
RAFI™ Fundamental Low Carbon
Transition Index Series INDEX OVERVIEW

Expected outcomes 
and benefits 

1. At launch, the index has a 30%
reduction in carbon intensity
compared to the investable universe,
with further reductions at each
quarterly rebalance, translating into
roughly 7% a year.

2.	The strategy offers substantially
reduced carbon intensity and
continued transition to lower carbon- 
intensity levels, and removes
exposure to controversial weapons
companies.

3.	Systematically rebalances using a
company’s fundamental weight as
a rebalancing anchor, embedding a
buy-low, sell-high approach.

4.	The strategy retains all the benefits
of the Fundamental Index approach,
including transparency, broad
market exposure, and low
implementation costs.
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Benefits of fundamental investing with a pathway 
to net-neutral emissions

The RAFI Fundamental Low Carbon Transition Index strategy provides the 
benefits of the Fundamental Index™ approach, while offering investors 
a pathway to net-neutral emissions through an immediate reduction in 
carbon-intensity level and additional target reductions each year.

The series is designed to reduce carbon intensity by 30% relative to the 
overall market. At each quarterly rebalance, target carbon intensity is 
further reduced by roughly 7% a year. Coal companies and controversial 
weapons companies are excluded from the index.

• Offers immediate and continual carbon reduction
• Meets multiple ESG objectives
• Engages in contrarian rebalancing

RAFI Fundamental Low Carbon Transition methodology

Investors can retain the 
benefits associated 

with the Fundamental 
Index methodology, 

while also aligning their 
investment strategy 

with the transition to a 
low-carbon economy.

Starting universe

Start with the RAFI Fundamental Index

Portfolio tilt
• Tilt toward carbon efficient

companies (at the expense of less
efficient companies) until target
CI reached

• At launch, target 30% reduction
in Cl

• Reduce absolute Cl by 7% per year

Industry exclusions
Coal - Companies Defined as:

• Greater than 5% of revenue from
coal mining

• Greater than 5% of revenue from
thermal coal mining

• Greater than 5% of revenue from
coal-fired power generation

Controversial Weapons - Companies 
Involved with:

• Anti-personnel mines
• Biological weapons
• Chemical weapons
• Cluster munitions

Constraints & rebalancing
• 4x Volume weight constraint
• 10% maximum weight constraint

• Quarterly staggered rebalancing

Determine company level carbon intensity (CI)

Define Carbon Intensity as Carbon Footprint/Company Revenue
Apply 5% penalty to companies with estimated emissions data
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“Carbon Intensity for Climate
Mitigation: Clearing Up ‘Scaling’
Confusion”
Brightman, Kalesnik, Polychronopoulos, Shim
July 2022

“Necessary Trade-Offs: Climate
vs. Investment Objective for
Value Strategies”
Chow, Li, Polychronopoulos
September 2022

Benefits of the Fundamental Index approach

The RAFI Fundamental Index approach is founded on principles of contrarian 
investing and disciplined rebalancing. By using fundamental measures of 
company size to select and weight companies, the approach eliminates the 
performance drag associated with traditional passive investment vehicles.

Related research

“Fundamental Indexation”
Arnott, Hsu, Moore
March 2005 | Financial Analysts Journal

“Green Data or Greenwashing? 
Do Corporate Carbon Emissions 
Data Enable Investors to Mitigate 
Climate Change?”
Kalesnik, Wilkens, Zink
January 2021

AT A GLANCE

$303B+
Indexed AUM

300+
Clients worldwide

2,100+
Indexes across asset classes, 
geographies, themes, and more 

100+
Years of combined experience

20+
Years of pioneering fundamental 
index and factor investing expertise 

2004
RAFI Fundamental Index 
methodology introduced

2026
RAFI Indices became part of VettaFi, 
bringing together its research-driven 
approach with VettaFi’s modern 
indexing platform and capabilities.

Now a part of VettaFi
Combining RAFI’s established  
index expertise with VettaFi’s 
capabilities to help asset managers 
build and grow differentiated 
investment products.
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Data as of September 30, 2026

The RAFI Fundamental Index strategy is a
broadly diversified equity strategy built on the principles 

of contrarian investing and disciplined rebalancing.

1. Demonstrated excess returns vs. cap-weight index
2. Broadly diversified and economically representative
3. Low tracking error relative to cap-weight index
4. High capacity
5. Low implementation costsRA
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Important information

The material contained in this document is for informational purposes only. 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. RAFI Indices, LLC, its affiliates, agents, and each of their respective 
officers, directors, employees, agents, representatives and licensors (collectively “RI”) 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.  

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 RAFI Indices, LLC corporate name, the RAFI trademark and all related logos are the exclusive intellectual 
property of RAFI. The trademarks Fundamental Index™; RAFI™; RAFI Low Volatility™; RAFI Dynamic Multi-Factor™; 
RAFI Multi-Factor™; RAFI Indices™; and the Research Affiliates™ trademark and all related logos are the exclusive 
intellectual property of RAFI and in some cases are registered trademarks in the U.S. and other countries including 
United States. Various features of the Fundamental Index methodology, including an accounting data-based 
noncapitalization data processing system and method for creating and weighting an index of securities, are 
protected by various patents. RAFI Indices, LLC does not offer or provide investment advice or offer or sell any 
securities, commodities or derivative instruments or products.

© 2026 RAFI Indices, LLC. All rights reserved. Duplication or dissemination prohibited without prior written permission.
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