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Dr. Axel Hesse has 37 years of Capital Market Experience; 
First VW share purchased at the age of 17
Volkswagen “Foreign exchange scandal”
How currency speculators defrauded the Volkswagen Group of almost 500 million marks. Many transactions 
were only faked and the necessary receipts were forged: the 500 million thing at VW was planned and executed 
with sophistication; The controls at the car company were no longer effective. The fraud, which obviously took 
place in Frankfurt, would not have been possible without a helper in Wolfsburg. The Frankfurt foreign exchange 
broker is one of the key figures in the mystery surrounding missing millions that has cost a respected German 
company almost an entire year's profits. The Volkswagen Group loses around 480 million marks due to a huge
foreign exchange fraud.

1987:
VW preference share 
Bought for 632 DM

March 22, 1987,
DER SPIEGEL 13/1987
VW preference share 
450 DM

Black Monday on October 19, 1987 was the first stock 
market crash after World War II. It started on the Hong 
Kong Stock Exchange. The Dow Jones fell by 22.6% (508 
points) within one day; To date, this is the largest single- 
day percentage decline in its history. By the end of 
October, stock prices fell 41.8% in Australia , 22.5% in 
Canada, 45.8% in Hong Kong and 26.4% in Great Britain.

October 19, 1987 
wikipedia.org/wiki/ 
Schwarzer_Montag 
Sold for 250 DM

Learn from mistakes! 
Invest long term!

1987

2024

1990-1992
Commerzbank 
Hannover, Bank 
Apprenticeship

Development of option strategies for Volkswagen 
shareholders at the VW Annual General Meeting 
1991 to increase the dividend yield ("writing puts")



30 years of Sustainable Finance Experience
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1995
NPI
Global Care Funds, 
London „Monument“, 
Practical work 
experience in 
Insurance & Asset 
Management

Mark mark was the first to name the
„Carbon Bubble“

Tessa Tennant launched GRI, CDP, ASriA

“Little Axel” sent the first German 
questionnaires to Henkel & Co. to ask for 
the environmental management

1995/2024

2024
This „questionnaire 
fatique“ (tiredness) 
has just started again 
in the banking 
industry asking SMEs!



https://www.sd-kpi.com/en/profile-hesse.html
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2003/2004

MODERNISATION DIRECTIVE 2003/51/EC:
Account Directive 78/660/EEC is hereby amended as follows:

“The annual report shall include […]

To the extent necessary for an understanding of the company's 
development, performance or position,
the analysis shall include both financial and, where appropriate, non-
financial key performance indicators RELEVANT to the particular 
business, including information relating to environmental and 
employee matters”

2004: §§ 289; 315 HGB (German Commercial Code)

Since 2003: Mandatory reporting of RELEVANT 
ESG indicators in EU Accounting Directives
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Investors remain the most important target 
group also for Sustainable Development KPIs 
(SD-KPIs) in annual / management reports 
(empirical results for DAX-30 companies)

2006



Empirical survey of relevant investors and 
analysts covering SD-KPIs

Open question:

“Which are the

- up to three most important

- sector-specific SD-KPIs

- for the business development, the position and the 
expected development of

- ten different sectors?”

2007



SD-KPI most important criteria in “Best annual 
report" competition (manager magazin)

2008

Prof. Dr. Dr. h.c. 
Jörg Baetge



Which of these approaches to sustainability research 
do you believe will lead to risk-adjusted
out- or underperformance in the future?

Survey of 
leading 

European 
pensions 

funds

Assets:
€ 460 billion

ABP (NL) 
AP1 (SWE) 
AP4 (SWE)

BTPS (Hermes, UK) 
Ethos (CH) 
ERAFP (FR) 
FRR (FR)

MetallRente (GER) 
PGGM (NL) 
USS (UK)

Outperformance

Under- 
performance

2008



2010

Dr. SD-KPI Standard 2010-2015:
1st global standard for material ESG KPIs

Ø Consensus among global investors and analysts 
(Japan, Europe, North America) who influenced 
assets of € 2 trillion

Ø 3 most RELEVANT ESG indicators in
Ø 68 GICS industries (Global Industry Classification Standard)
Ø % weighting per SD-KPI 1, 2, 3 per industry

Ø on behalf of the German Environment Ministry: 
SD-KPIs “minimum reporting requirement” 
in annual reports

Ø Association of Public Auditors in Germany (IDW) 
reco1m0 mended SD-KPIs to EU commission for 
concretisation of EU accounting directives



Ø 2011: Discussions with Harvard University about SD-KPIs

Ø identify ESG issues most relevant to financial performance

Ø 2012: Launch of SASB; regional focus: USA

Ø 2016: first SASB Standards were launched

Ø 77 industries

Ø up to 10 ESG topics and 30 indicators per sector

(2011) 2012-2016

Sustainable Accounting Standards Board (SASB)



Ø 3 most RELEVANT ESG indicators in
Ø 68 GICS industries
Ø % weighting per SD-KPI 1, 2, 3 per industry

Ø supported by SASB & German Environment Ministry

Ø revised by SASB’s Technical Director:
SASB found “a high degree of overlap” in
SD-KPI analysis and the SASB standards and 
appreciates the SD-KPI approach as well as 
how SD-M® “ranked and prioritized topics for 
each industry.”

Ø Copyrighted Global Standard of Standards

Ø English, Japanese, Chinese, Arabic, Russian, 
Brazilian versions

Dr. SD-KPI Standard 2016-2021

2016



SDr. S TSTANDARDUL SD-KPI 2016-2021

Bucarest
April

2024

São 
Paulo
May

2024



Brochure „Material for business development and 
financial performance“ including SD-KPI examples

published after 
NFRD („CSR-
Richtline- 
Umsetzungs- 
gesetz“)

2017



German Federal Financial Supervisory Authority 
(BaFin) has referenced SD-KPI Standard 2016-2021

3 Strategies of supervised entities […]

3.1.2 If entities have voluntarily agreed to abide by external 
sustainability standards, or to implement recommendations, 
these should be reflected in inhouse strategies and 
organisational guidelines.
E.g.: “Principles for Responsible Banking”, “Principles for 
Responsible Investment”, “Principles for Sustainable 
Insurance”, recommendations of the “Task Force on Climate- 
related Financial Disclosures”, the German Sustainability Code 
(Nachhaltigkeitskodex), the SD-KPI Standard 2016-2021

3.2.2 Which business areas are exposed to a transition 
risk? Is the risk material? Should the affected areas be 
continued, scaled back or adapted? […]
E.g.: […] requirements for counterparties to comply with 
the disclosure recommendations of the Task Force on 
Climate-related Financial Disclosures (TCFD), the EU 
Commission’s guidelines on nonfinancial reporting, the 
Sustainability Code or the SD-KPI Standard 2016-2021.

2019



IFRS Foundation:
International Sustainability Standards Board (ISSB)

Ø On 3 November 2021, IFRS Foundation Trustees announced 
creation of ISSB to develop a comprehensive global baseline 
of sustainability-related disclosure standards

Ø material information for its primary users (i.e., existing and 
potential investors, lenders and other creditors), which could 
affect the enterprise value (amount, timing and certainty of 
future cash flows).

Ø HQ: Frankfurt; Chair Emmanuel Faber; Co-Chair Sue Lloyd

2021



2023



2023



IFRS Foundation: International Sustainability Standards Board (ISSB)

In connection with the International 
Applicability of SASB Standards Project, 
blackline documents detailing revisions to 
the SASB Standards have been published 
on SASB.org.

These revisions do not substantially alter 
the SASB Standards’ structure or intent.

The revisions will not be final until 
ratified and issued by the ISSB, 
anticipated in December 2023

With over 3,000 companies in more than 70 jurisdictions, including 
74% of the S&P Global 1200 Index, already applying the SASB 
Standards, this initiative aims to ensure their ongoing effectiveness in 
supporting industry-specific sustainability disclosures.

2023

https://c2vmk04.na1.hubspotlinks.com/Ctc/I0%2B113/c2vMK04/VWs8kZ4Dt6VvW70bZ-534-xJKW1TDTHt54w4zjN1MKF_83m2ndW8wLKSR6lZ3kVW1mN8z42DPWYKVV3px51_grZCW4jM5N85W8f7CVRMRNT2ypgyCVMCK-b8m7rkHW8CDq2y5LQ2dLW83SL2j7_DRJlW8mmbZH3kjppSW4GM1zW5RRBSGN2NK_S-4NQ4jVllPK82wfdfZW5ypF698k7S4FW2LCp714GDf5FW91gYhD65nkM8MGFt3wDby3BW5Xd6962BzM8XW5TQR0J357pfrW7kS-J57qH6PCVPMdm67Sn0T7W3N3G7T5gPBf9W7CRgvX4PkV_vW6fBn-j39ddQ-W5hhmgG8Cy1d7W9bf5Nl5JnQLNN95HRm39nGZnW6yvX8S4hrlZmW6nZhJ04jsHNsW9j-09V2-1rFnf69qqXY04
https://c2vmk04.na1.hubspotlinks.com/Ctc/I0%2B113/c2vMK04/VWs8kZ4Dt6VvW70bZ-534-xJKW1TDTHt54w4zjN1MKFZ-3m2ndW69sMD-6lZ3nPW9kt1146m8_jjW6tnVjT2xP-81W6dnsvH8vpWy9W7k2gnc6rzXh6W2slr4x4WNCF6V7Kb0F9lVbScW2h4bRD18GJXnW3jbz3D4n__LwN8LWyzyY8dYQN2PXgpzcB6pmW72T9tS6lYS_BW2-BlxQ36N-YVW5Wmbmb6VF1tyW7pR99962CHxLV7101D1XzTbhW2pDxzM72K2Z-W9j63JV2tDC2SN377cNk81TnFW4vXN9C7vzS3xN2lxDM0xRHdGf2g6n9v04


SD-KPI Standards SASB(ISSB) CSRD/ESRS
Target Group Investors, lenders, other creditors Investors, lenders, other creditors All Stakeholders

Materiality Financial Financial Double Materiality

Number of Topics 3
high degree of overlap with SASB

3-9 10 Topics; 93 Sub-(sub-)topics 
subject to materiality analysis

Number of ESG KPIs 3-9 per industry 3-24 per industry 1.159 data points

Sector-specific 68 Industries 77 Industries postponed from June 2024 to 
June 2026; impacts, risk, 
opportunities NOT covered by 
topicals standards

Region Global ISSB will be the ‘comprehensive 
global baseline’ of sustainability 
disclosures for capital markets

Europe (+ large non-EU 
subsidiaries from 2028)

Standard setter/Regulator SD-M, BMU, BaFin ref., DNK ref. IFRS Foundation EU commission / EFRAG

Mandatory recommended for materiality 
analysis (of ESG risks) and as a
„minimum reporting requirement“

to be endorsed by countries (so 
far: Australia, Brazil, Canada, Hong 
Kong, Japan, Kalifornien, Malaysia, 
New Zealand, Nigeria, Singapore, 
Taiwan, UK); G7 decision 12/2022; 
IOSCO called on 130 member 
jurisdictions to consider ISSB

in the EU

Comparison of the three Standards



Benefits for capital markets? – Historical proxy data is already available

SD-KPInform®: 2 Databases for standardised material ESG KPIs

Ø Collaborations of SD-M with Sustainalytics/Morningstar & imug rating/Moody’s ESG

Ø 19,000 companies worldwide are evaluated according to the SD-KPI Standards

Ø Scores for SD-KPI 1, 2, 3 and accumulated SD-KPIntegration® Score 
evaluated between 0-100 percent

Ø Historical SD-KPInform® databases could be used as a proxy for 
historical SASB (ISSB) data
(“a high degree of overlap” in SD-KPI analysis and the SASB standards)

Ø Databases with a 14-year history (2009-2024) could be used for 
backtesting in asset management & credit portfolios

Ø Clients: asset managers, banks, index providers, data providers











https://sd-kpi.com/en/sd-kpinform-database.html

https://sd-kpi.com/en/sd-kpinform-database.html


SD-KPIntegration® Score Overweighting / underweighting of the 
conventional index components

0,00% - 20% -50%

20,01% - 40% -25%

40,01% - 60% 0%

60,01% - 80% +25%

80,01%-100% +50%

Indices for Sustainability Transition (no exclusions, just over-/underweighting)

Benefits for capital markets? –
Proof for financial materiality of standardised ESG KPIs

SD-KPIndex® Methodology:
Tilting conventional standard indices 
with standardised ESG KPIs

Article 6 SFDR (EU) 2019/2088:
1. Financial market participants shall
include descriptions of the following in 
pre-contractual disclosures:
(a) the manner in which sustainability risks 
are integrated into their investment
decisions; and
(b) the results of the assessment of the 
likely impacts of sustainability risks on
the returns of the financial products
they make available.



Benefits for capital markets? –
Proof for financial materiality of standardised ESG KPIs

SD-KPIndex® family

Ø EURO iSTOXX 50 SD-KPI
Ø iSTOXX Europe 50 SD-KPI
Ø iSTOXX Europe 600 SD-KPI

Ø S&P 500 SD-KPI Strategies

Ø iBoxx SD-KPI EUR Corporates / Financial / Non-Financial
Ø iBoxx SD-KPI USD Corporates / Financial / Non-Financial
Ø iBoxx SD-KPI GBP Corporates / Financial / Non-Financial

Ø All SD-KPIndices show long-term outperformance against 
the standard index with small tracking errors



Outperformance of iSTOXX Europe 600 SD-KPI Index



Strategy Composition Weighting Weight Modification Factor

US 500 SD-KPI Tilt 1A Top-500 US-Listed US Companies by FF MCAP Modified FF MCAP Raw Integration Score/50

US 500 SD-KPI Tilt 4A Top-500 US-Listed US Companies by FF MCAP Modified FF MCAP Integration Score Quintiles (-50% - +50% step up 25% for each quintile)

Annualized Returns
SPY ETF SD-KPI1A SD-KPI4A

2024 YTD* 6.76% 5.74% 6.11%
1 Yr 29.88% 29.09% 29.96%
3 Yr 11.49% 10.78% 10.92%
5 Yr 15.05% 15.72% 15.87%

10 Yr 12.96% 13.63% 13.63%

Annualized Volatility (monthly)
SPY ETF SD-KPI1A SD-KPI4A

1 Yr 13.62% 14.05% 14.01%
3 Yr 17.60% 18.28% 18.26%
5 Yr 18.37% 18.81% 18.78%

10 Yr 15.16% 15.49% 15.45%

Information Ratio vs SPY
SD-KPI1A SD-KPI4A

1 Yr (0.65) 0.07 
3 Yr (0.44) (0.39)
5 Yr 0.40 0.52 

10 Yr 0.48 0.53 

-5,00%

0,00%

5,00%

10,00%

15,00%

20,00%

25,00%

30,00%

Dec-13 Dec-14 Dec-15 Dec-16 Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 Dec-22 Dec-23

Cumulative Relative Return vs SPY ETF Since 2013

SD-KPI1A SD-KPI4A

US 500: SD-KPI Tilt Strategies vs SPY ETF

All Data as of March 31 2024 *Not Annualized



Outperforming S&P 500 by applying 
Systematic Strategies & SD-KPIs



SD-KPIs generate more Alpha & Return

+0.40%
+0.28%
+0.08%
+0.02
-3.70%

All values (except ma x drawdown) annua l i zed
since September 2009

ALPHA

RETURN

VOLATILITY

SHARPE RATIO

MAX DRAWDOWN
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iBoxx SD-KPI EUR – Index Performance

Period: 
4/04/2013 – 01/04/2024

iBoxx SD-KPI EUR 
Corporates

iBoxx € 
Corporates

iBoxx SD-KPI EUR 
Financials

iBoxx € 
Financials

iBoxx SD-KPI EUR Non-
Financials

iBoxx € Non-
Financials

Volatility 3.03% 3.03% 2.82% 2.87% 3.27% 3.26%

Annualized Return 1.37% 1.33% 1.57% 1.54% 1.22% 1.17%

Sharpe (0 rates) 0.45 0.44 0.56 0.54 0.37 0.36

Tracking Error .003% .003% .003%

Max Drawdown -17.80% -18.00% -16.96% -17.46% -18.44% -18.55%

Max Drawdown Date 21/10/2022 21/10/2022 21/10/2022 21/10/2022 21/10/2022 21/10/2022

Snapshot:
01/04/2024

Annual Yield 3.63% 3.63% 3.80% 3.82% 3.52% 3.52% 

Annual Modified Duration 4.48 4.52 3.92 3.92 4.96 4.96 

Annual Spread 127 126 142 143 116 116

Expected Remaining Life 5.2 5.3 4.45 4.46 5.85 5.84

Coupon 2.24% 2.22% 2.37% 2.36% 2.12% 2.12% 

Asset Swap Spread 101 101 115 116 91 91 

OAS 125 125 141 142 114 114

Number of Bonds 3821 3821 1519 1519 2302 2302
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Next step banking: ESG Standards for counterparty and credit risk analysis

EBA Report on management and supervision of ESG risks for credit institutions and investment firms 
(EBA/REP/2021/18)
3. Quantitative and qualitative indicators, metrics and methods to assess ESG risks
3.2 Methodological approaches for assessing and evaluating ESG risks
3.2.3 Exposure Method
“A key step towards making ESG ratings and evaluations more comparable, transparent and 
hence more effective, is a standardisation of the relevance and importance of different ESG 
factors for the various industries and companies.”

Minimum Requirements for Risk Management (MaRisk), version of 29.06.2023
BTO 1 Credit business
BTO 1.2 Requirements relating to credit business processes
4 The aspects that are significant for the counterparty default risk of a credit exposure must be 
identified and assessed, whereby the intensity of these activities depends on the risk content of the 
exposure. Sector and, where applicable, country risks as well as the impact of ESG risks must be 
taken into account in an appropriate manner. When assessing the impact of ESG risks, an 
appropriately long period of time must be selected.
6 Depending on the risk content of the lending transactions, the risks of an exposure must be assessed 
using risk classification procedures both as part of the lending decision and in regular or ad hoc 
assessments. The effects of ESG risks must be taken into account appropriately. The risk 
classification must be reviewed annually.

What is the correlation between the risk-adjusted outperformance effect of SD-KPIntegration 
in corporate bond portfolios and the probability of default (PD) in credit portfolios?



Conclusion: Global ESG standards and their benefits for capital markets

Ø ISSB/SASB will prevail as a ‘comprehensive global baseline’ for financially material 
ESG disclosure

Ø Industry-specific standards like SD-KPI / SASB Standards are key for financial materiality

Ø Less is more: 3-9 standardised material ESG KPIs per industry are sufficient 
for steering of equity, corporate bond & credit portfolios

Ø Banks and asset managers could already start using 14 years of historical data 
for globally standardised material ESG KPIs

Ø Integration of standardised material ESG KPIs into mainstream equity, corporate bonds and 
credit portfolios have led to risk-adjusted outperformance effects in the long-term



SD-M‘s Global Team



Please follow me & contact me on 
https://www.linkedin.com/in/dr-axel-hesse/
Dr. Axel Hesse
Founder & Shareholder 
Mobile: +49 173 6422211
Hesse@SD-KPI.com www.SD-KPI.com/en/

Thank you for your attention!

https://www.linkedin.com/in/dr-axel-hesse/
mailto:Hesse@SD-KPI.com
http://www.sd-kpi.com/


Kontakt Helge Taube concedro GmbH

https://www.linkedin.com/in/helge-taube-141057a6/

Helge Taube
Business Expert Financial Services 
Mobile: +49 151 26 444 941
Helge.Taube@concedro.com
www.concedro.com

https://www.linkedin.com/in/helge-taube-141057a6/
mailto:Helge.taube@concedro.com

