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the index set was constructed to comply with the PAB

and ctB requirements,6 and covers the investment-grade

segment in Us dollars, euros, sterling and other currencies,

and high-yield bonds in dollars and euros. the PAB and

ctB strategies may gain even more prominence in europe

under a new sFDr7, which has proposed new sustain-

ability categories that broaden their role. 

“Because of its scale, the fixed income market 

represents a critical lever in climate transition finance,”

said Antonio celeste, Head of sustainability and 

Factors, index Product Management at stOXX. 

“Advances in data and optimization technologies now

make it possible to bring the same indexing rigor 

to bond allocations that investors have long applied 

in equities, integrating decarbonization objectives 

in a practical and transparent way.” 

“We timed the launch of these indices to help investors

navigate an increasingly complex sustainability 

landscape, where multiple investment considerations

must be addressed together,” celeste added.

this report aims to explore the performance 

of the stOXX ice Fixed income sustainability indices

from return and sustainability perspectives.     

Decarbonizing the bond portfolio: 
a systematic approach to climate-aligned
fixed income indices

1 According to Mercer, in “the evolving sustainable investment
landscape for large asset owners” (October 29, 2025), nearly half
of the large asset owners surveyed by the consultancy company
between October 2024 and January 2025 said they have climate
transition targets, and a further 15% expects to do so within the
next two years.

2 the stOXX ice Fixed income sustainability indices were launched
five years after stOXX introduced global PABs and ctBs for 
equities. For information on the PAB and ctB frameworks, see 
an original article here and a follow-up article from 2026 covering 
a methodology update.   

3 source: Morningstar. 

4 ice, the owner of the New York stock exchange and a leading 
provider of market technology and data, is responsible for pricing,
reference data and index calculation services in the stOXX ice
Fixed income sustainability indices. stOXX, which developed 
the indices, oversees their administration and provides its propri-
etary data.

5 According to Morningstar, in “Global sustainable Fund Flows:
Q1 2026,” sustainable equity funds saw net outflows in every 
quarter of 2025, while sustainable fixed income funds registered
net inflows. 

6 commission Delegated regulation (eU) 2020/1818.

7 eU sustainable Finance Disclosure regulation.

Climate investing continues to accelerate, as regulation 
and low-carbon commitments1 push investors toward 
index-based solutions that can meet sustainability goals 
without compliance or trading practicalities.

According to Morningstar, assets in Paris-Aligned Bench-

mark (eU PAB) and eU climate transition Benchmark 

(eU ctB) exchange-traded funds (etFs), which align 

investments with the Paris Agreement’s long-term global 
warming goals,2 rose 28% to UsD 139 billion at the end 

of April this year from the end of 2024.3

interest in this segment is expanding beyond equities 

into bonds, where institutional investors can influence 

financing conditions at scale through benchmark-aware 
investments for strategic asset allocation and risk-

management frameworks.

to serve this demand, the stOXX ice Fixed income 

sustainability indices were introduced in 2025, combining 
the expertise of stOXX and intercontinental exchange

(ice),4 leading data from iss sustainability and an 

optimizer from Axioma. the launch reflects two 
converging trends: the growth of sustainable fixed income 
products and of index-based vehicles such as etFs. 

Assets in fixed income PAB and ctB etFs rose 19% to 

UsD 13.4 billion between the end of 2024 and April 2026, 

Morningstar data show.5 that’s still only 11% of the capital 
invested in similar equity etFs. 

https://www.mercer.com/insights/investments/investing-sustainably/the-evolving-landscape-for-sustainable-investment/#references
https://www.mercer.com/insights/investments/investing-sustainably/the-evolving-landscape-for-sustainable-investment/#references
https://stoxx.com/qontigo-introduces-eu-compliant-climate-benchmarks/
https://stoxx.com/ctb-pab-climate-benchmarks-evolve-with-investment-landscape/
https://www.morningstar.com/business/insights/research/global-esg-flows
https://www.morningstar.com/business/insights/research/global-esg-flows
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source: stOXX.

Figure 1: STOXX ICE Fixed Income Sustainability indices—coverage

ICE parent universe

ice BofA Us corporate index (c0A0)

ice BofA Us High Yield index (H0A0)

ice BofA euro corporate index (er00)

ice BofA euro High Yield index (He00)

ice BofA sterling corporate index (Ur00)

ice BofA Global corporate index (G0Bc)

Climate Transition Benchmark

Index name

stOXX ice Us corporate ctB index

stOXX ice Us High Yield ctB index

stOXX ice euro corporate ctB index

stOXX ice euro High Yield ctB index

stOXX ice sterling corporate ctB index

stOXX ice Global corporate ctB index

Paris-Aligned Benchmark

Index name

stOXX ice Us corporate PAB index

stOXX ice Us High Yield PAB index

stOXX ice euro corporate PAB index

stOXX ice euro High Yield PAB index

stOXX ice sterling corporate PAB index

stOXX ice Global corporate PAB index

Index methodology
index construction follows an optimization process that

uses the Axioma Portfolio Optimizer software. it is aimed

at meeting the requirements detailed in the commission

Delegated regulation (eU) 2020/1818—including carbon

footprint reduction thresholds relative to the starting 

universe and a minimum decarbonization pathway—

while minimizing turnover. the latter is of particular 

interest for asset owners and investors in general.

the indices overweight companies that have greenhouse

gas (GHG) reduction targets under the science Based

targets initiative (sBti)8 and aim for a minimum 

‘green-to-brown’ revenue ratio. they exclude companies

Suite scope
the indices are derived from ice BofA index universes

and cover six segments, detailed in Figure 1. the parent

ice BofA indices are among the most widely used fixed

income benchmarks in the world, covering trillions 

of dollars in debt across major currencies. eligibility 

criteria—including minimum issuance size thresholds—

ensure that constituent bonds meet institutional 

liquidity standards.

based on global norms, product involvement 

and controversies. the PABs also remove companies 

with activities that hinder certain United Nations 

sustainable Development Goals (sDGs) (Figure 2).

exclusionary screens, scope 1–3 emissions data, 

‘green-to-brown’ ratios, sDGs contribution/obstruction 
data and sBti disclosures are all provided by iss 
sustainability. 

importantly, there are also constraints in terms of duration 
times spread, exposure to ice industries and countries, 
yield, and caps at the security and issuer level. 

PABs and ctBs, meanwhile, are becoming standard 

guidelines in europe and beyond, helping improve trans-

parency and comparability in sustainable investments.

PABs are geared to investors with significant ambition 

on climate change mitigation as they shift investments

away from carbon-intensive activities and toward renew-

able energy and energy efficiency. ctBs are appropriate

for investors seeking to protect their assets against 

climate-transition risks.

8 the methodology overweights issuers with sBti Approved, 
committed and Ambitious targets. 
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Figure 2: STOXX ICE Fixed Income Sustainability indices—methodology

ICE parent universes

• ice BofA Us corporate index (c0A0)
• ice BofA Us High Yield index (H0A0)
• ice BofA euro corporate index (er00)
• ice BofA euro High Yield index (He00)
• ice BofA sterling corporate index (Ur00)
• ice BofA Global corporate index (G0Bc)

Core Fixed Income Sustainability indices ~90% coverage in ESG data with ISS offers 
a competitive edge in Investment Grade

Exclusions

For stOXX ice Fi ctB indices, companies are excluded if they
• violate global norms per iss sustainability data
• are involved in controversial weapons 
• are tobacco producers

the stOXX ice Fi PAB indices have the following additional 
exclusions based on specific thresholds:
• revenue generation from fossil fuels
• Power generation from fossil fuels or biomass
• significant obstruction to sDG 12 (responsible consumption

and Production), sDG 13 (climate Action), sDG 14 (Life
Below Water) and sDG 15 (Life on Land)

Constraints

• Duration times spread +/- 5% of parent in industry, country 
• Yield ≥ parent index
• Maximum issuer weight is 1%
• One-way turnover ≤ parent index +1%
• security is removed if iss sustainability data is missing

Risk and diversification constraints

Optimization objective: minimize turnover vs. parent index

Constraints based on EU Climate Benchmarks 
Regulation, investment objectives

Carbon and SDG constraints

• Minimum scope 1+2+3 GHG intensity reduction
• 30% reduction over parent index (ctB), 50% reduction

over parent index (PAB)

• 7% YoY decarbonization from base date Dec. 2020

• Overweight companies with approved, committed and
ambitious science-based climate targets

• Green-to-brown revenue ratio: PAB indices – at least
4x parent index, ctB indices – ≥ parent index

Backtested results show the stOXX ice Fixed income 

indices deliver low tracking error, while offering sustained

performance. Figures 3 through 5 show risk, returns 

and fixed income characteristics of PAB and ctB indices

derived from three universes: 

• ice BofA euro corporate

• ice BofA euro High Yield

• ice BofA sterling corporate
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ICE BofA Euro Corporate index

STOXX ICE Euro Corporate CTB index

STOXX ICE Euro Corporate PAB index

source: stOXX, ice as of March 31, 2026. total return in UsD. Unless specified, all risk and return metrics are annualized over the December
2020 to March 2026 period. 

Figure 3: STOXX ICE Euro Corporate indices—performance

Annualized active return (%)
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Annualized 3Y return (%)

Annualized 5Y return (%)

Annualized active risk(%)

Annualized risk (%)

sharpe ratio

Maximum drawdown (%)

ir

tracking error(%)

Avg. one-way turnover(%)

Number of constituents

Number of exclusions

effective duration (yrs)

spread duration (yrs)

OAs (bps)

Yield to maturity (%)

ICE BofA 
Euro 
Corporate
index

-

–0.59

3.78%

–0.48%

-

         5.19

–0.11

–16.37

-

-

          1.96

4,593

-

         4.68

         4.68

       91.05

         3.67

STOXX ICE
Euro 
Corporate
CTB index

        0.06

–0.53

3.66%

–0.45%

        0.24
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–0.03

–15.68

0.25

0.24

2.39

4,148

445
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STOXX ICE
Euro 
Corporate
PAB index

        0.02
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–0.11
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0.09

0.23
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Performance—minimal tracking error
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source: stOXX, ice as of March 31, 2026. total return in GBP. Unless specified, all risk and return metrics are annualized over the December
2020 to March 2026 period.

Figure 5: STOXX ICE Sterling Corporate indices—performance
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-
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ICE BofA Euro High Yield index

STOXX ICE Euro High Yield CTB index

STOXX ICE Euro High Yield PAB index

source: stOXX, ice as of March 31, 2026. total return in UsD. Unless specified, all risk and return metrics are annualized over the December
2020 to March 2026 period.

Figure 4: STOXX ICE Euro High Yield indices—performance
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Notably for fixed income investors, the PAB and ctB

portfolios also maintain similar characteristics to those 

of the benchmark in terms of duration, option-adjusted

spread (OAs) and yield. the similarities reflect constraints

in the index construction methodology. 

Carbon profiles 
From a climate perspective, an analysis of the portfolios’

carbon footprint and issuers’ emissions commitments 

allows investors to assess the pace and potential pathway

of decarbonization. Figures 6 through 8 show that 

the stOXX ice Fixed income sustainability indices 

have consistently maintained a significantly lower

weighted-average carbon intensity than their respective

benchmarks—an objective embedded in the PAB and

ctB methodology.
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Figure 6: STOXX ICE Euro Corporate indices—

weighted-average carbon intensity
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source: stOXX, ice as of March 31, 2026.

Figure 7: STOXX ICE Euro High Yield indices—

weighted-average carbon intensity  
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Figure 8: STOXX ICE Sterling Corporate indices—

weighted-average carbon intensity  
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Emissions commitments
Over time, the stOXX ice Fixed income sustainability 

indices have maintained a higher allocation to bonds 

with sBti-approved targets than the benchmark 

(Figures 9 through 11). this higher exposure is consistent

with the index methodology and exclusion framework. 

the trend for both PAB and ctB indices, and for 

the benchmark, is one of increased representation 

of companies with science-based carbon targets. 

the number of companies with validated targets 

rose 40% to 9,764 by end-2025 from a year earlier, 

according to sBti,9 facilitating investment strategies 

with such criteria in focus.
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Figure 9: STOXX ICE Euro Corporate indices— 

SBTi approved targets (%) N
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Figure 10: STOXX ICE Euro High Yield indices— 

SBTi approved targets (%)
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Figure 11: STOXX ICE Sterling Corporate indices—

SBTi approved targets (%)

9 sBti, “corporate climate target-setting up 40% in 2025, with Asia
emerging as a centre of gravity,” April 9, 2026. 

https://sciencebasedtargets.org/news/corporate-climate-target-setting-up-40-in-2025-with-asia-emerging-as-a-centre-of-gravity
https://sciencebasedtargets.org/news/corporate-climate-target-setting-up-40-in-2025-with-asia-emerging-as-a-centre-of-gravity
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Systematic framework
to integrate climate objectives
the market for sustainable fixed income products 

remains nascent relative to its potential. Only about 3% 

of assets under management in fixed income etFs have 

a sustainable focus, according to iss sustainability10, and 

a higher ratio is needed if the world is to meet global 

warming targets by 2050. 

that gap represents both a challenge and an opportunity. 
the stOXX ice Fixed income sustainability indices 

are designed to meet growing demand in climate-focused 
solutions in the bond market, a structural trend set 

to continue amid ongoing eU disclosure requirements 

and asset owner net-zero commitments. 

the index suite brings together the capabilities and 

expertise of several partners. By offering a systematic

framework that combines close benchmark alignment, 

rigorous decarbonization and a growing universe 

of sBti-validated issuers, the indices are positioned 

not merely as a compliance tool but as a durable building

block for climate-aware fixed income allocation—

one whose relevance is likely to rise.

10 source: iss sustainability, “2025 sustainable Fund trends:
Appreciation Drives 17% AUM Growth,” March 17, 2026.

https://www.iss-stoxx.com/insights/articles/2025-sustainable-fund-trends-appreciation-drives-17-aum-growth/
https://www.iss-stoxx.com/insights/articles/2025-sustainable-fund-trends-appreciation-drives-17-aum-growth/


9 copyright ©2026 stOXX Ltd.

Decarbonizing the bond portfolio: a systematic approach to climate-aligned fixed income indices

Offices and contacts
Learn more about stOXX & DAX indices on stOXX.com

Zug

theilerstrasse 1A 

6300 Zug

switzerland

P| +41 43 430 71 60 

London

1 London Bridge

4th Floor, West Building

London, se1 9BG

United Kingdom

P| +44 20 7862 7680

Frankfurt

taunus tower

Mergenthalerallee 73–75

65760 eschborn

Germany

P| +49 6196 7719 257  

Paris

5 rue du renard

75004 Paris

France

P| +33 1 55 27 38 38

Milan

7th Floor

Piazza velasca 3/5

20122 Milan

italy

Prague

Futurama Business Park Building e

sokolovska 662/136e 

186 00 Prague 8

czech republic

P| +420 226 238 419

ISS Inc. (New York)

1177 Avenue of the Americas

14th Floor

New York, NY 10036

UsA

P| +1 646 680 6350 

Hong Kong

19th Floor, Nexxus Building

41 connaught road central

Hong Kong

P| +852 3107 8030

ISS K.K. (Tokyo)

sumitomo Fudosan Kanda, Building 16F

7 Kanda Mitoshiro-cho, chiyoda-ku

tokyo 101-0053

Japan

P| +852 3107 8030

ISS Australia Pty. (Sydney)

7F, 55 clarence street

sydney, NsW 2000 

Australia

P| +61 2 8048 3999

New Dehli

404-407, tower-B, 4th Floor

Unitech cyber Park, sector-39

Gurugram, Haryana 122003

india

Call a STOXX representative

customer support

customersupport@stoxx.com

P| +41 43 430 72 72

9 copyright ©2026 stOXX Ltd.

stOXX Ltd. (stOXX) and iss stOXX index GmbH (together “stOXX”) research reports are for informational purposes only and do not constitute investment advice or an offer to sell or the 
solicitation of an offer to buy any security of any entity in any jurisdiction. Although the information herein is believed to be reliable and has been obtained from sources believed to be reliable,
we make no representation or warranty, expressed or implied, with respect to the fairness, correctness, accuracy, reasonableness or completeness of such information. No guarantee is made
that the information in this report is accurate or complete, and no warranties are made with regard to the results to be obtained from its use. stOXX will not be liable for any loss or damage 
resulting from information obtained from this report. Furthermore, past performance is not necessarily indicative of future results. exposure to an asset class, a sector, a geography or a strategy
represented by an index can be achieved either through a replication of the list of constituents and their respective weightings or through investable instruments based on that index. stOXX
does not sponsor, endorse, sell, promote or manage any investment product that seeks to provide an investment return based on the performance of any index. stOXX makes no assurance
that investment products based on any stOXX® or DAX® index will accurately track the performance of the index itself or return positive performance. the views and opinions expressed in this
research report are those of the author and do not necessarily represent the views of stOXX. this report may not be reproduced or transmitted in whole or in part by any means – electronic,
mechanical, photocopying or otherwise – without stOXX’s prior written approval.

Part of

https://stoxx.com/

