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What's Inside the 4 Largest 
Clean Energy ETFs 
 

There's much more to these funds than meets the eye. 
 
….   In our April 2021 report “Investing in Times of Climate Change”, we 
outlined the different approaches that asset managers have taken to 
address this issue, which range from decarbonizing portfolios to building 
ones aimed at investing in green solutions.  
 
To date, investors appear most interested in investing in green solutions. 
Specifically, clean energy funds have enjoyed the highest inflows of any 
subcategory of climate-aware funds over the past two years. They currently 
claim a major slice of market share in the climate funds space. Here, I will 
take a close look at the four largest clean energy ETFs available in the 
United States, featured in Exhibit 1. 

 
 
At face value, these four seem awfully similar. But their underlying indexes 
can have very different approaches to defining clean energy and 
determining which stocks qualify for inclusion. .... 
…. 
There are many different definitions of clean energy. The definitions 
employed by clean energy indexes can vary widely. Some only include …. 
…. 
… and … weight stocks based on their market cap.   … assigns weights 
based on the product of stocks’ market cap and an energy exposure score, 
which corresponds to the revenue thresholds mentioned above. The more 



revenue generated from clean energy, the higher stocks’ exposure score 
and greater weight in … ’s portfolio. PBW is the only fund in the group 
employing equal weighting. To avoid capacity issues, the minority of PBW’s 
constituents with less than $200 million in market cap receive an equal 
weight of 0.5%. The rest of the holdings receive an equal share of their 
respective sector weights, which are determined by the index provider. 
 
Exhibit 3 features each of the four funds’ top 10 holdings. …. 

  
…. 
Exhibit 4 shows the percentage of each fund invested in companies with 
fossil-fuels exposure as well as the portion invested in companies providing 
carbon solutions. Revenue from fossil fuels (thermal coal or oil & gas) 
production and power generation will be counted toward the funds’ fossil-
fuels exposure. On the other hand, those sales stemming from renewable 
energy production and ancillary services, energy efficiency, and green 
infrastructure and transportation will be counted toward carbon solutions 
exposure. For the sake of comparison, I’ve also included the data for  … 
Fossil Fuel Reserves Free … which holds only … without fossil-fuel …. 



 
 
Exhibit 5 shows company-level product involvement of the top 10 holdings 
for each fund. … runs into a similar issue as …, as some of its top holdings 
are power producers that are involved in both renewable and traditional 
energy generation, such as Northland Power and NextEra Energy …. 

 



Both …  and PBW currently have no fossil-fuels exposure among their top 
10 holdings and low exposure overall. This is partly because of their 
broader scope. Including related clean energy businesses allows them to 
avoid owning power providers with higher fossil-fuels exposure. 
…. 
…      As there is no consensus on what exactly qualifies as clean energy, 
the many approaches to indexing this space still require deep due diligence 
on the part of fund investors. 


