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1 Introduction 

The MSCI World 12% Volatility Target Select Index (the ‘Index’) aims to represent the performance of 
the MSCI World Index while targeting an annualized volatility of 12%. 
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2 Constructing the MSCI World 12% Risk Control Index 

The objective of the Index is to replicate the performance of a strategy that targets 12% of volatility 

by adjusting the weight of the MSCI World Index1 (the ‘Parent Index’) and a cash component2. 

The Index is calculated in accordance with the below formula: 

𝐼𝐿𝑡 =  𝐼𝐿𝑡−1 × (1 + 𝐼𝑅𝑡) 

Where: 

𝐼𝐿𝑡 is the Index levels on calculation day3 𝑡 

𝐼𝑅𝑡 is the Index return on calculation day 𝑡, calculated in accordance with the following formula: 

𝐼𝑅𝑡 =  𝑊𝑡
 × 𝐸𝑡

 + (1 – 𝑊𝑡
 ) × 𝐶𝑎𝑠ℎ𝑅𝑒𝑡𝑡

  

Where: 

𝑊𝑡 =

{
 
 

 
 

                                                         

𝑊𝑡−1 ,        ABS (
𝑊𝑡∗

 −𝑊𝑡−1

𝑊𝑡−1
) ≤ 5%        

𝑊𝑡∗
  ,          ABS (

𝑊𝑡∗
 −𝑊𝑡−1

𝑊𝑡−1
)  > 5%        

 

Where: 

𝑊𝑡∗
 =  𝑀𝑖𝑛𝑖𝑚𝑢𝑚 (1,

𝑇𝑎𝑟𝑔𝑒𝑡𝑅𝑖𝑠𝑘𝐿𝑒𝑣𝑒𝑙

𝜎𝑡
) 

Where: 

𝑇𝑎𝑟𝑔𝑒𝑡𝑅𝑖𝑠𝑘𝐿𝑒𝑣𝑒𝑙 = 12%  

𝜎𝑡 = Volatility4 of the Parent Index 

𝐸𝑡
 =

𝑃𝑎𝑟𝑒𝑛𝑡 𝐼𝑛𝑑𝑒𝑥𝑡
 

𝑃𝑎𝑟𝑒𝑛𝑡 𝐼𝑛𝑑𝑒𝑥𝑡−1
  −  1 

𝐶𝑎𝑠ℎ𝑅𝑒𝑡𝑡
 = 𝑅𝑎𝑡𝑒𝑡−1

 × 
𝐴𝐶𝑇(𝑡 − 1, 𝑡)

360
 

𝐴𝐶𝑇(𝑡 − 1, 𝑡) = number of actual calendar days between calculation day t-1 and t 

Where: 

𝑊𝑡
 ,𝑊𝑡−1

 : Parent index weights as of calculation day 𝑡 and calculation 𝑡-1 respectively. 

 

  

 
1 Price Return variant in EUR currency. 

2 The cash component is EURIBOR minus 0.085% until December 31 2021, and ESTR overnight from January 1 2022. 

3 Calculation day means any trading day except full holidays in New York Stock Exchange, Deutsche Börse Xetra or Tokyo Stock 

Exchange. 

4 Please refer to the Appendix 1 for details on volatility calculation. 
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3 Maintenance of the Index 

3.1 Index Reviews 

The Index is reviewed on a daily basis as per steps described in Section 2. 

3.2 Ongoing Event Related Changes 

The Index is derived from the Parent Index. As a result, corporate events are reflected in the Index as 

they occur and as they are captured in the Parent Index. 
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Appendix 1: Volatility Calculation 

The price returns of the Parent Index in EUR are used for volatility estimation for the Index. The 

volatility is defined as the realized volatility estimate, calculated over a horizon of 20 days. 

The volatility calculation formulae are described below: 

𝑉𝑜𝑙𝑎𝑡𝑖𝑙𝑖𝑡𝑦𝑡 = 𝑅𝑒𝑎𝑙𝑖𝑧𝑒𝑑 𝑉𝑜𝑙𝑎𝑡𝑖𝑙𝑖𝑡𝑦𝑡 

𝑅𝑒𝑎𝑙𝑖𝑧𝑒𝑑 𝑉𝑜𝑙𝑎𝑡𝑖𝑙𝑖𝑡𝑦𝑡 = √252 ×  𝑉𝑎𝑟𝑖𝑎𝑛𝑐𝑒(𝑡) 

𝑉𝑎𝑟𝑖𝑎𝑛𝑐𝑒(𝑡)  =  (1 𝑁)⁄ ×∑ (ln (
𝑃𝑎𝑟𝑒𝑛𝑡 𝐼𝑛𝑑𝑒𝑥𝑡

 

𝑃𝑎𝑟𝑒𝑛𝑡 𝐼𝑛𝑑𝑒𝑥𝑡−1
 

𝑡∗

𝑡∗−𝑁+1
))^2 

Where: 

𝑁 = Total number of calculation days used for variance calculation for volatility estimate (N = 20). 

𝑡∗ = 𝑡 − 𝑖  

Where: 

𝑡 is calculation day 𝑡 

𝑖 is the number of “days lag” in the return calculation used for computing volatility (i.e., the lag 

between the return date and the volatility calculation date), 3 days. 

  



 
 

 
 

MSCI.COM | PAGE 7 OF 8 © 2023 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document. 
 

MSCI WORLD 12% VOLATILITY TARGET SELECT INDEX 
METHODOLOGY | APRIL 2023 

 

 

Contact us 

msci.com/contact-us 

 

 

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 

São Paulo + 55 11 3706 1360 

Toronto + 1 416 628 1007 

 

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 * 

Thailand 0018 0015 6207 7181 * 

Tokyo  + 81 3 5290 1555 

 

* toll-free 

About MSCI 

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 
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