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Performance 
 

 

In the first quarter of 2025, all indices in the RAFI Fundamental Reduced Carbon Pathway 

series outperformed their respective cap-weighted benchmarks, as value-oriented names proved 

more resilient than growth amidst a broad-based market contraction. The strongest 

outperformance came from the RAFI Fundamental Developed Custom Reduced Carbon 

Pathway 3.0% Index, which outpaced its benchmark by 5.3%. Over the trailing 12–months, 

three out of the four indices have led their benchmarks. The largest value add was the RAFI 

Fundamental Emerging Custom Reduced Pathway 3.0%, which outperformed its benchmark by 

8.4%. 

Global 

The RAFI Fundamental Global Reduced Carbon Pathway 3.5% Index demonstrated resiliency in 

Q1, delivering a return of 3.9% and leading its cap-weighted benchmark by 5.1%. Over the past 

12–months, the strategy exceeded its benchmark by 0.6%. The first quarter of 2025 gave way to 

heightened market volatility and uncertainty, as investors digested a slew of tariffs put in place 

and proposed by President Trump.  

NVIDIA (-3.7% active weight) was the top contributor, adding 72 bps to return. NVIDIA, along 

with other US Tech giants, saw their share price plunge in Q1. Although NVIDIA posted record 

quarterly revenue of 39.3 billion, which was up 12% from the previous quarter and 78% from a 

year ago, the repercussions from looming tariffs and AI chip exports overshadowed the company’s 

earnings. The second largest contributor to return at 44 bps was Tesla (-1.0% active weight). 

Tesla’s stock fell 35.8% in Q1, which erased the majority of the company’s monumental post-

election gain. The decline followed disappointing Q4 earnings, a mass recall of Cybertrucks, and 

controversy surrounding Elon Musk’s role as an advisor to the Department of Government 

Efficiency (DOGE). The third largest contributor was Broadcom (-0.9% active weight), which 

Performance Analysis
QTD

Return
QTD Excess 

Return
YTD

Return
1-Year
Return

Carbon Intensity 
(CF/Rev. $M USD)

RAFI Fundamental Global Reduced Carbon Pathway 3.5% Index 3.87% 5.09% 3.87% 8.12% 171.17
Solactive GBS Global Markets Large & Mid Cap Index -1.23% --- -1.23% 7.52% 139.68
RAFI Fundamental Developed Custom Reduced Carbon Pathway 3.0% Index 3.69% 5.33% 3.69% 7.30% 134.89
Solactive GBS Developed Markets Large & Mid Cap Index -1.64% --- -1.64% 7.54% 105.30
RAFI Fundamental Emerging Custom Reduced Carbon Pathway 3.0% Index 4.42% 2.29% 4.42% 15.84% 428.01
Solactive GBS Emerging Markets Large & Mid Cap Index 2.13% --- 2.13% 7.48% 433.20
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contributed 27 bps to return as the stock dropped 27.6% during the quarter. Combined, the top 5 

names contributed 190 bps to return. 

Stock Analysis 
Top Five/Bottom Five Contributors to Excess Return 

 

Sector Analysis 

 

At the sector level, strategy outperformance was driven by both allocation and stock selection, 

with selection effects explaining 281 bps out of the total 507 bps of outperformance. Technology 

(-10.9% active weight) was the top contributor to return at 203 bps. As mentioned above, the US 

Tech giants were significantly affected by tariff concerns and lofty valuations. The NASDAQ 

Composite fell 10.3%, while the NASDAQ 100 dropped 8.0% in Q1. The financial sector (+4.4% 

active weight) was the second largest contributor at 73 bps. Allocation and stock selection 

contributed positively to the strategy, as financials were one of the top performing sectors in Q1. 

Within the financial sector, outperformance was aided by strong returns from Banco Santander, 

Societe Generale and BNP Paribas. All three companies had a positive active weight in the strategy 

Portfolio Active Q1 2025 Excess Return
Weight Weight Return Contribution

Top Five Contributors to Return
NVIDIA 0.19% -3.70% -19.29% 0.72%
Tesla 0.19% -1.03% -35.83% 0.44%
Broadcom 0.36% -0.91% -27.56% 0.27%
Microsoft 1.35% -2.53% -10.76% 0.25%
Alphabet 0.00% -1.23% -17.87% 0.22%
Bottom Five Contributors to Return
Visa 0.22% -0.52% 11.08% -0.06%
Eli Lilly 0.13% -0.78% 7.17% -0.06%
Rheinmetall 0.00% -0.05% 123.88% -0.05%
GE Aerospace 0.08% -0.19% 20.23% -0.04%
Glencore 0.25% 0.20% -18.26% -0.03%

12/31/2024 to 3/31/2025 Attribution Analysis

Port. Average 
Weight

Port. Total 
Return

Bench. Average 
Weight

Bench. Total 
Return

Allocation 
Effect

Selection + 
Interaction Total Effect

Total 100.00 3.85 100.00 -1.22 2.26 2.81 5.07

Basic Materials 6.81 4.55 3.86 4.37 0.17 0.01 0.18
Communications 7.98 2.46 9.05 -2.18 0.02 0.37 0.39
Consumer Cyclical 9.80 -2.84 10.74 -7.83 0.06 0.51 0.58
Consumer Non-Cyclical 7.75 5.75 6.27 5.40 0.10 0.03 0.13
Energy 7.76 10.40 3.84 9.17 0.40 0.08 0.49
Financials 21.97 8.01 17.59 5.96 0.31 0.42 0.73
Healthcare 9.35 8.80 9.82 5.40 -0.02 0.31 0.29
Industrial 9.24 2.86 9.63 1.78 -0.01 0.10 0.09
Real Estate 1.86 2.76 1.94 3.22 -0.00 -0.01 -0.01
Technology 13.91 -5.59 24.76 -11.36 1.16 0.87 2.03
Utilities 3.56 9.23 2.52 6.11 0.08 0.10 0.18

RAFI Fundamental Global 
Reduced Carbon Pathway 3.5% 

Index

Solactive GBS Global Markets 
Large & Mid Cap Index
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and posted double-digit returns. Consumer Cyclical (-0.9% active weight) was the third largest 

contributor to return at 58 bps. Outperformance in the sector was a result of stock selection. 

Geographic Analysis 

 

At the region level, the US (-14.0% active weight) was the largest contributor to return at 291 bps. 

Strategy outperformance in the region was driven by both selection and allocation effects, with 

selection effects contributing the “lion’s share” (242 bps out of a combined total of 291 bps). 

Developed Europe (+7.3% active weight) was the second largest contributor at 154 bps. 

Performance was split between allocation and stock selection. Shell Plc (+0.6% active weight) was 

a notable company in the Developed Europe region, which added 28 bps to return on the back of 

an 18.8% share price gain. Emerging Asia (+1.8% active weight) added 28 bps to return, and was 

the third–largest regional contributor.  

 

 

 

 

 

 

 

12/31/2024 to 3/31/2025 Attribution Analysis

Port. Average 
Weight

Port. Total 
Return

Bench. Average 
Weight

Bench. Total 
Return

Allocation 
Effect

Selection + 
Interaction Total Effect

Total 100.00 3.85 100.00 -1.22 1.49 3.59 5.07

Developed Asia Pacific 12.10 1.89 8.11 0.76 0.08 0.14 0.23
Developed Europe 21.58 13.90 14.27 10.34 0.81 0.72 1.54
Emerging Americas 1.29 13.78 0.72 12.85 0.07 0.02 0.09
Emerging Asia 10.53 3.15 8.74 0.86 0.05 0.24 0.28
Emerging EMEA 1.29 7.92 1.46 5.97 -0.01 0.02 0.01
United States 49.39 0.17 63.40 -4.61 0.49 2.42 2.91
Other Developed 3.82 1.16 3.12 0.65 0.01 0.02 0.03

RAFI Fundamental Global 
Reduced Carbon Pathway 3.5% 

Index

Solactive GBS Global Markets 
Large & Mid Cap Index
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Developed  
Stock Analysis 
Top Five/Bottom Five Contributors to Excess Return 

 

Sector Attribution 

 

Country Attribution 

 

  

Portfolio Active Q1 2025 Excess Return
Weight Weight Return Contribution

Top Five Contributors to Return
NVIDIA 0.22% -4.14% -19.29% 0.78%
Tesla 0.22% -1.15% -35.83% 0.48%
Broadcom 0.40% -1.02% -27.56% 0.30%
Microsoft 1.55% -2.80% -10.76% 0.27%
Alphabet 0.00% -1.38% -17.87% 0.24%
Bottom Five Contributors to Return
Eli Lilly 0.14% -0.88% 7.17% -0.07%
Visa 0.27% -0.57% 11.08% -0.07%
Rheinmetall 0.00% -0.06% 123.88% -0.05%
Glencore 0.29% 0.23% -18.26% -0.04%
GE Aerospace 0.10% -0.20% 20.23% -0.04%

12/31/2024 to 3/31/2025 Attribution Analysis

Port. Average 
Weight

Port. Total 
Return

Bench. Average 
Weight

Bench. Total 
Return

Allocation 
Effect

Selection + 
Interaction Total Effect

Total 100.00 3.68 100.00 -1.63 2.48 2.83 5.31

Basic Materials 6.22 3.83 3.48 4.26 0.16 -0.02 0.14
Communications 8.01 1.40 8.83 -3.98 0.02 0.44 0.46
Consumer Cyclical 9.56 -5.84 10.64 -10.45 0.10 0.47 0.57
Consumer Non-Cyclical 8.15 5.95 6.46 5.86 0.13 0.01 0.14
Energy 7.65 11.20 3.75 10.40 0.46 0.05 0.51
Financials 21.26 8.04 16.84 6.12 0.33 0.38 0.72
Healthcare 10.37 9.18 10.60 5.57 -0.01 0.37 0.36
Industrial 9.63 3.40 9.98 2.12 -0.01 0.12 0.11
Real Estate 1.72 3.10 1.97 3.55 -0.01 -0.01 -0.02
Technology 13.80 -5.42 24.97 -11.69 1.19 0.93 2.12
Utilities 3.62 10.03 2.47 7.25 0.10 0.09 0.20

RAFI Fundamental Developed 
Custom Reduced Carbon 

Pathway 3.0% Index

Solactive GBS Developed 
Markets Large & Mid Cap Index

12/31/2024 to 3/31/2025 Attribution Analysis

Port. Average 
Weight

Port. Total 
Return

Bench. Average 
Weight

Bench. Total 
Return

Allocation 
Effect

Selection + 
Interaction Total Effect

Total 100.00 3.68 100.00 -1.63 1.97 3.34 5.31

Developed Asia Pacific x JP 3.17 1.38 2.88 0.38 0.01 0.03 0.04
Europe - Non-EU 4.60 12.51 4.06 8.37 0.05 0.18 0.24
European Union 13.19 16.08 8.32 11.70 0.62 0.53 1.16
Japan 10.34 2.01 6.18 0.81 0.11 0.12 0.24
Other 2.17 5.70 0.16 20.76 0.41 -0.29 0.12
Other Developed 4.33 1.16 3.49 0.65 0.02 0.02 0.04
United Kingdom 6.40 10.32 3.62 9.51 0.30 0.05 0.35
United States 55.78 0.08 71.08 -4.61 0.46 2.69 3.15

RAFI Fundamental Developed 
Custom Reduced Carbon 

Pathway 3.0% Index

Solactive GBS Developed 
Markets Large & Mid Cap Index
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Emerging Markets  
Stock Analysis 
Top Five/Bottom Five Contributors to Excess Return 

 

Sector Attribution 

 

Country Attribution 

  

Portfolio Active Q1 2025 Excess Return
Weight Weight Return Contribution

Top Five Contributors to Return
Taiwan Semiconductor Manufacturing 4.13% -5.13% -16.03% 1.01%
Alibaba 3.81% 1.10% 55.09% 0.49%
JD.com, Inc. Sponsored ADR Class A 1.56% 1.56% 0.00% 0.23%
Petroleo Brasileiro SA 2.46% 2.12% 10.75% 0.18%
Vale 1.61% 1.17% 16.56% 0.17%
Bottom Five Contributors to Return
Hon Hai Precision Industry 1.91% 1.15% -21.65% -0.32%
Tencent 2.69% -1.51% 19.00% -0.23%
Samsung Electronics 0.00% -2.17% 9.27% -0.15%
PDD Holdings 0.32% -0.59% 22.02% -0.12%
JD.com, Inc. Class A 0.00% -0.68% 18.05% -0.10%

12/31/2024 to 3/31/2025 Attribution Analysis

Port. Average 
Weight

Port. Total 
Return

Bench. Average 
Weight

Bench. Total 
Return

Allocation 
Effect

Selection + 
Interaction Total Effect

Total 100.00 4.41 100.00 2.12 0.71 1.58 2.29

Basic Materials 10.62 6.58 6.92 4.81 0.11 0.18 0.29
Communications 7.45 11.71 10.84 10.11 -0.24 0.10 -0.14
Consumer Cyclical 10.97 19.54 11.50 14.31 -0.06 0.49 0.43
Consumer Non-Cyclical 4.49 3.38 4.66 0.29 0.02 0.14 0.16
Energy 8.02 4.10 4.56 1.14 -0.02 0.24 0.22
Financials 28.44 6.96 23.75 5.08 0.13 0.52 0.65
Healthcare 1.39 -5.63 3.42 1.11 0.02 -0.10 -0.08
Industrial 5.98 -3.29 6.68 -2.24 0.03 -0.08 -0.05
Real Estate 3.16 1.37 1.69 0.06 -0.02 0.04 0.01
Technology 16.27 -8.74 23.03 -8.31 0.74 -0.05 0.69
Utilities 3.20 2.66 2.95 -1.26 0.00 0.12 0.12

RAFI Fundamental Emerging 
Custom Reduced Carbon 

Pathway 3.0% Index

Solactive GBS Emerging 
Markets Large & Mid Cap Index

12/31/2024 to 3/31/2025 Attribution Analysis

Port. Average 
Weight

Port. Total 
Return

Bench. Average 
Weight

Bench. Total 
Return

Allocation 
Effect

Selection + 
Interaction Total Effect

Total 100.00 4.41 100.00 2.12 2.32 -0.02 2.29

Brazil 8.56 14.89 4.29 14.26 0.48 0.10 0.59
China 41.82 10.84 28.23 14.53 1.70 -1.44 0.26
Emerging Europe 3.71 11.92 1.84 5.28 0.06 0.23 0.29
India 10.94 -2.18 18.88 -2.99 0.41 0.09 0.50
Latin America x Brazil 2.88 10.21 2.41 10.35 0.04 -0.01 0.04
Middle East and Africa 7.97 6.12 10.75 4.29 -0.04 0.14 0.10
Other -- -- 0.24 29.88 -0.06 -- -0.06
South Korea -- -- 9.49 4.88 -0.24 -- -0.24
Southeast Asia 24.12 -8.98 23.85 -12.19 -0.03 0.85 0.82

RAFI Fundamental Emerging 
Custom Reduced Carbon 

Pathway 3.0% Index

Solactive GBS Emerging 
Markets Large & Mid Cap Index
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Important Information 
 

The material contained in this document is for informational purposes only. This material is not intended as an offer or 
solicitation for the purchase or sale of any security or financial instrument, nor is it advice or a recommendation to enter into 
any transaction. RAFI Indices, LLC (“RI), its affiliates, agents, and each of their respective officers, directors, employees, 
agents, representatives and licensors (collectively “Research Affiliates”) does not make any warranties, express or implied, to 
anyone regarding the information provided herein, including, without limitation, any warranties with respect to the timeliness, 
sequence, accuracy, completeness, currentness, merchantability, quality or fitness for a particular purpose or any warranties 
as to the results to be obtained by any third-party in connection with the use of the information. Nothing contained in this 
material is intended to constitute legal, tax, securities or investment advice, nor an opinion regarding the appropriateness of 
any investment, nor a solicitation of any type. The general information contained in this material should not be acted upon 
without obtaining specific legal, tax and investment advice from a registered professional. Investors should be aware of the 
risks associated with data sources and quantitative processes used to create the content contained herein or the investment 
management process. Errors may exist in data acquired from third party vendors, the construction or coding of indices or 
model portfolios, and the construction of the spreadsheets, results or information provided. Research Affiliates takes 
reasonable steps to eliminate or mitigate errors, and to identify data and process errors so as to minimize the potential impact 
of such errors, however Research Affiliates cannot guarantee that such errors will not occur. Use of this material is conditioned 
upon, and evidence of, the user’s full release of Research Affiliates from any liability or responsibility for any loss or damage, 
direct, indirect or consequential, arising from or related to (i) any inaccuracy or incompleteness in, errors or omissions in the 
information or (ii) any decision made or action taken by any third party in reliance upon this information. Research Affiliates 
shall not be liable to anyone for loss of business revenues, lost profits or any indirect, consequential, special or similar damages 
whatsoever, whether in contract, tort or otherwise, even if advised of the possibility of such damages. 
 
Past performance is not indicative of future results. Certain performance information presented represents simulated 
performance or performance based on combined simulated index data (pre-index launch) and live index data (post-index 
launch). Past simulated performance is no guarantee of future performance and does not represent actual performance of an 
investment product based on an index. No allowance has been made for trading costs, management fees, or other costs 
associated with asset management, as the information provided relates only to the index itself. Performance data includes 
reinvestment of all dividends and income. Indexes are unmanaged and cannot be invested in directly. Actual investment 
results will differ. The simulated data may have under- or over- compensated for the impact, if any, of certain market factors. 
Simulated returns may not reflect the impact that material economic and market factors might have had on an investor’s 
decision making. Simulated data is subject to the fact that it is designed with the benefit of hindsight. Simulated returns carry 
the risk that actual performance is not as depicted is not due to inaccurate predictive modeling. Simulated returns cannot 
predict how an investment strategy will perform in the future. Investors may experience loss of all or some of their investment. 
 
Any applicable financial instruments are not sponsored, promoted, sold or supported in any other manner by RI or Solactive 
AG nor does RI or Solactive AG offer any express or implicit guarantee or assurance either with regard to the results of using 
the Index and/or Index trade mark or the Index Price at any time or in any other respect. The Index is calculated and published 
by RI and Solactive AG. RI and Solactive AG use their best efforts to ensure that the Index is calculated correctly. Irrespective 
of their obligations towards Licensee, neither RI nor Solactive AG has any obligation to point out errors in the Index to third 
parties including but not limited to Licensee, investors and/or financial intermediaries of the financial instrument. Neither 
publication of the Index nor the licensing of the Index or Index trade mark for the purpose of use in connection with the 
financial instrument constitutes a recommendation by RI or Solactive AG to invest capital in said financial instrument nor 
does it in any way represent an assurance or opinion of RI or Solactive AG with regard to any investment in the financial 
instrument. 
 
The trademarks Fundamental Index™, RAFI™, Research Affiliates Equity™, RAE™ and the Research Affiliates™ trademark 
and corporate name and all related logos are the exclusive intellectual property of Research Affiliates, LLC (“RA”) and in some 
cases are registered trademarks in the U.S. and other countries. Various features of the Fundamental Index methodology, 
including an accounting data-based non-capitalization data processing system and method for creating and weighting an index 
of securities, are protected by various patents of RA. (See applicable US Patents, Patent Publications and protected trademarks 
located at https://www.researchaffiliates.com/legal/disclosures#patent-trademarks-and-copyrights, which are fully 
incorporated herein.) Any use of these trademarks, logos or patented methodologies without the prior written permission of 
RA is expressly prohibited. RA reserves the right to take any and all necessary action to preserve all of its rights, title, and 
interest in and to these marks or patents. 
 
RI does not offer or provide investment advice or offer or sell any securities, commodities or derivative instruments or 
products. Any such business may only be conducted through registered or licensed entities and individuals permitted to do so 
within the respective jurisdiction and only in conjunction with the legally required disclosure documents and regulatory filings. 
 
© 2025 RAFI Indices, LLC. All rights reserved. Duplication or dissemination prohibited without prior written permission. 
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