FOUNDER’S NOTE ON
A DISTINCT APPROACH TO ESG...
By KEVIN T. CARTER, FOUNDER + CIO, EMQQ

TO EACH THEIR OWN: PROBLEMS IN PREPACKING ESG
The idea of expressing one’s beliefs about issues unrelated to the pursuit of investment returns in their
portfolios is not new. While it has recently gained critical momentum, it’s pursuit dates back decades. In
2002, Burt Malkiel and I launched Active Index Advisors, an investment manager focused on creating
S&P 500 based portfolios customizable at the individual level to allow investors to exclude stocks that did
not meet their “ESG requirements”. Leaving out fossil fuel, ﬁrearms, tobacco or alcohol might seem to be
of large interest. However and quite importantly, not all investors have the same feelings about the same
issues. In early 2005, I sat down with a young engineer who was one of the earliest employees at Google
and as such had recently found himself with great wealth after the IPO of GOOG in August of 2004. After
explaining to him how we would create his very own S&P 500 portfolio, and the tax advantages of our
strategy I asked him what social views he would want us to reﬂect in his portfolio. Without missing a beat
he said “I don’t want to own MSFT.”
DISCLOSURE: As of 3/31/2021 EMQQ does not hold MSFT or GOOG.

CHECKING THE BOX: GOING THROUGH THE MOTIONS +
GREENWASHING
The fact that “ESG” has become all the rage in the investment management world kind of bugs me. Not
because I don’t think the E, the S and the G issues matter, but because now people are going through the
motions of “greenwashing”. Most of it doesn’t feel genuine to me. Furthermore, and perhaps more troubling to me is that some in the industry have suggested we create products speciﬁcally and simply to
gather assets from investors that will soon be forced to “check the box” on their portfolios.
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WE BELIEVE THE CURRENT PROCESS OF ESG RATINGS IS A FAIL
In the earliest days of the “ESG movement” a small group of ESG pioneers reviewed stocks/companies for ESG
in a largely qualitative way. Actually researching the companies, their businesses, and their approach to relevant matters. (Shout out to the “OG” of ESG, Amy Domini). With the institutionalization of ESG pressure, the
system has been pushed to provide ESG rating at an industrial scale which has necessitated the adoption of
quantitative “black box” approaches that I believe FAIL to produce an accurate and fair assessment of companies and of ETFs. We REJECT the score that the MSCI ESG rating system assigns to the EMQQ Index on both
an absolute and relative basis.

CONTROLLING WHAT WE CAN CONTROL
While we can exert only minimal inﬂuence on the companies that constitute the EMQQ Index, we can control
what we at EMQQ do to advance the important causes of the ESG movement. Our goal is to be at the leading
edge of the investment management industry in our approach to the issues that matter to us. We will optimize our operations as such. Where we can not reasonably affect issues with our approach, we will seek to
offset the overall outcomes with our money by making contributions to organizations that can further advance the causes.

KEVIN T. CARTER
FOUNDER + CIO, EMQQ
Kevin T. Carter is an internationally recognized expert
on Emerging Markets + China with over two decades
of work alongside longtime Princeton Economist and
Author of A Random Walk Down Wall Street, Dr. Burton
Malkiel. Kevin is the Founder + CIO of EMQQ (The
Emerging Markets Internet + Ecommerce ETF) as well
as three other NYSE listed ETFs.

2
2

DISCLOSURES
Carefully consider the Fund's investment objectives, risk factors, charges, and expenses before investing. This and additional information can be found in the Fund's prospectus, which may be obtained by visiting www.emqqetf.com. Read the prospectus carefully before investing.
Risk Disclosures
Investing involves risk, including the possible loss of principal. Investments in smaller and mid-sized
companies typically exhibit higher volatility. The fund is non-diversiﬁed. International investing may
involve risk of capital loss from unfavorable ﬂuctuations in currency values, from differences in generally accepted accounting principles, or from economic or political instability in other nations.
Emerging markets involve heightened risks related to the same factors as well as increased volatility
and lower trading volume. Frontier markets generally have less developed capital markets than traditional emerging market countries, and, consequently, the risks of investing in foreign securities are
magniﬁed in such countries. These countries are subject to potentially signiﬁcant political, social, and
economic instability, which could materially and adversely affect the companies in which the Fund
may invest. The Fund invests in the securities of Internet Companies, including internet services
companies and internet retailers, and is subject to the risk that market or economic factors impacting
technology companies and companies that rely heavily on technology advances could have a major
effect on the value of the Fund's investments.
There is no guarantee that the Fund or the index will achieve its investment objective. Holdings are
subject to change. Current and future holdings are subject to risk.
Funds may underperform other similar funds that do not consider conscious/ESG guidelines when
making investment decisions.
Exchange Traded Concepts, LLC serves as the investment advisor and Penserra Capital Management
LLC serves as a sub-advisor to the fund. The Funds are distributed by SEI Investments Distribution
Co. (SIDCO),1 Freedom Valley Drive, Oaks, PA, 19456, which is not afﬁliated with Exchange Traded
Concepts, LLC or Penserra Capital Management LLC

To learn more about EMQQ EVOLVES, please contact Lee Stapleton,
Chief Evolution Oﬃcer, at lstapleton@emqqindex.com.
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