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DISCLAIMER: Any assumptions, opinions and estimates constitute our judgment as of the date of this material and are
subject to change without notice. Confluence Capital Analytics Inc. (“Confluence”) and its affiliates and any third-party
providers, as well as their directors, officers, shareholders, employees or agents (collectively: “Confluence Parties”) do not
guarantee the accuracy, completeness, adequacy or timeliness of any information, including ratings and rankings and are not
responsible for errors and omissions or for the results obtained from the use of such information and Confluence Parties shall
have no liability for any errors, omissions, or interruptions therein, regardless of the cause, or for the results obtained from
the use of such information. CONFLUENCE PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES,
INCLUDING, BUT NOT LIMITED TO ANY WARRANTIES OF MERCHANTABILITY, SUITABILITY OR FITNESS FOR A
PARTICULAR PURPOSE OR USE. In no event shall Confluence Parties be liable to any party for any direct, indirect, incidental,
exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including,
without limitation, lost income or lost profits and opportunity costs) in connection with any use of the information contained in
this document even if advised of the possibility of such damages. Confluence ratings and rankings are statements of opinion
as of the date they are expressed and not statements of fact or recommendations to purchase, hold, or sell any securities or
to make any investment decisions. Confluence ratings and rankings should not be relied on when making any investment or
other business decision. Confluence’s opinions and analyses do not address the suitability of any security. Confluence does not
act as a fiduciary or an investment advisor. While Confluence has obtained information from sources believed to be reliable,
Confluence does not perform an audit or undertake any duty of due diligence or independent verification of any information it
receives. Confluence keeps certain activities of its business units separate from each other in order to preserve the
independence and objectivity of their respective activities. As a result, certain business units of Confluence may have
information that is not available to other Confluence business units. Confluence has established policies and procedures to
maintain the confidentiality of certain non-public information received in connection with each analytical process. Confluence
may receive compensation for its ratings and certain analyses. Confluence reserves the right to disseminate its opinions and
analyses. At times, Confluence’s public ratings and analyses are made available on its website
(www.ConfluenceAnalytics.com) and may be distributed through other means, including via Confluence-issued
publications and third-party redistributors. This material is not intended as an offer or solicitation for the purchase or sale of
any security or other financial instrument. Securities, financial instruments or strategies mentioned herein may not be suitable
for all investors. Any opinions expressed herein are given in good faith, are subject to change without notice, and are only
correct as of the stated date of their issue. Prices, values, or income from any securities or investments mentioned in this
report may fall against the interests of the investor and the investor may get back less than the amount invested. Where an
investment is described as being likely to yield income, please note that the amount of income that the investor will receive
from such an investment may fluctuate. Where an investment or security is denominated in a different currency to the
investor’s currency of reference, changes in rates of exchange may have an adverse effect on the value, price or income of or
from that investment to the investor. The information contained in this material does not constitute advice on the tax
consequences of making any particular investment decision. This material does not take into account your particular
investment objectives, financial situations or needs and is neither intended as a recommendation of particular securities,
financial instruments or strategies to you nor is it considered to be investment advice. Before acting on any information in this
material, you should consider whether it is suitable for your particular circumstances and seek professional advice.



Agenda
• Summary of Carbon Footprint of Benchmarks & ESG ETFs

- Scope 1&2 
- Total Emissions

• Digital Carbon Innovation

• Cost of the Benchmarks vs Carbon Pricing Benchmarks

• Range of Digital Carbon Prices for Net Zero Portfolios

Net Zero Models – How we combine our ESG Signals and Digital Carbon 
to move sustainable investing forward and systematically net zero 

investment portfolios

• Appendix: Benchmark Emissions Details  Scopes 1 -3



Background on Emissions



Benchmark ETFs Emissions 

Carbon intensity of market 
benchmarks

It is clear that international 
indices (EFA & ACWI) are 
much more carbon intense 
then US indices

Index composition drives 
more of these geographical 
differences

Benchmarks are also a 
good proxy of the footprint 
for portfolios of ETFs
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US Large Cap Scope 1&2 Emissions 

Russell 1000 Index since 
2000 shows a noticeable 
decline since 2020

Most of decline in carbon 
intensity is a result of 
market capitalization 
favoring 

Carbon lite sectors like 
Tech (27%) and 
Communications (8%) 
over Energy (4.9%)



US Large Cap Emissions Allocation

Allocation of Emissions by 
sector as a percentage of 
total emissions

Shows how Energy, 
Utilities, Financials and 
Materials are the majority 
of emissions

Energy as a % allocation of 
the IWB has doubled since 
2020



Intl Developed Scope 1&2 Emissions

An index of International 
developed companies has 
seen a small decline since 
2020

Materials sector at 8% of 
the index generates nearly 
40% of the emissions 

Carbon lite sectors like 
Tech (8.5%) and 
Communications (5%) 
over Energy (4%) and 
Industrials (15%) 



Intl Developed Emissions Allocation

Allocation of Emissions by 
sector as a percentage of 
total emissions

Shows how Energy, 
Utilities, and Materials are 
the majority of emissions



How can portfolio emissions be 
efficiently offset? How much does it 
cost?

There is a better way to address this 
cost and engage investors



Define Carbon Pricing Benchmarks
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Carbon Market Description Price YTD Additional Expense

European Carbon Credit 
Market (ETS) 

A Futures contract for one EUA 
(European Union Allowance), 
permitting one ton of CO2 or C02 
equivalent greenhouse gas 
emission. 

EUR99.54/tCO2e 24.43%
Regulatory Credits with 
additional brokerage 
expense to purchase

California Carbon Credit 
Market (CARB)

ETCCA Futures – physically 
delivered greenhouse gas 
emissions allowance for the 
California Carbon Allowance (CCA) 
program.

$28.99/tCO2e 0.24%
Regulatory Credits with 
additional brokerage 
expense to purchase

Nature Based Carbon 
Offset (NBO)

Nature-Based offset projects from 
the traditional voluntary carbon 
market.

$3.85/tCO2e -15.34%
Voluntary Credits that 

require a broker to execute 
purchase OTC

Digital Carbon

Voluntary Carbon credits that  
have been bridged to the 
blockchain mostly on the Polygon 
Network

$2.14/tCO2e 65%
Voluntary Credits that 

include systematic charges 
in the price



Cost of Scope 1&2 Emissions – Net Zero
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Digital Carbon Nature Based CARB ETS

Benchmark Digital Carbon Nature Based CARB ETS
SPY 0.01% 0.02% 0.14% 0.48%
IWB 0.01% 0.02% 0.14% 0.49%
IWV 0.01% 0.02% 0.14% 0.49%
EFA 0.02% 0.04% 0.31% 1.05%
ACWI 0.02% 0.03% 0.22% 0.74%

Comparison of the Market 
Benchmarks’ cost of 
emissions

Regulatory Pricing like ETS 
& CARB are not cost 
feasible to use for 
International Indices

Voluntary Carbon Credits 
can offset all market 
indices for under 20bps 
annually
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Digital Carbon Nature Based CARB

Cost of Total Emissions – Net Zero

Total emissions costs of 
Scopes 1,2 and 3 for all 
market indices

Regulatory pricing like 
CARB are not cost feasible 
for total emissions and 
gives a ~$20 handle limit 
on VCM pricing

Voluntary Carbon Credits 
can offset all market US 
indices for all of their 
emissions

Only Digital Carbon is 
feasible for all benchmarks

Benchmark Digital Carbon Nature Based CARB
SPY 0.09% 0.16% 1.19%
IWB 0.09% 0.17% 1.23%
IWV 0.10% 0.18% 1.32%
EFA 0.19% 0.34% 2.52%
ACWI 0.12% 0.22% 1.65%



Digital Carbon Evolution

All the ingredients for 
systematic offsetting of 
investment portfolios

Transparent, Scalable
High Speed, and Efficient 
Pricing

An action step that helps 
drive engagement and 
differentiation



Digital Carbon Pricing Dashboard

https://carbon.klimadao.finance/carbon-pricing

Commodified carbon pools include multiple carbon projects that meet specific criteria, such as 
project vintage or technology type. 



Digital Carbon Pricing History

https://carbon.klimadao.finance/carbon-pricing
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Pricing Thresholds for Scope 1&2 - Net Zero

Range of Costs for 
offsetting with digital 
carbon for Scopes 1&2

Now = $2.14

Baseline = $9

Max Price = $26.5

Max Price offsets Global 
and US Portfolios

Scope 1&2 will be the main 
offset focus

Benchmark Now Baseline Max 
SPY 0.01% 0.04% 0.13%
IWB 0.01% 0.04% 0.13%
IWV 0.01% 0.04% 0.13%
EFA 0.02% 0.10% 0.28%
ACWI 0.02% 0.07% 0.20%
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Thresholds Total Emissions - Net Zero

Range of Costs for 
offsetting with digital 
carbon for Total Emissions

Now = $2.14

Baseline = $2.75

Max Price = $4.40

Max Price offsets all US 
Portfolios

Benchmark Now Baseline Max 
SPY 0.09% 0.11% 0.18%
IWB 0.09% 0.12% 0.19%
IWV 0.10% 0.12% 0.20%
EFA 0.19% 0.24% 0.38%
ACWI 0.12% 0.16% 0.25%



Net zero investing is  
achieveable.

We have the solution & path forward



New Category of Asset Management

Net Zero

The answer to ESG’s shortfalls: 
Performance & Greenwashing



Net Zero Process
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Fixing the issues with sustainable investing



ESG & Carbon Signal Process
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Our Signals Lead to Better Outcomes
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US Large Cap – Net Zero

Net Zero – US Large Cap

Outperformed in 2022 -14% vs -19% 
with 80% decline in carbon footprint

ESG Performance & Alpha Signals plus 
are the major factors driving selection

Net Zero cost 12bps



We’ve developed Net Zero 
Model Portfolios for Stocks 
& ETFs.

Check out a demo of the 
Net Zero Model Portfolio
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GET THE DEMO

http://codi-visuals.vercel.app/


Benchmark ETF Emissions



SPY ETF Emissions Details



IWB ETF Emissions Details



IWV ETF Emissions Details



EFA ETF Emissions Details



ACWI ETF Emissions Details



Thank you!
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