 on Determination Dates 𝑑𝑑 and 𝑑𝑑0 respectively; and 

𝑛𝑛𝑑𝑑0 means the number of Constituents on Determination Date 𝑑𝑑𝐿𝐿.  

If there is no reported Inflation Value for Constituent 𝑖𝑖 on Determination Date 𝑑𝑑, then the value is 0 (zero); and 𝑛𝑛𝑆𝑆𝑛𝑛𝑛𝑛𝑟𝑟𝑟𝑟𝑆𝑆�𝑖𝑖𝑖𝑖𝑑𝑑
𝑗𝑗� 

means the value 1 (one) if there is an Inflation Value 𝑖𝑖𝑖𝑖𝑑𝑑
𝑗𝑗  reported and different from zero for Constituent 𝑗𝑗 on Determination 

Date 𝑑𝑑, else the value 0 (zero). 

 

For the avoidance of doubt, 𝑘𝑘𝑑𝑑 has the value 0 (zero) and 𝐼𝐼𝐼𝐼𝐹𝐹𝑑𝑑 has the value of 1 (one) on the Initial Determination Date, and so the 

constraint reduces to: 

𝐼𝐼𝐶𝐶𝑀𝑀𝑑𝑑0 ≤ 𝜌𝜌𝐶𝐶𝐿𝐿𝑇𝑇𝐶𝐶𝐶𝐶𝑖𝑖𝑆𝑆𝑖𝑖𝑇𝑇𝑛𝑛𝑆𝑆 × 𝑃𝑃𝐶𝐶𝑀𝑀𝑑𝑑0 × 𝜌𝜌𝑇𝑇𝐿𝐿𝑆𝑆𝑇𝑇𝐿𝐿𝑀𝑀𝑛𝑛𝑆𝑆𝑇𝑇 

 

Turnover from Current 

The Turnover from Current constraint ensures that the two-way turnover generated by moving from the current holdings to those of 
the Optimized Weights does not exceed the specified limit. This constraint does not apply on the Initial Determination Date. 
 
If Determination Date 𝑑𝑑 is not the Initial Determination Date: 
 

If 𝜌𝜌𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 is ‘Additional to Benchmark’: 

� �𝑤𝑤𝑑𝑑𝑖𝑖 − 𝑟𝑟𝑤𝑤𝑑𝑑𝑖𝑖 �

𝑛𝑛𝑑𝑑,𝑑𝑑−1

𝑖𝑖=1

≤ � �𝑏𝑏𝑑𝑑𝑖𝑖 − 𝑟𝑟𝑏𝑏𝑑𝑑𝑖𝑖 �

𝑛𝑛𝑑𝑑,𝑑𝑑−1

𝑖𝑖=1

+ 𝜌𝜌𝑀𝑀𝑀𝑀𝑀𝑀 

 Else (when 𝜌𝜌𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 is not specified): 

� �𝑤𝑤𝑑𝑑𝑖𝑖 − 𝑟𝑟𝑤𝑤𝑑𝑑𝑖𝑖 �

𝑛𝑛𝑑𝑑,𝑑𝑑−1

𝑖𝑖=1

≤ 𝜌𝜌𝑀𝑀𝑀𝑀𝑀𝑀 

Where: 

𝜌𝜌𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 means the optional ‘Type’ Constraint Parameter Value; 

𝑑𝑑 − 1 means, with respect to Determination Date 𝑑𝑑, the immediately predecing Determination Date; 

𝑛𝑛𝑑𝑑,𝑑𝑑−1 means the number of unique Constituents in the combined set of Constituents on Determination Dates 𝑑𝑑 and 𝑑𝑑 − 1; 

𝑤𝑤𝑑𝑑𝑖𝑖  means the Optimized Weight of Constituent 𝑖𝑖 on Determination Date 𝑑𝑑. For the avoidance of doubt, if Constituent 𝑖𝑖 is not a 

Constituent on Determination Date 𝑑𝑑, its Optimized Weight is 0 (zero); 

𝑟𝑟𝑤𝑤𝑑𝑑𝑖𝑖  means the current effective, or drifted, optimized weight of Constituent 𝑖𝑖 on Determination Date 𝑑𝑑 determined as follows: 
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 If Constituent 𝑖𝑖 is a Constituent on Determination Date 𝑑𝑑 − 1: 

𝑟𝑟𝑤𝑤𝑑𝑑𝑖𝑖 =
𝑤𝑤𝑑𝑑−1𝑖𝑖 × 𝑠𝑠𝑚𝑚𝑖𝑖𝑑𝑑𝑖𝑖

∑ 𝑤𝑤𝑑𝑑−1
𝑗𝑗 × 𝑆𝑆𝑚𝑚𝑖𝑖𝑑𝑑

𝑗𝑗𝑛𝑛𝑑𝑑−1
𝑗𝑗=1

 

 Else: 

𝑟𝑟𝑤𝑤𝑑𝑑𝑖𝑖 = 0 

 Where: 

𝑛𝑛𝑑𝑑−1 means the number of Constituents on Determination Date 𝑑𝑑 − 1; 

𝑤𝑤𝑑𝑑−1𝑖𝑖  and 𝑤𝑤𝑑𝑑−1
𝑗𝑗  mean the Optimized Weights of Constituents 𝑖𝑖 and 𝑗𝑗 respectively on Determination Date 𝑑𝑑 − 1; 

𝑠𝑠𝑚𝑚𝑖𝑖𝑑𝑑𝑖𝑖  means the Returns Universe Security Market Value in the Index Currency of Constituent 𝑖𝑖 on Determination Date 𝑑𝑑; 

𝑆𝑆𝑚𝑚𝑖𝑖𝑑𝑑𝑖𝑖  means the Returns Universe Total Market Value in the Index Currency of Constituent 𝑖𝑖 on Determination Date 𝑑𝑑; 

𝑏𝑏𝑑𝑑𝑖𝑖  means the Benchmark Index Weight of Constituent 𝑖𝑖 on Determination Date 𝑑𝑑. For the avoidance of doubt, if Constituent 𝑖𝑖 is not a 

Constituent on Determination Date 𝑑𝑑, its Benchmark Index Weight is 0 (zero); 

𝑟𝑟𝑏𝑏𝑑𝑑𝑖𝑖  means the current effective, or drifted, Benchmark Index weight of Constituent 𝑖𝑖 on Determination Date 𝑑𝑑 determined as follows: 

 If Constituent 𝑖𝑖 is a Constituent on Determination Date 𝑑𝑑 − 1: 

𝑟𝑟𝑏𝑏𝑑𝑑𝑖𝑖 =
𝑏𝑏𝑑𝑑−1𝑖𝑖 × 𝑠𝑠𝑚𝑚𝑖𝑖𝑑𝑑𝑖𝑖

∑ 𝑏𝑏𝑑𝑑−1
𝑗𝑗 × 𝑆𝑆𝑚𝑚𝑖𝑖𝑑𝑑

𝑗𝑗𝑛𝑛𝑑𝑑−1
𝑗𝑗=1

 

 Else: 

𝑟𝑟𝑏𝑏𝑑𝑑𝑖𝑖 = 0 

 Where: 

𝑛𝑛𝑑𝑑−1 means the number of Constituents on Determination Date 𝑑𝑑 − 1; 

𝑏𝑏𝑑𝑑−1𝑖𝑖  and 𝑏𝑏𝑑𝑑−1
𝑗𝑗  mean the Benchmark Index Weights of Constituents 𝑖𝑖 and 𝑗𝑗 respectively on Determination Date 𝑑𝑑 − 1; and 

𝜌𝜌𝑀𝑀𝑀𝑀𝑀𝑀 means the ‘Max’ Constraint Parameter Value. 

 

Appendix I: Glossary  

Terms used in this Methodology Supplement that are either not already defined in, or extend those in, the Base Methodology. 

Base Methodology 
The Bloomberg Fixed Income Index Metholdogy. 
https://www.bloomberg.com/professional/product/indices/ 

Measure The specified data to be used in the Trajectory constraint. 

Constituent The securities in the Benchmark Index, grouped by Ticker. 

Constraint A condition that solutions to the Optimization Problem must satisfy. 

Constraint Parameter Value With respect to a Constraint, the value specified for a named parameter. 

Credit Cluster A set of credit quality ratings. 

Determination Date A date on which the Optimized Weights are determined for a rebalance. 

Excluded Constituent A Constituent excluded from the Index due to the exclusion criteria. 

Group A partition of Constituents, chosen by a specific and common set of characteristic. 

Index Base Date The first date on which an Index has a value. 

Initial Determination Date The first date on which Optimized Weights are determined for the Index. 
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Objective Function The property of the Optimized Weights that the Optimization Alorithm seeks to either minimize or 
maximize. 

Optimization Problem Together the Benchmark Index, Constituents, Objective Function, Weight Bounds and Constraints. 

Optimized Weight The weight of each Constituent, together the Index weights, determined by finding a solution to the 
Optimization Problem. 

Benchmark Index Weight The weights of the Constituents in the Benchmark Index. 

Risk Exposure A risk attribute of the Constituent. 

Uplift Constituent With respect to a Determination Date, the securities in the Uplift Index. 

Weight Bounds The upper and lower limits for the Optimized Weight of each Constituent. 
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Appendix II: Fields Description 

Fields required in addition to those laid out in the Base Methodology for the application of optimization constraints. 

Constraint Field Description 

Green Revenue CT_TOTAL_MAX_REV This field represents the total of all revenues derived from any of the six 
environment impact themes including alternative energy, energy efficiency, 
green building, pollution prevention, sustainable water, or sustainable 
agriculture 

 

Version Control 

Version Reviewer Review Date Comments 

1    



Take the next step. 

For additional information,  
email indexhelp@bloomberg.net  
or press the <HELP> key twice 
on the Bloomberg Terminal* 
bloomberg.com/indices 

 Beijing 
+86 10 6649 7500 

Hong Kong 
+852 2977 6000 

New York 
+1 212 318 2000 

Singapore 
+65 6212 1000 

 Dubai 
+971 4 364 1000 

London 
+44 20 7330 7500 

San Francisco 
+1 415 912 2960 

Sydney 
+61 2 9777 8600 

 Frankfurt 
+49 69 9204 1210 

Mumbai 
+91 22 6120 3600 

São Paulo 
+55 11 2395 9000 

Tokyo 
+81 3 4565 8900 

 

Disclaimer  

BLOOMBERG, BLOOMBERG INDICES and Bloomberg Fixed Income Indices (the “Indices”) are trademarks or service marks of 
Bloomberg Finance L.P. Bloomberg Finance L.P. and its affiliates, including Bloomberg Index Services Limited, the administrator of 
the Indices (collectively, “Bloomberg”) or Bloomberg's licensors own all proprietary rights in the Indices. Bloomberg does not 
guarantee the timeliness, accuracy or completeness of any data or information relating to the Indices. Bloomberg makes no 
warranty, express or implied, as to the Indices or any data or values relating thereto or results to be obtained therefrom, and 
expressly disclaims all warranties of merchantability and fitness for a particular purpose with respect thereto. It is not possible to 
invest directly in an Index. Back-tested performance is not actual performance. Past performance is not an indication of future 
results. To the maximum extent allowed by law, Bloomberg, its licensors, and its and their respective employees, contractors, 
agents, suppliers and vendors shall have no liability or responsibility whatsoever for any injury or damages - whether direct, 
indirect, consequential, incidental, punitive or otherwise - arising in connection with the Indices or any data or values relating 
thereto - whether arising from their negligence or otherwise. This document constitutes the provision of factual information, rather 
than financial product advice. Nothing in the Indices shall constitute or be construed as an offering of financial instruments or as 
investment advice or investment recommendations (i.e., recommendations as to whether or not to “buy”, “sell”, “hold”, or to enter 
or not to enter into any other transaction involving any specific interest or interests) by Bloomberg or a recommendation as to an 
investment or other strategy by Bloomberg. Data and other information available via the Indices should not be considered as 
information sufficient upon which to base an investment decision. All information provided by the Indices is impersonal and not 
tailored to the needs of any person, entity or group of persons. Bloomberg does not express an opinion on the future or expected 
value of any security or other interest and do not explicitly or implicitly recommend or suggest an investment strategy of any kind. 
Customers should consider obtaining independent advice before making any financial decisions. © 2024 Bloomberg. All rights 
reserved. This document and its contents may not be forwarded or redistributed without the prior consent of Bloomberg. 

The BLOOMBERG TERMINAL service and Bloomberg data products (the “Services”) are owned and distributed by Bloomberg 
Finance L.P. (“BFLP”) except (i) in Argentina, Australia and certain jurisdictions in the Pacific islands, Bermuda, China, India, Japan, 
Korea and New Zealand, where Bloomberg L.P. and its subsidiaries distribute these products, and (ii) in Singapore and the 
jurisdictions serviced by Bloomberg’s Singapore office, where a subsidiary of BFLP distributes these products. 

 

http://bloomberg.com/indices
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