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MSCI INDEX UPDATES AND TRENDS 



WHY MSCI? 

2

MSCI has been in the business of building innovative 
indexes and calculating fair, accurate and cost effective 
indexes for 40+ years

MSCI is the #1 provider to the equity ETF industry in 
number of licensed ETFs 2

Investors count on MSCI Indexes, as evidenced by the 
~$10 trillion in assets benchmarked to MSCI Indexes1, as 
well as USD ~$63 billion in aggregate notional 
outstanding of MSCI index linked futures & options

1

2

3

1 As reported on March 31,  2016, by eVestment, Morningstar and Bloomberg
2 As of  June  30, 2016; defined as each share class of an exchange traded fund, as identified by a separate Bloomberg ticker.Only primary listings, and not cross-listings, are counted.



MSCI: DEFINING THE EQUITY SPACE FOR 40+ YEARS
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Globalization of portfolio allocation

 Recent years have seen increased adoption 

of global equity policy benchmarks in 

contrast to the traditional segmentation 

between domestic/non-domestic and other 

fixed regional buckets

 Some institutional investors believe that 

ignoring small cap and emerging markets 

could have significant implications for long 

term portfolio performance 

 An increasing number of investors are now 

adopting the MSCI global benchmark ACWI 

IMI Index that covers all size segments
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Home and size biases Removal of home bias
Removal of 

home and size  biases



MSCI ACWI - A MODERN SINGLE SEAMLESS SOLUTION
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Consistent

Methodology

No Gaps        
No Overlaps

Precise Global Opportunity Set 
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Trending Themes In Indexing
1. Factor Investing
2. China
3. Emerging Markets
4. Small Cap Investing
5.ESG & Low Carbon Investing 
6.Listed Real Estate & Listed Infrastructure
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MSCI: A LEADER IN FACTOR INVESTING

 During the 1960s/1970s, MSCI provided investors with a basis for understanding 
opportunity sets outside their home markets

 In the 1980s, MSCI pioneered investing in the Emerging Markets 

 Today, MSCI is at the forefront of developing Factor Indexes creation

 For the first time on a large and systematic basis, traditional investment strategies are 
being captured in indexes 
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FACTOR INDEXES: LONG – TERM OUTPERFORMANCE

7

Data from 1975 – 2015. Source: Factor Indexes in Perspective: Insights from 40 Years of Data, MSCI Research Insight. Data extended to 4/30/2015
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Trending Themes In Indexing
1. Factor Investing
2. China
3. Emerging Markets
4. Small Cap Investing
5.ESG & Low Carbon Investing 
6.Listed Real Estate & Listed Infrastructure
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9

Current 
MSCI 
China 
Index

Included starting 
Nov 2015

RISING SIGNIFICANCE OF CHINA A SHARES



INDEX INCLUSION ROADMAP OF CHINA A-SHARES
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Data as of June 10, 2016

Feb 2016 Mar 2016 May 2016 Jun 2016

• Linking QFII Quota allocation to 
size of investors

• Relaxation of capital mobility 
restrictions under the QFII 
scheme

• MSCI resumes consultation 
on China A-shares inclusion 
roadmap

• Resolution of the issues regarding 
beneficial ownership

• Enhanced regulations on trading 
suspensions

Current Status Partial Inclusion (5%) Full Inclusion (100%)

• MSCI announces Market 
Reclassification result

Timeline of Recent Developments
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Trending Themes In Indexing
1. Factor Investing
2. China
3. Emerging Markets
4. Small Cap Investing
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6.Listed Real Estate & Listed Infrastructure
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MSCI: DEFINING EMERGING MARKETS FOR OVER 25 YEARS

1988

> $1.6 trillion AUM tracking 

the broad MSCI Emerging Markets Indexes(2)

Asia:

China, India, 
Indonesia,  Korea, 
Malaysia,  Philippines, 
Taiwan,  Thailand

EMEA:

Czech Republic, Egypt, 
Greece, Hungary, 
Poland, Qatar, Russia, 
South Africa, Turkey 
and the UAE.

Americas:

Brazil, Chile, Colombia, 
Mexico, Peru

The Emerging Markets

1988 2015

11%
1%

10 countries
1% of world market cap

800+ securities, 23 countries
11% of world market cap1

MSCI launches first comprehensive emerging 
markets index MSCI reviews & identifies countries on the basis of: 

Economic development, Size, Liquidity
Market accessibility & extensive discussions with 
investment community 

(1) As of September 30,  2015
(2) As of  June 30, 2015, as reported in September 30, 2015  by eVestment, Morningstar and Bloomberg. 
Includes the MSCI EM, MSCI EM IMI, MSCI EM Small Cap, MSCI EM Large Cap, MSCI EM Mid Cap Indexes.
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MSCI EMERGING MARKETS INDEX: BUILT TO LAST
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MSCI has been the trusted Emerging Markets Index for 25+ years

MSCI EM Index remains the most widely adopted mandate structure for emerging markets investors*

95% of US pension funds assets invested in Emerging Markets are benchmarked to MSCI*

Flagship Emerging Market Indexes:

• MSCI EM

• MSCI EM IMI

• MSCI EM Minimum Volatility

*Based on P&I AUM data as of Dec 2014 and MSCI clients as of  September 2015
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SMALL CAP PREMIUM

Potential reasons why institutional investors have included small caps in their global equity
portfolios:

1. Historical small cap premium

2. Better diversification potential

3. Wider range of opportunities

Historically, most of the MSCI IMI indexes earned higher returns and higher return-to-risk ratios
than their large + mid cap counterparts

Small Cap Premium (USD Gross) 
Annualized returns as on 09/30/2015
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MSCI Global 
Equity Indexes 

MSCI ESG 
Research

MSCI ESG 
Indexes

MSCI ESG INDEXES

+

• Index and ESG expertise incorporated in a fully integrated business model

• Family of 130+ Sustainability, SRI, Environmental and Global Norms indexes 

• Representative of the most widely used ESG strategies

• Based on MSCI ACWI, the leading global policy benchmark

• Benchmarks that facilitate ESG integration 

• Passive investment funds

• Performance and risk analysis

• Universes for active and quantitative managers

• Evaluating the ESG characteristics of portfolios

→
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LEADING EQUITY & FIXED INCOME BENCHMARKS FOR 
ESG INVESTORS

Parent Index

MSCI Sustainability Indexes

MSCI SRI Indexes

MSCI Global Norms Indexes

MSCI Environmental Indexes

Barclays MSCI Sustainability Indexes

Barclays MSCI SRI Indexes

Barclays MSCI ESG Weighted Indexes

Asset Class

ESG Research

ESG Equity & 
Fixed Income 
Index Families

MSCI ACWI Barclays Global Aggregate

Equity Fixed Income

MSCI ESG Research

Barclays MSCI Green Bond Indexes
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• Derived from MSCI ACWI IMI

─ Subset of the broader GICS-based MSCI ACWI IMI 

Real Estate Index

─ Includes both REITs and Real Estate Management 

and Development companies

• Target “pure” Real Estate exposure

─ Includes companies engaged in the ownership, 

development and management of real estate of 

core property types

─ 75% of relevant revenues required for eligibility

─ Excludes companies remotely connected to real 

estate or engaged in very specialized sectors

CORE REAL ESTATE INDEXES

MSCI’s Core Real Estate indexes are a subset of ACWI that focuses on companies directly involved in the 
ownership and management of core real estate activities.  This “pure” real estate set of indexes provides a 
robust measure of market performance and can be used as benchmarks or as the basis for passive 
investment products.

MSCI Core Real Estate Index Compared with ACWI
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• The index family is a subset of the Core 
Real Estate Indexes capturing key Real 
Estate performance factors

• Aim to reflect the performance 
characteristics of investment styles and 
strategies in the listed real estate space

─ High Dividend Yield

─ Small Size

─ Volatility

FACTOR REAL ESTATE INDEXES

21

Apply the MSCI Factor Indexes Methodology to 
Real Estate

Real Estate Factor Indexes apply MSCI’s expertise in factors for the MSCI Core Real Estate Indexes.  The 
initial focus is on the U.S. and UK Indexes, and for the Low Volatility, High Dividend Yield and Low Size 
Factor Indexes, with further Indexes due to be launched going ahead.

YieldLow Size

Quality

Low Volatility

MomentumValue



• The MSCI USA IMI Liquid Real Estate Index and the MSCI UK IMI 

Liquid Real Estate Index have historically demonstrated higher 

correlation with the IPD US Property Index and the IPD UK Property 

Index than their parent equity - only indexes.

• By using public real estate companies’ financial statements and 

deleveraging a listed equity index, it is possible to create an 

investable index with a risk/return profile similar to direct real 

estate indexes

• The MSCI USA IMI Liquid Real Estate Index combines a listed equity 

index with a short-term index of inflation protected bonds. The 

index: 

─ Targets an index risk/return profile similar to direct real estate 

indexes(e.g. IPD Property Indexes) using liquid instruments

22

The MSCI Liquid Real Estate Indexes are multi-asset class indexes that aim to achieve a risk/return profile 
similar to direct real estate indexes by using liquid instruments.  The MSCI Liquid Real Estate Indexes, 
based on the MSCI ACWI IMI Index, are constructed by combining MSCI Core Real Estate Volatility Tilt and 
Markit iBoxx inflation-linked Indexes.  This combination of indexes aims to deleverage the listed real 
estate index to reduce the impact of leverage used by companies on return and achieve a risk/return 
profile closer to the unlevered return on underlying properties.

Performance of the IPD US Property Index, MSCI USA 
IMI Core Real Estate Index and the MSCI USA IMI 

Liquid Real Estate Index (as at  30 Sep 2015)

MSCI LIQUID REAL ESTATE INDEXES
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AMERICAS

Americas 1 888 588 4567 *

Atlanta + 1 404 551 3212

Boston + 1 617 532 0920

Chicago + 1 312 675 0545

Monterrey + 52 81 1253 4020

New York + 1 212 804 3901

San Francisco + 1 415 836 8800

Sao Paulo + 55 11 3706 1360

Toronto + 1 416 628 1007

* = toll free

msci.com

clientservice@msci.com

CONTACT US

23

EUROPE, MIDDLE EAST 
& AFRICA

Cape Town + 27 21 673 0100

Frankfurt + 49 69 133 859 00

Geneva + 41 22 817 9777

London + 44 20 7618 2222

Milan + 39 02 5849 0415

Paris 0800 91 59 17 *

ASIA PACIFIC

China North 10800 852 1032 *

China South 10800 152 1032 *

Hong Kong + 852 2844 9333

Mumbai + 91 22 6784 9160

Seoul 00798 8521 3392 *

Singapore 800 852 3749 *

Sydney + 61 2 9033 9333

Taipei 008 0112 7513 *

Tokyo 81 3 5290 1555



This document and all of the information contained in it, including without limitation all text, data, graphs, charts (collectively, the “Information”) is the property of MSCI Inc. or its subsidiaries (collectively, “MSCI”), or MSCI’s licensors, direct or indirect 
suppliers or any third party involved in making or compiling any Information (collectively, with MSCI, the “Information Providers”) and is provided for informational purposes only.  The Information may not be modified, reverse-engineered, reproduced 
or redisseminated in whole or in part without prior written permission from MSCI. 

The Information may not be used to create derivative works or to verify or correct other data or information.   For example (but without limitation), the Information may not be used to create indexes, databases, risk models, analytics, software, or in 
connection with the issuing, offering, sponsoring, managing or marketing of any securities, portfolios, financial products or other investment vehicles utilizing or based on, linked to, tracking or otherwise derived from the Information or any other MSCI 
data, information, products or services.  

The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information.  NONE OF THE INFORMATION PROVIDERS MAKES ANY EXPRESS OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO 
THE INFORMATION (OR THE RESULTS TO BE OBTAINED BY THE USE THEREOF), AND TO THE MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, EACH INFORMATION PROVIDER EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT 
LIMITATION, ANY IMPLIED WARRANTIES OF ORIGINALITY, ACCURACY, TIMELINESS, NON-INFRINGEMENT, COMPLETENESS, MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE INFORMATION.

Without limiting any of the foregoing and to the maximum extent permitted by applicable law, in no event shall any Information Provider have any liability regarding any of the Information for any direct, indirect, special, punitive, consequential 
(including lost profits) or any other damages even if notified of the possibility of such damages. The foregoing shall not exclude or limit any liability that may not by applicable law be excluded or limited, including without limitation (as applicable), any 
liability for death or personal injury to the extent that such injury results from the negligence or willful default of itself, its servants, agents or sub-contractors.  

Information containing any historical information, data or analysis should not be taken as an indication or guarantee of any future performance, analysis, forecast or prediction.  Past performance does not guarantee future results.  

The Information should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions.  All Information is impersonal 
and not tailored to the needs of any person, entity or group of persons.

None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), any security, financial product or other investment vehicle or any trading strategy. 

It is not possible to invest directly in an index.  Exposure to an asset class or trading strategy or other category represented by an index is only available through third party investable instruments (if any) based on that index.   MSCI does not issue,
sponsor, endorse, market, offer, review or otherwise express any opinion regarding any fund, ETF, derivative or other security, investment, financial product or trading strategy that is based on, linked to or seeks to provide an investment return related 
to the performance of any MSCI index (collectively, “Index Linked Investments”). MSCI makes no assurance that any Index Linked Investments will accurately track index performance or provide positive investment returns.  MSCI Inc. is not an 
investment adviser or fiduciary and MSCI makes no representation regarding the advisability of investing in any Index Linked Investments.

Index returns do not represent the results of actual trading of investible assets/securities. MSCI maintains and calculates indexes, but does not manage actual assets. Index returns do not reflect payment of any sales charges or fees an investor may pay
to purchase the securities underlying the index or Index Linked Investments. The imposition of these fees and charges would cause the performance of an Index Linked Investment to be different than the MSCI index performance.

The Information may contain back tested data.  Back-tested performance is not actual performance, but is hypothetical.  There are frequently material differences between back tested performance results and actual results subsequently achieved by 
any investment strategy.  

Constituents of MSCI equity indexes are listed companies, which are included in or excluded from the indexes according to the application of the relevant index methodologies. Accordingly, constituents in MSCI equity indexes may include MSCI Inc., 
clients of MSCI or suppliers to MSCI.  Inclusion of a security within an MSCI index is not a recommendation by MSCI to buy, sell, or hold such security, nor is it considered to be investment advice.

Data and information produced by various affiliates of MSCI Inc., including MSCI ESG Research Inc. and Barra LLC, may be used in calculating certain MSCI indexes.  More information can be found in the relevant index methodologies on www.msci.com. 

MSCI receives compensation in connection with licensing its indexes to third parties.  MSCI Inc.’s revenue includes fees based on assets in Index Linked Investments. Information can be found in MSCI Inc.’s company filings on the Investor Relations 
section of www.msci.com.

MSCI ESG Research Inc. is a Registered Investment Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI Inc.  Except with respect to any applicable products or services from MSCI ESG Research, neither MSCI nor any of its products 
or services recommends, endorses, approves or otherwise expresses any opinion regarding any issuer, securities, financial products or instruments or trading strategies and MSCI’s products or services are not intended to constitute investment advice or 
a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such. Issuers mentioned or included in any MSCI ESG Research materials may include MSCI Inc., clients of MSCI or suppliers to MSCI, and 
may also purchase research or other products or services from MSCI ESG Research.  MSCI ESG Research materials, including materials utilized in any MSCI ESG Indexes or other products, have not been submitted to, nor received approval from, the 
United States Securities and Exchange Commission or any other regulatory body.

Any use of or access to products, services or information of MSCI requires a license from MSCI.  MSCI, Barra, RiskMetrics, IPD, FEA, InvestorForce, and other MSCI brands and product names are the trademarks, service marks, or registered trademarks of 
MSCI or its subsidiaries in the United States and other jurisdictions.  The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and Standard & Poor’s.  “Global Industry Classification Standard (GICS)” is a 
service mark of MSCI and Standard & Poor’s.

NOTICE AND DISCLAIMER
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