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Executive Summary

• In the May 2021 Index Review, MSCI started applying a screen on the MSCI Standard Index 
additions that exhibited extreme price increase to allow for potential stabilization of price 
discovery and to reduce the scope for potential reverse turnover.

• As part of the August 2023 Index Review, MSCI exceptionally did not include Mog Digitech 
Holdings following an extreme price increase over six months preceding the August 2023 Index 
Review and resulting client feedback.

• After further analysis, MSCI launches a consultation to enhance the treatment of securities that 
exhibit extreme price increase. Specifically, MSCI proposes to:

– Extend the measurement period of extreme price increase from the current 5-day to 60-day by incorporating 
90-day, 120-day, 150-day, 180-day and 250-day windows and apply the relevant returns-based thresholds.

• Should this consultation lead to the implementation of any or all of the proposed changes, MSCI 
aims to implement the enhanced treatment starting from the May 2024 Index Review.

• MSCI welcomes feedback from the investment community until March 29, 2024. MSCI will 
announce the results of this consultation on or before April 15, 2024.
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Background 
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• At the November 2020 Index Review, following feedback from market participants, MSCI exceptionally did not 
add Artgo Holdings to the MSCI Indexes due to its extreme price increase, despite meeting the index inclusion 
requirements. Subsequently, in February 2021, MSCI consulted on the application of a screen on potential index 
additions with extreme price increase. The screen was implemented as part of the May 2021 Index review.

• As per the current methodology, MSCI applies the screen on extreme price increase for potential additions to the 
MSCI Standard Indexes, including migrations from the Small Cap Size-Segment. Securities with excess returns 
breaching any of the thresholds from the 5-day to 60-day, in increments of 5 days, as of the price cutoff date of 
the Index Review, will not be eligible for addition into the Standard Indexes and would be re-evaluated for 
Standard Index Inclusion at the subsequent Index Review (see the full methodology in the Appendix).

• As part of the August 2023 Index Review, Mog Digitech Holdings met the index inclusion requirements as per the 
current methodology. However, following analysis of its significant increase in price over the six months 
preceding that Index Review, complemented with unsolicited client feedback, MSCI decided to exceptionally not 
add Mog Digitech as part of the August 2023 Index Review and reassess the criteria set forth under the extreme 
price increase methodology to better identify similar use cases.

• MSCI also re-evaluated the feasibility of extending the treatment of extreme price increase for Small Cap 
additions, with a different set of thresholds.
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Details of the Proposal

• In order to better capture securities that may experience significant price volatility following 
a price increase over a longer timeframe, MSCI proposes to extend the current excess 
return measurement period by including 90-day, 120-day, 150-day, 180-day and 250-
day windows and applying the following thresholds:

• MSCI will continue not to apply the treatment of extreme price increase on Small Cap 
additions.

* Feb 2011 Index Review to Nov 2023 Index Review 
**Equal-weighted mean

Period 5D 10D 15D 20D 25D 30D 35D 40D 45D 50D 55D 60D 90D 120D 150D 180D 250D 

Excess 
Return 

Thresholds
(%)

100 100 100 100 200 200 200 200 400 400 400 400 500 800 1500 1500 2500

Current measurement period Proposed incremental 
measurement period

4

Note: The proposed extreme price increase thresholds are derived based on the 99.9th percentile of excess returns of the historical additions to 
the MSCI Standard Indexes over approximately 12 years*, similar to the thresholds under the current measurement period (see the details in the 
Appendix). MSCI defines extreme price increase as the excess returns over the IMI country sector mean** on the price cutoff date of a given 
index review breaching any of the thresholds in the measurement periods.
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Rationale for Extending the Current Measurement Period

• The objective of the extreme price increase screen is to maintain the rule-based methodology, while striking the right
balance between the postponement of inclusion of securities exhibiting exceptionally high price increase and 
continuing to reflect changes to the Indexes in a timely fashion.

• The proposed extended measurement period and the corresponding thresholds would improve the effectiveness of 
identifying the securities experiencing extreme price increase by evaluating the performance over a longer timeframe

– While the extended period would better capture securities with extreme price increase, it will achieve this without material impact 
on the timely reflection of index changes.

• An alternative scenario with lower return thresholds was also evaluated. However, it would have resulted in an 
unnecessarily high number of postponed additions.

*Total number of Standard additions in the MSCI All Country World Indexes, MSCI Frontier Markets Indexes and MSCI Standalone Markets Indexes during Feb 2011 Index Review and Nov 2023 Index Review
5

Summary of Historical Impact

Details of each scenario:
• Current methodology applies thresholds based on the 99.9th percentile of historical 

excess returns over the 5D-60D period
• Proposed methodology applies thresholds based on the 99.9th percentile of historical 

excess returns over the 5D-250D period
• Alternative methodology applies thresholds based on the 99th percentile of historical 

excess returns over the 5D-250D period
      (See details on the 99.9th and 99th percentile thresholds in the Appendix)
Price volatility means a security experienced any of the below, following the index review:
• Effective Day return is less than -20%
• 3 month Return after implementation date of the index review is less than -50%
• Deleted from Standard Index at the following index review

Standard Additions

Historical Sample Size* 3055

Scenario Current Proposed Alternative

Number of Impacted 
Securities 12 16 120

- Number of impacted 
Securities with price 
volatility following the index 
review

4 5 11
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Historical Impact per Rebalance
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• The bar represents the number of impacted securities per rebalance 
• The dot represents the % of standard additions which is calculated using the number of impacted securities divided by the number of standard additions in each rebalance

Impact under Proposed Methodology Impact under Alternative Methodology

• Lower return thresholds under the alternative methodology would have resulted in many non-inclusions 
in more recent period and particularly during 2020 and 2021.
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Historical Impact based on Current Methodology
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• From the February 2011 Index Review to the November 2023 Index Review, twelve securities met the 
currently applied extreme price increase thresholds (four of these securities were not added in the 
indexes post the May 2021 implementation of these rules).

Market Cap data as of the price cutoff date of the relevant Index Review
*FIF Mcap: Foreign Inclusion Factor (FIF) adjusted market capitalization

Security Name Impacted Index 
Review Country Sector Company Full Mcap 

(USD million)
Company FIF Mcap* 

(USD million)
Eligibility in following 

Index Review

Simulated Impact 
before 

implementation

GOLDIN PROPERTIES HLDGS May 2015 CN Financials 6,896 2,758 No

HANMI PHARM CO (NEW) May 2015 KR Health Care 3,370 1,685 Yes

CHINA FIRST CAPITAL GRP May 2018 CN Consumer 
Discretionary 4,087 2,657 Yes

ARTGO HOLDINGS Nov 2019 CN Industrials 2,323 1,975 No

AFTERPAY May 2020 AU Information 
Technology 4,590 3,672 Yes

SHIN POONG PHARMA CO Aug 2020 KR Health Care 5,828 2,999 Yes

SUPERMAX CORP Aug 2020 MY Health Care 5,540 3,047 Yes

HEBEI CONSTRUCTION GRP H Nov 2020 CN Industrials 5,625 1,473 No

Actual Impact 
post 

implementation

CHINA RESOURCES A (HK-C) May 2022 CN Health Care 4,156 1,239 Yes

ECOPRO CO May 2023 KR Materials 12,836 9,655 Yes

EOPTOLINK TECH A (HK-C) May 2023 CN Information 
Technology 5,894 1,767 Yes

KUMYANG Aug 2023 KR Materials 5,121 2,817 Yes
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Simulated Additional Impact Based on the Proposal

Market Cap data as of the price cutoff date of the relevant Index Review
*FIF Mcap: Foreign Inclusion Factor (FIF) adjusted market capitalization

• The table below includes the simulated list of additional securities that would have met 
the proposed extreme price increase thresholds of the extended measurement period at 
the relevant index reviews.

Impacted securities Impacted Index 
Review Country Sector

Company Full Mcap
(USD million)

Company FIF Mcap* 
(USD million)

Eligibility in 
following Index 
Review

GUNGHO ONLINE ENT May 2013 JP Information Technology 6,149 1,845 Yes

MIXI Nov 2014 JP Information Technology 4,756 2,140 Yes

AMC ENTERTAINMENT 
HLDG A Aug 2021 US Communication Services 21,622 21,622 Yes

MOG DIGITECH 
HOLDINGS Aug 2023 CN Consumer Discretionary 8,027 1,605 No
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• Mog Digitech Holdings would not have been added in the subsequent index review due to 
decrease in price.
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Rationale for Not Applying the Screen on a Broader Universe
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Small Cap Additions

Historical Sample Size* 9345

Number of Impacted Securities**
40

- Number of impacted Securities with price 
volatility following the index review 5

*Total number of Small Cap additions in the MSCI All Country World Indexes, MSCI Frontier Markets Indexes and MSCI Standalone Markets Indexes during Feb 2011 Index Review and Nov 2023 Index Review
** Applied the thresholds based on the 99.9th percentile of excess returns over the 5D-250D period (see the Appendix)

• MSCI will continue not to apply the 
extreme price increase screen on the 
additions to the MSCI Small Cap Indexes.

–Small cap securities are often 
characterized by higher returns volatility

• Applying the screen could lead to a large number 
of postponed additions.

–Based on historical analysis, Small Cap 
additions meeting the thresholds do not 
often experience significant drawdown or 
reverse turnover after the index inclusion.

Impact per Rebalancing

Summary of Historical Impact
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Discussion Points

• Do you agree with the proposal to apply a longer timeframe of evaluating extreme price 
increase for the MSCI Standard Index inclusions?

• Do you agree with the proposed measurement window of 90-day, 120-day, 150-day, 180-day 
and 250-day or should MSCI consider tighter windows (for example, in incremental of 10 
days starting from 60-day to 250-day)?

• Do you agree with not applying the excess return screen on Small Cap additions? 

• Do you think a longer waiting period is required to re-evaluate the securities that meet the 
extreme price increase thresholds before re-considering them for inclusion?

• Are the proposed excess return thresholds sufficient or should other measures be 
considered such as fundamental ratios or additional country specific sources for 
estimating free float to better assess shareholding concentration?

10
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Appendix



Information Classification: GENERAL

Defining the Return Thresholds for Standard Additions

Period 
(business 
days)

Excess 
Returns (%) of 
Standard 
Adds* @ 
99.9th

Excess Return 
(%) Threshold 
@ 99.9th

Excess 
Returns (%) of 
Standard 
Adds* @ 99th

Excess Return 
(%) Threshold 
@ 99th

5D 48 100 21 50
10D 75 100 36 50
15D 101 100 45 50
20D 112 100 55 50
25D 128 200 67 50
30D 156 200 81 100
35D 167 200 92 100
40D 189 200 107 100
45D 225 400 112 100
50D 275 400 120 100
55D 360 400 134 100
60D 384 400 136 100
90D 518 500 221 300
120D 728 800 314 300
150D 1440 1500 396 500
180D 1447 1500 480 500
250D 2388 2500 685 700

*Standard additions include migrations to Standard
**Feb 2011 Index Review to Nov 2023 Index Review

• MSCI evaluated historical index review 
Standard additions* since 2011** and set the 
proposed thresholds based on the 99.9th 
percentile of excess returns.

• MSCI also tested alternative thresholds which 
were defined based on 99th percentile of 
historical excess returns of index review 
additions.

• The table to the right illustrates the Excess 
Returns of historical index review Standard 
additions at the 99.9th and 99th percentile 
respectively, as well as the thresholds which 
were set based on the historical excess returns.

12

Proposed Alternative
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Defining the Return Thresholds for Small Cap Additions

Period (business 
days)

Excess Returns 
(%) of Small Cap 
Adds* @ 99.9th

Excess Return 
(%) Threshold @ 
99.9th

5D 65 100
10D 101 100
15D 126 200

20D 160 200
25D 197 200
30D 245 300
35D 294 300
40D 320 400
45D 373 400
50D 375 400
55D 412 500
60D 439 500
90D 714 800
120D 1,239 1200
150D 1,789 1800
180D 1,874 2000
250D 4,545 4500

* Feb 2011 Index Review to Nov 2023 Index Review

• MSCI evaluated historical index review Small Cap additions 
since 2011* and set the thresholds based on the 99.9th 
percentile of excess returns.

• The table to the right illustrates the Excess Returns of 
historical index review Small Cap additions at the 99.9th 
percentile.

13
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Additional Simulation for Standard Additions with Tighter 
Windows
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Period (business 
days)

Excess Returns (%) of 
Standard Adds* @ 
99.9th

Excess Return (%) 
Threshold @ 99.9th

5D 48 100
10D 75 100
15D 101 100
20D 112 100
25D 128 200
30D 156 200
35D 167 200
40D 189 200
45D 225 400
50D 275 400
55D 360 400
60D 384 400
70D 495 500
80D 446 500
90D 518 500
100D 695 500
110D 696 800
120D 728 800
130D 789 800
140D 969 800
150D 1,440 1,500
160D 1,086 1,500
170D 1,279 1,500
180D 1,447 1,500
190D 1,539 1,500
200D 1,456 1,500
210D 1,451 1,500
220D 1,598 1,500
230D 1,508 1,500
240D 1,910 1,500
250D 2,388 2,500

• MSCI evaluated the impact of applying tighter 
windows by extending the timeframe in 10-day 
increments starting from the 60-day to 250-day.

• The table to the right illustrates the Excess 
Returns of historical index review Standard 
additions at the 99.9th percentile, as well as the 
thresholds which were set based on the 
historical excess returns.

*Standard additions include migrations to Standard
**Feb 2011 Index Review to Nov 2023 Index Review
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Simulated Impact Using Tighter Windows for Standard 
Additions

15

Standard Additions

Historical Sample Size* 3055

Number of Impacted Securities**
20

- Number of impacted Securities with price 
volatility following the index review 5

*Total number of Standard additions in the MSCI All Country World Indexes, MSCI Frontier Markets Indexes and MSCI Standalone Markets Indexes during Feb 2011 Index Review and Nov 2023 Index Review
** Applied the thresholds based on the 99.9th percentile of excess returns over the 5D-250D period

Impact per Rebalancing

Summary of Historical Impact

• Tighter windows in incremental of 10 days 
starting from 60-day to 250-day could 
potentially reduce the risk of missing stocks 
with extreme price increase between the large 
gap in the extended observation period of the 
main proposal.

• Based on the simulation of tighter windows
– 4 incremental securities met the thresholds,  

none of them experienced price volatility 
following the index review

– 6 securities met the thresholds in consecutive 
index reviews
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Current Methodology

Section 2.3.6.3 of the MSCI Global Investable Market Indexes Methodology: Treatment of Securities that Exhibit Extreme Price Increase

Securities that exhibit extreme price increase will not be eligible for addition into the Standard Indexes but will continue to be considered as part of 
the market investable universe. Such securities would be re-evaluated for Standard Index inclusion in the subsequent Index Review using Standard 
Index inclusion criteria, including the return-based thresholds for extreme price increase.

MSCI will evaluate the 5-day to 60-day excess returns, in increments of 5 days, as of the price cutoff date of the Index Review, for additions to the 
Standard indexes. As shown in the table below, securities with excess returns above 100% for any of its 5-day to 20-day excess returns, or above 
200% for any of its 25-day to 40-day excess returns or 400% for any of its 45-day to 60-day excess returns are considered to exhibit extreme price 
increase.

Thresholds for Extreme Price Increase 

Excess return is calculated as the difference between the return of a security for the relevant period and the average return of IMI constituents 
belonging to the same country-sector where the security is classified (in terms of country of classification and GICS classification at the sector level). 
For country-sectors that have five or less IMI constituents, the relevant country IMI return is used instead.

IPOs that do not meet the minimum length of trading requirements, but meet all other criteria for Standard Index inclusion are not subject to this 
requirement.

16
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Notice and Disclaimer
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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. All rights in 
the Information are reserved by MSCI and/or its Information Providers.
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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 
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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 may include “Signals,” defined as quantitative attributes or the product of methods or formulas that describe or are derived from calculations using historical data. Neither these Signals nor any description of historical data are intended to provide investment advice or a 
recommendation to make (or refrain from making) any investment decision or asset allocation and should not be relied upon as such. Signals are inherently backward-looking because of their use of historical data, and they are not intended to predict the future. The relevance, correlations and 
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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. The calculation of indexes and index returns may deviate from the stated methodology. 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 LLC 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 msci.com.
MSCI ESG Research LLC is a Registered Investment Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI Inc. 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 a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such, provided that applicable products or services from MSCI ESG Research may constitute 
investment advice. 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. MSCI ESG and climate ratings, 
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Please note that the issuers mentioned in MSCI ESG Research materials sometimes have commercial relationships with MSCI ESG Research and/or MSCI Inc. (collectively, “MSCI”) and that these relationships create potential conflicts of interest.  In some cases, the issuers or their affiliates 
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independence of its research and ratings. More information about these conflict mitigation measures is available in our Form ADV, available at https://adviserinfo.sec.gov/firm/summary/169222.  
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MIFID2/MIFIR notice: MSCI ESG Research LLC does not distribute or act as an intermediary for financial instruments or structured deposits, nor does it deal on its own account, provide execution services for others or manage client accounts. No MSCI ESG Research product or service supports, 
promotes or is intended to support or promote any such activity. MSCI ESG Research is an independent provider of ESG data. 
Privacy notice: For information about how MSCI collects and uses personal data, please refer to our Privacy Notice at https://www.msci.com/privacy-pledge.
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MSCI is a leading provider of critical decision support tools and services for the global 
investment community. With over 50 years of expertise in research, data and technology, we 
power better investment decisions by enabling clients to understand and analyze key drivers 
of risk and return and confidently build more effective portfolios. We create industry-leading 
research-enhanced solutions that clients use to gain insight into and improve transparency 
across the investment process. To learn more, please visit www.msci.com. 

The process for submitting a formal index complaint can be found on the index regulation 
page of MSCI’s website at: https://www.msci.com/index-regulation.

http://www.msci.com/
https://www.msci.com/index-regulation
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Contact Us
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The process for submitting a formal index complaint can be found on the index regulation page of MSCI’s website at: 
https://www.msci.com/index-regulation.
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