Creating the world’s first
water security indices

Thomas Schumann Capital (TSC), in partnership with

index experts Anatase Ltd., developed the world’s first
water security index family using a proprietary
methodology to incorporate financial water risk into
securities with the help of high-quality, granular water
data provided by LSEG.

Minimising water risk in investments

TSC was founded in 2011 by Thomas Schumann. A world-leading solutions provider of water security
and responsible investing, the company’s goals are aligned with UN Sustainable Development Goal 6:
‘Ensure availability and sustainable management of water and sanitation for all’.

TSC’s mission is to provide investors, asset managers and financial institutions with the tools and
transparency they need to incorporate financial water risk into investment strategies, enabling them to
achieve sustainable equity market performance.

Water usage and stewardship are a source of major financial risk that is largely absent from equity
valuations today. This risk directly translates to earnings risk which can negatively impact stock prices
and investment performance in the future. If water risk remains unaccounted for in benchmarks,
investors have little or no reliable means to reduce exposure to companies with high water risk.

TSC’s aim was to quantify water risk and build company rankings fuelled by data on water
utilisation, water stewardship and environmental controversies. To do this, they set out to
launch the world’s first water security indices.

To achieve this aim, collaboration with a leading water and sustainability data provider was essential to
provide the rich data and unrivalled expertise required to create a ground-breaking index methodology.

“After engaging with all of the leading data providers. LSEG was the only financial market data and risk
intelligence provider that met TSC’s requirements,” says Thomas Schumann, Founder at TSC.
The Challenge: Creating a diverse and scalable water index

Existing water indices are highly concentrated, focussing on only 30-50 companies, and limited to
companies in the water purification and recycling product manufacturing industries plus water utilities.
Water risk is absent from their design.

The key challenge was to develop water indices that invest across all sectors while targeting at
least a 50% reduction in water usage in the index.
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TSC required the data in order to design an attractive, marketable investment product that empowers
investors to incorporate water risk into their decision-making. Markus Barth, veteran index pioneer and
CEO of Anatase Ltd, partnered with TSC in October, 2020 to develop a solution to meet the challenge
of a broad-based water index that quantifies water risk at the company level. Extensive modelling and
testing led to normalising the LSEG water data in order to create water risk rankings for eligible stocks.

The solution: the most comprehensive water metrics in the market

The richness of LSEG’s broad-ranging water data enabled TSC to create the most comprehensive
water indices in the market. In addition to the indices, Anatase also developed the world’s first water
footprint using LSEG data.

As with all our customers large and small, LSEG supported TSC closely throughout the data
exploration and implementation process. Due to the depth and breadth of our ESG data, we
delivered a custom solution which exclusively contained 8 unique metrics for quantifying water
risk.

The outcome: the world’s first water security indices

After normalising and scaling the LSEG water data, TSC was able to design a suite of water security
indices for the US and Eurozone with a global index planned:

1. The TSC US Water Security Index®
2. The TSC Euro Water Security Index®
3. The TSC Global Water Security Index®

Once water risk is quantified, it informs index constituent weightings. The company has also leveraged
the digital platform of index administration innovators, Moorgate Benchmarks in London, so that global
investors can access the indices in real time.

The bonus: lower carbon footprint

Discussions with market participants discovered that an unexpected benefit of good water stewardship

is a lower carbon footprint — which is logical when considering that companies who manage their water

well also target better carbon efficiency.” The TSC Water Security Indices carbon footprint is 49% lower
in the Eurozone and 20% lower in the USA than their equity benchmarks.

Tapping into LSEG’s high-quality data, market-leading expertise and superior technology, TSC
has sponsored a ground-breaking range of investable indices that helps advance the financial
community by providing greater exposure to low-water-risk and lower carbon emissions
thereby addressing SDG 6 (Clean Water) as well as SDG 13 (Climate Action).

The TSC Water Security Indices can be invaluable to a broad spectrum of financial professionals, used
as the foundation of innovative financial instruments that meet global demand for responsible
investment. Moreover, they can help clients gain a better understanding of climate and water risk.

About LSEG ESG data

LSEG is one of the world’s largest providers of financial markets data and infrastructure. LSEG offers
one of the most comprehensive ESG databases in the industry. Designed to help you make sound,
sustainable investment decisions, our ESG investing information covers 95%+ of global market cap
and 76 countries over 870 metrics with history dating back to 2002.

Discover more about LSEG ESG Data and request access



https://www.lseg.com/en/data-analytics/sustainable-finance/esg-investing/closing-the-decarbonisation-gap-in-apac
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ABOUT LSEG

LSEG is one of the world’s leading providers of financial markets infrastructure and delivers financial data, analytics,
news and index products to more than 40,000 customers in over 170 countries.

We help organisations fund innovation, manage risk and create jobs by partnering with customers at every point in
the trade lifecycle: from informing their pre-trade decisions and executing trades to raising capital, clearing and
optimisation.

Backed by more than three centuries of experience, innovative technologies and a team of 25,000 people in over 60
countries, we are driving financial stability, empowering economies and enabling you to grow sustainably.
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LSEG Disclaimer

The content of this publication is provided by London Stock Exchange Group plc, its applicable group undertakings
and/or its affiliates or licensors (the “LSE Group” or “We”) exclusively.

Neither We nor our affiliates guarantee the accuracy of or endorse the views or opinions given by any third party
content provider, advertiser, sponsor or other user. We may link to, reference, or promote websites, applications
and/or services from third parties. You agree that We are not responsible for, and do not control such non-LSE
Group websites, applications or services.

The content of this publication is for informational purposes only. All information and data contained in this
publication is obtained by LSE Group from sources believed by it to be accurate and reliable. Because of the
possibility of human and mechanical error as well as other factors, however, such information and data are provided
“as is” without warranty of any kind. You understand and agree that this publication does not, and does not seek to,
constitute advice of any nature. You may not rely upon the content of this document under any circumstances and
should seek your own independent legal, tax or investment advice or opinion regarding the suitability, value or
profitability of any particular security, portfolio or investment strategy. Neither We nor our affiliates shall be liable for
any errors, inaccuracies or delays in the publication or any other content, or for any actions taken by you in reliance
thereon. You expressly agree that your use of the publication and its content is at your sole risk.

To the fullest extent permitted by applicable law, LSE Group, expressly disclaims any representation or warranties,
express or implied, including, without limitation, any representations or warranties of performance, merchantability,
fitness for a particular purpose, accuracy, completeness, reliability and non-infringement. LSE Group, its
subsidiaries, its affiliates and their respective shareholders, directors, officers employees, agents, advertisers,
content providers and licensors (collectively referred to as the “LSE Group Parties”) disclaim all responsibility for
any loss, liability or damage of any kind resulting from or related to access, use or the unavailability of the
publication (or any part of it); and none of the LSE Group Parties will be liable (jointly or severally) to you for any
direct, indirect, consequential, special, incidental, punitive or exemplary damages, howsoever arising, even if any
member of the LSE Group Parties are advised in advance of the possibility of such damages or could have
foreseen any such damages arising or resulting from the use of, or inability to use, the information contained in the
publication. For the avoidance of doubt, the LSE Group Parties shall have no liability for any losses, claims,
demands, actions, proceedings, damages, costs or expenses arising out of, or in any way connected with, the
information contained in this document.

LSE Group is the owner of various intellectual property rights (“IPR”), including but not limited to, numerous
trademarks that are used to identify, advertise, and promote LSE Group products, services and activities. Nothing
contained herein should be construed as granting any licence or right to use any of the trademarks or any other LSE
Group IPR for any purpose whatsoever without the written permission or applicable licence terms.
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