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The Passive Performance Podium
DAVID LEWANDOWSKI, RESEARCH ANALYST, SUSTAINABLE INVESTING

In 2025, ESG-oriented indices outperformed traditional benchmarks, demonstrating that
sustainability tilts do not necessarily lead to lower returns
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MSCI USA EXTENDED

U.S.Large  MSCI USA LARGE CAP INDEX T S&P 500 INDEX

Cap 18.6% 19.2% 17.9%
Non-U.S. MSCI EMERGING MARKETS MSCI EMERGING MARKETS MSCI EMERGING MARKETS
Emerging IMI INDEX ESG FOCUS INDEX INDEX
Markets 33.6% 35.7% 31.4%
Non-U.S. MSCI EAFE INDEX MSCI EAFE INDEX IMI e S e
Developed 31.2% 31.3% 29.7%

Source: MSCI, Morningstar as of December 31, 2025. The chart lists the strategy name and its total return in 2025. This
chart is not intended to show performance of any precious metal, nor are these rankings related to any Morningstar
Medalist rating. Rather, it is meant to convey the rankings of common ESG and traditional indices across U.S. Large
Cap, Non-U.S. Emerging Markets, and Non-U.S. Developed categories. Strategies listed in green consider ESG or
Sustainability criteria in the index construction process, and those in black represent traditional category indices.

Performance is a key attribute of any investment strategy with a values-based or sustainability focus. As such,
analyzing the 2025 returns of traditional indices and those of their ESG-integrated equivalents seemed like
a worthwhile endeavor, especially given the 25" Winter Olympic Games currently taking place in Italy. The
purpose of this assessment was to evaluate how ESG-oriented indices performed against traditional indices in
the U.S. Large Cap, Emerging Markets, and Developed International equity spaces to determine the “passive
performance medalists” of 2025.

Before evaluating returns, it is important to outline how ESG-oriented indices are constructed, given that a
degree of tracking error is always to be expected from these benchmarks. According to MSCI, each ESG index
seeks a risk and return profile that is similar to the broad market index it is designed to track, while also targeting
improved sustainability characteristics and avoiding controversies. Of course, nuances exist across different
flavors of sustainability indices. For instance, the “ESG Leaders” approach differs slightly from that of “ESG
Focused” indices in that it overweights higher scoring ESG names against sector peers and utilizes additional
screens. Key examples include the following:

» MSCI USA Extended ESG Leaders Index: Applies exclusions related to alcohol, Arctic oil and gas production,
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controversial weapons, nuclear power, palm oil, thermal coal, tobacco, fossil fuel extraction, and
gambling.

= MSCI Emerging Markets ESG Focus Index and MSCI EAFE Extended ESG Focus Index: Both apply
exclusions related to civilian firearms, controversial weapons, tobacco, thermal coal, and oil sands.

The time has now come to award the medals. In the U.S. Large Cap space, the ESG Leaders approach landed
atop the podium in 2025, as overweight positions in best-in-class Communication Services companies
proved fruitful last year. Within Emerging Markets, the MSCI EM ESG Focus Index took home gold with the
highest absolute outperformance thanks to positive stock selection effects in sectors including Information
Technology, Health Care, and Energy (where being underweight also contributed to excess returns). Finally,
a photo finish determined the gold/silver outcome for traditional indices in the EAFE space. The MSCI
EAFE ESG Index trailed the two traditional benchmarks due to its weapons-related exclusions and lower
exposure to companies in construction and mining spaces, which hampered relative returns given Europe’s
increased focus on defense and infrastructure.

The fact that passive ESG indices fared well outside of the EAFE space in 2025 serves as a reminder that
funds that track these benchmarks may make sense for the following types of market participants:

* Mission-aligned investors who do not see their values fully reflected in certain segments of their
portfolios

* Purpose-driven or traditional investors who may consider passive vehicles as placeholders before
identifying a viable active manager

It is important to note that understanding the nuances of different ESG-focused products is crucial, as
many involve exclusions, additional risk management levers, and screens that will create absolute and
relative performance variability. Still, if a lesson can be learned from 2025, it is that investors can enjoy
strong performance from passive equity strategies while also tilting toward securities with more sustainable
characteristics. ®
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CONFIDENTIALITY NOTICE: This communication, including attachments, is for the exclusive use of the addressee and contains
proprietary, confidential and/or privileged information; any use, copying, disclosure, dissemination, or distribution is strictly prohibited.
Marquette Associates, Inc. retains all proprietary rights they may have in the information.

Marquette Associates, Inc. (“Marquette”) has prepared this document for the exclusive use by the client or third party for which it was
prepared. The information herein was obtained from various sources, including but not limited to third party investment managers,
the client’s custodian(s) accounting statements, commercially available databases, and other economic and financial market data
sources.

The sources of information used in this document are believed to be reliable. Marquette has not independently verified all of the
information in this document and its accuracy cannot be guaranteed. Marquette accepts no liability for any direct or consequential
losses arising from its use. The information provided herein is as of the date appearing in this material only and is subject to change
without prior notice. Thus, all such information is subject to independent verification and we urge clients to compare the information
set forth in this statement with the statements you receive directly from the custodian in order to ensure accuracy of all account
information. Past performance does not guarantee future results and investing involves risk of loss. No graph, chart, or formula can,
in and of itself, be used to determine which securities or investments to buy or sell.

Forward-looking statements, including without limitation any statement or prediction about a future event contained in this
presentation, are based on a variety of estimates and assumptions by Marquette, including, but not limited to, estimates of future
operating results, the value of assets, and market conditions. These estimates and assumptions, including the risk assessments and
projections referenced, are inherently uncertain and are subject to numerous business, industry, market, regulatory, geopolitical,
competitive, and financial risks that are outside of Marquette’s control. There can be no assurance that the assumptions made in
connection with any forward looking statement will prove accurate, and actual results may differ materially.

The inclusion of any forward-looking statement herein should not be regarded as an indication that Marquette considers forward-
looking statements to be a reliable prediction of future events. The views contained herein are those of Marquette and should not be
taken as financial advice or a recommendation to buy or sell any security. Any forecasts, figures, opinions or investment techniques
and strategies described are intended for informational purposes only. They are based on certain assumptions and current market
conditions, and although accurate at the time of writing, are subject to change without prior notice. Opinions, estimates, projections,
and comments on financial market trends constitute our judgment and are subject to change without notice. Marquette expressly
disclaims all liability in respect to actions taken based on any or all of the information included or referenced in this document. The
information is being provided based on the understanding that each recipient has sufficient knowledge and experience to evaluate
the merits and risks of investing.

This presentation does not constitute an offer to sell, or a solicitation of an offer to buy, any interest in any investment vehicle, and
should not be relied on as such. Targets, ranges, and expectations set forth in this presentation are approximations; actual results
may differ. The information and opinions expressed herein are as of the date appearing in this material only, are subject to change
without prior notice, and do not contain material information regarding the Marquette Model Portfolio, including specific information
relating to portfolio investments and related important risk disclosures. The descriptions herein of Marquette’s investment objectives
or criteria, the characteristics of its investments, investment process, or investment strategies and styles may not be fully indicative of
any present or future investments, are not intended to reflect performance and may be changed in the discretion of Marquette. While
the data contained herein has been prepared from information that Marquette believes to be reliable, Marquette does not warrant the
accuracy or completeness of such information. Client account holdings may differ significantly from the securities in the indices and
the volatility of the index may be materially different from client account performance. You cannot invest directly in an index. Artificial
intelligence may have been utilized during the preparation of this document.

About Marquette Associates

Marquette was founded in 1986 with the sole objective of providing investment consulting at the highest caliber of
service. Our expertise is grounded in our commitment to client service — our team aims to be a trusted partner and as
fiduciaries, our clients’ interests and objectives are at the center of everything we do. Our approach brings together the
real-world experience of our people and our dedication to creativity and critical thinking in order to empower our clients
to meet their goals. Marquette is an independent investment adviser registered under the Investment Advisers Act of
1940, as amended. Registration does not imply a certain level of skill or training. More information about Marquette
including our investment strategies, fees and objectives can be found in our ADV Part 2, which is available upon request
and on our website. For more information, please visit www.MarquetteAssociates.com.
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