
FAQ 
 

 

 

 

 

 

 

A Guide to GIVI® 
 

What is GIVI?  GIVI is a global, rules-based index series that is designed to deliver lower volatility and 

weight stocks by intrinsic value rather than market capitalization. To achieve its goal of lowering 

expected volatility, GIVI excludes the 30% of market cap with the highest beta in each country. It then 

weights the remaining stocks by their intrinsic value. The intrinsic value for each stock is derived using 

a mathematical model based on current book value and the discounted value of projected earnings. 

The starting universe for stock selection is the S&P Global BMI, a broad, float-adjusted, market cap-

weighted benchmark that includes more than 10,000 stocks from 48 developed and emerging 

countries. The S&P GIVI Indices are designed to retain the country and sector diversification of this 

parent index. 

What is intrinsic value?  Intrinsic value can be described as the economic worth of a stock. It is a 

measure of the stock’s value, which can differ from its market price. The S&P GIVI methodology 

measures the intrinsic value of each stock using the Residual Income Model, where intrinsic value is 

equal to the sum of the value of assets in place and the value of growth opportunities. The value of 

assets in place is defined as the current book value of common equity, and the value of growth 

opportunities is defined as the discounted value of projected earnings. 

This intrinsic value weighting approach differs from the traditional fundamental weighting approach, 

which tends to have a strong value bias without explicitly accounting for growth opportunities. 

Does GIVI cap intrinsic value weights?  A stock’s weight is capped if its intrinsic value weight 

exceeds its regional S&P Global BMI float-adjusted market-cap weight by a specific upper bound. The 

bound for a stock is set as whichever of the two following values is smaller: its float-adjusted market-

cap weight + 1/2√N, where N is the number of stocks in the country’s intrinsic value index; or three 

times its float-adjusted market-cap weight. 

How does the methodology seek to reduce volatility?  The S&P GIVI methodology calculates each 

stock’s individual beta relative to the regional market beta using five years of daily price returns. Stocks 

accounting for the 30% of each country’s market cap with the highest beta are removed with the aim of 

reducing volatility. 

Why is volatility reduction limited to removing 30% of market cap?  Having tested various 

scenarios, the S&P GIVI methodology was designed to remove 30% of the index weight by country, 

because doing so was found to capture most of the benefits of a low-risk universe of stocks while 

maintaining broad exposure to the equity market. Most low-risk benefits are achieved by eliminating the 

riskiest one or two quintiles of the sample, and while risk-adjusted performance continues to improve as 

additional stocks are eliminated, it does so at a diminishing rate. 

Moreover, as more stocks are dropped from the universe, the portfolio of remaining stocks becomes 

more highly concentrated. As a result, the strategy’s return can deviate significantly from that of the 
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broader market. This issue is important for investors who use market-cap indices as the core of their 

portfolios and as benchmarks for their equity allocations. By eliminating 30% of market cap, the 

resulting portfolio’s tracking error relative to the market-cap index is generally 4%-6% over a long 

horizon. 

Why does the methodology use beta rather than volatility as a measure of risk?  Beta is a well-

accepted measure of systematic risk and we wanted to address the systematic risk rather than the 

idiosyncratic risk of the stocks. We feel that a measure of systematic risk is more appealing 

conceptually than an absolute measure of risk. 

Why does the methodology use a global constant equity risk premium of 3.5%?  A well-regarded 

study from the London Business School authored by Elroy Dimson, Paul Marsh, and Mike Staunton 

examined equity risk premiums over 106 years and found 3.5% to be a globally consistent average 

rate.1 

How are country-specific discount rates handled?  Country-specific risk-free rates are used to 

account for each country’s unique economic impact on stock performance. The risk-free rate for the 

company’s country is used when available. A multi-country mean is used when a country does not have 

reliable data. 

How often are the indices rebalanced?  The indices are rebalanced semiannually in March and 

September. On an ongoing basis, the universe for the S&P GIVI Indices is aligned to that of the S&P 

Global BMI. 

Are any buffers maintained at rebalancing?  A 5% buffer is applied to stocks already in the index, 

meaning that for a constituent to be removed from the index during a rebalancing, it must be among the 

highest 25% of float-adjusted weights when ranked by beta. This 5% buffer aims to reduce index 

turnover. 

What GIVI indices are available?  Key indices are listed below. Also available are Shariah-screened 

indices and additional indices for South Africa. For the complete list, view the S&P GIVI Methodology. 

S&P GIVI Global Index  

S&P GIVI Developed Index  

S&P GIVI Developed Ex. U.S. Index  

S&P GIVI Emerging Index  

S&P GIVI Emerging Asia Pacific Index  

S&P GIVI Europe Index  

S&P GIVI GDP Weighted Index  

S&P GIVI Global Growth Markets Tilt Index  

S&P GIVI Japan Index  

S&P GIVI Pan Asia Ex. Japan, Australia & New Zealand Index  

S&P GIVI United Kingdom Index  

S&P GIVI United States Index  

S&P Japan 500 GIVI  

Low Beta Indices:  

S&P Low Beta Global Index 

S&P Low Beta Developed Index 

https://spindices.com/documents/methodologies/methodology-sp-givi-indices.pdf
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S&P Low Beta Developed Ex. U.S. Index 

S&P Low Beta Emerging Index 

S&P Low Beta Emerging Asia Pacific Index 

S&P Low Beta Europe Index 

S&P Low Beta Japan Index 

S&P Low Beta Pan Asia Ex. Japan, Australia & New Zealand Index  

S&P Low Beta United Kingdom Index  

S&P Low Beta United States Index  

S&P Japan 500 Low Beta Index 

Intrinsic Value Weighted Indices: 

S&P Intrinsic Value Weighted Global Index 

S&P Intrinsic Value Weighted Developed Index 

S&P Intrinsic Value Weighted Developed Ex. U.S. Index 

S&P Intrinsic Value Weighted Emerging Index 

S&P Intrinsic Value Weighted Emerging Asia Pacific Index 

S&P Intrinsic Value Weighted Europe Index 

S&P Intrinsic Value Weighted Japan Index  

S&P Intrinsic Value Weighted Pan Asia Ex. Japan, Australia & New Zealand Index 

S&P Intrinsic Value Weighted United Kingdom Index 

S&P Intrinsic Value Weighted United States Index  

S&P Japan 500 Intrinsic Value Weighted Index  

Where can I learn more about GIVI and its methodology?  The index methodologies, factsheets, 

and related research can be found on the S&P Dow Jones Indices website. 

 

 

 

 

 

 

 

 

 

 

 

 

1Dimson, Marsh, Staunton, “The Worldwide Equity Premium: A Smaller Puzzle,” London Business School, April 7, 2006. 

https://spindices.com/indices/strategy/sp-givi-global-index-us-dollar
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GENERAL DISCLAIMER 

Copyright © 2019 S&P Dow Jones Indices LLC. All rights reserved. STANDARD & POOR’S, S&P, S&P 500, S&P 500 LOW VOLATILITY 
INDEX, S&P 100, S&P COMPOSITE 1500, S&P MIDCAP 400, S&P SMALLCAP 600, S&P GIVI, GLOBAL TITANS, DIVIDEND 
ARISTOCRATS, S&P TARGET DATE INDICES, GICS, SPIVA, SPDR and INDEXOLOGY are registered trademarks of Standard & Poor’s 
Financial Services LLC, a division of S&P Global (“S&P”). DOW JONES, DJ, DJIA and DOW JONES INDUSTRIAL AVERAGE are registered 
trademarks of Dow Jones Trademark Holdings LLC (“Dow Jones”). These trademarks together with others have been licensed to S&P Dow 
Jones Indices LLC. Redistribution or reproduction in whole or in part are prohibited without written permission of S&P Dow Jones Indices LLC. 
This document does not constitute an offer of services in jurisdictions where S&P Dow Jones Indices LLC, S&P, Dow Jones or their respective 
affiliates (collectively “S&P Dow Jones Indices”) do not have the necessary licenses. Except for certain custom index calculation services, all 
information provided by S&P Dow Jones Indices is impersonal and not tailored to the needs of any person, entity or group of persons. S&P 
Dow Jones Indices receives compensation in connection with licensing its indices to third parties and providing custom calculation services. 
Past performance of an index is not an indication or guarantee of future results. 

It is not possible to invest directly in an index. Exposure to an asset class represented by an index may be available through investable 

instruments based on that index. S&P Dow Jones Indices does not sponsor, endorse, sell, promote or manage any investment fund or other 

investment vehicle that is offered by third parties and that seeks to provide an investment return based on the performance of any index. S&P 

Dow Jones Indices makes no assurance that investment products based on the index will accurately track index performance or provide 

positive investment returns. S&P Dow Jones Indices LLC is not an investment advisor, and S&P Dow Jones Indices makes no representation 

regarding the advisability of investing in any such investment fund or other investment vehicle. A decision to invest in any such investment 

fund or other investment vehicle should not be made in reliance on any of the statements set forth in this document. Prospective investors are 

advised to make an investment in any such fund or other vehicle only after carefully considering the risks associated with investing in such 

funds, as detailed in an offering memorandum or similar document that is prepared by or on behalf of the issuer of the investment fund or 

other investment product or vehicle. S&P Dow Jones Indices LLC is not a tax advisor. A tax advisor should be consulted to evaluate the 

impact of any tax-exempt securities on portfolios and the tax consequences of making any particular investment decision. Inclusion of a 

security within an index is not a recommendation by S&P Dow Jones Indices to buy, sell, or hold such security, nor is it considered to be 

investment advice. 

These materials have been prepared solely for informational purposes based upon information generally available to the public and from 
sources believed to be reliable. No content contained in these materials (including index data, ratings, credit-related analyses and data, 
research, valuations, model, software or other application or output therefrom) or any part thereof (“Content”) may be modified, reverse-
engineered, reproduced or distributed in any form or by any means, or stored in a database or retrieval system, without the prior written 
permission of S&P Dow Jones Indices. The Content shall not be used for any unlawful or unauthorized purposes. S&P Dow Jones Indices and 
its third-party data providers and licensors (collectively “S&P Dow Jones Indices Parties”) do not guarantee the accuracy, completeness, 
timeliness or availability of the Content. S&P Dow Jones Indices Parties are not responsible for any errors or omissions, regardless of the 
cause, for the results obtained from the use of the Content. THE CONTENT IS PROVIDED ON AN “AS IS” BASIS. S&P DOW JONES 
INDICES PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY 
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE 
ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE 
WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Dow Jones Indices Parties be liable to any party for any 
direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses 
(including, without limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the 
possibility of such damages. 

S&P Global keeps certain activities of its various divisions and business units separate from each other in order to preserve the independence 
and objectivity of their respective activities. As a result, certain divisions and business units of S&P Global may have information that is not 
available to other business units. S&P Global has established policies and procedures to maintain the confidentiality of certain non-public 
information received in connection with each analytical process. 

In addition, S&P Dow Jones Indices provides a wide range of services to, or relating to, many organizations, including issuers of securities, 
investment advisers, broker-dealers, investment banks, other financial institutions and financial intermediaries, and accordingly may receive 
fees or other economic benefits from those organizations, including organizations whose securities or services they may recommend, rate, 
include in model portfolios, evaluate or otherwise address. 


