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1 INTRODUCTION 

The MSCI Cyclical and Defensive Sectors Indexes (each, an “Index”) are designed to track the 

performance of the opportunity set of global cyclical and defensive companies across 

various Global Industry Classification Standard (GICS®) sectors. The Indexes are designed to 

serve as a benchmark and as a research tool for analyzing cyclical and defensive companies 

respectively. 
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2 CONSTRUCTING MSCI CYCLICAL AND DEFENSIVE SECTORS INDEXES 

2.1 CONSTITUENT SELECTION:  

The Indexes are constructed from applicable MSCI country and regional indexes (each, a 

“Parent Index”).  

The following GICS sectors are classified as Cyclical sectors:   

 Consumer Discretionary 

 Financials 

 Real Estate 

 Industrials 

 Information Technology 

 Materials 

 Communication Services 

All constituent securities from these sectors are included in the MSCI Cyclical Sectors 

Indexes.   

The following GICS sectors are classified as Defensive sectors:   

 Consumer Staples  

 Energy 

 Healthcare 

 Utilities  

All constituent securities from these sectors are included in the MSCI Defensive Sectors 

Indexes.   

2.2 WEIGHTING SCHEME:   

For each Index, the constituents are weighted based on their free float market 

capitalization. To mitigate the impact of sector concentration and stock-specific risk, capped 

versions may be made available as per the MSCI Capped Index Methodology, available at: 

 https://www.msci.com/index-methodology 

Appendix I has additional details on MSCI Cyclical and Defensive Sectors Capped indexes. 

https://www.msci.com/index-methodology
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3 MAINTAINING THE INDEXES 

3.1 QUARTERLY INDEX REVIEWS 

The Indexes are rebalanced on a quarterly basis in February, May, September and November, 

coinciding with the Index Reviews of the Parent Index. The pro forma Indexes are generally 

announced nine business days before the effective date.  

3.2 ONGOING EVENT RELATED AND GICS CHANGES  

In general, the Indexes follow the event maintenance of the corresponding Parent Indexes.  

Except when the new security results from an event affecting an existing constituent (e.g., 

spin off, merger), there will be no early inclusion of new securities to the Index.  New 

additions to the Parent Index outside the regular Index Reviews will be added to the Index at 

the next regularly scheduled Index Review. For example, an early inclusion to the Parent 

Index following an IPO in September would only be considered for inclusion to the Index at 

the following November Quarterly Index Review.  Likewise, if a security experiences a GICS 

reclassification into the Cyclical or Defensive sectors due to a corporate event, it will only be 

considered for inclusion to the Indexes during the next regularly scheduled Index Review.  

If a security is deleted from the Parent Index due to a corporate event, it will be removed 

from the Index at the effective date of the event.  Similarly, if a security experiences a GICS 

reclassification out of the Cyclical or Defensive sectors following a corporate event, it will be 

removed from the Indexes at the effective date of the event.   

3.2.1 GICS® CHANGES 

Regular monthly and annual GICS reviews may result in the migration of a security into or 

out of the Cyclical or Defensive sectors.  Newly eligible securities after such a GICS® change 

will only be considered for inclusion in the Indexes during the following regularly scheduled 

Index Review.  Any existing constituent moving out of the Cyclical or Defensive sectors will 

be deleted from the Indexes at the effective date of the GICS change (as of the close of the 

last business day of the given month).  



 

 
 MSCI.COM | PAGE 6 OF 10 © 2018 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document. 

 

MSCI CYCLICAL AND DEFENSIVE SECTORS INDEXES METHODOLOGY | NOVEMBER 
2018 

APPENDIX I: MSCI CYCLICAL AND DEFENSIVE SECTORS CAPPED 

INDEXES  

The MSCI Cyclical and Defensive Sectors Capped Indexes follow similar index construction 

rules as the market capitalization weighted indexes except that for each Index the sectors 

comprising the Index are equal weighted at each Quarterly Index Review. Constituent 

weights of stocks within the respective sectors are based on free float-adjusted market 

capitalization. 

The pro forma Indexes are generally announced nine business days before the effective date. 

Note that the equal weighting of sectors is done for the pro forma Index as of the effective 

date, based on the closing prices as of the Index review announcement date. For cases 

where the sector weights deviate from equal weighting as a result of market price 

movements or corporate events between the announcement date and the effective date, 

the equal-weighting is not applied again. Similarly, even if any sector weights deviate from 

equal weighting as a result of market price movements or corporate events between two 

Quarterly Index Reviews, no reweighting is applied. 

The maintenance rules are similar to the market capitalization weighted indexes as 
mentioned in section 3.   
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The following sections have been modified since June 2014: 

Section 2: Constructing MSCI Cyclical and Defensive Sectors Indexes 

 Updated the section 2.1 to reflect the revisions to GICS Structure in 2016. Added 

Real Estate to the list of Cyclical Sectors  

The following sections have been modified since August 2016: 

Section 2: Constructing MSCI Cyclical and Defensive Sectors Indexes 

 Updated the section 2.1 to reflect the revisions to GICS Structure in 2018. Removed 

Telecommunication Services sector from the list of Defensive Sectors and added the 

newly created Communication Services sector to the list of Cyclical Sectors 
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