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1 Introduction 

The MSCI Japan High Dividend Select 25 Index (the “Index”) aims to represent the 

performance of 25 stocks from Japan that exhibit relatively higher dividend yield. The 

stock selection for the Index is diversified with sector constraints. 
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2 Constructing the Index 

The Index is constructed from MSCI Japan IMI Index (the “Parent Index”). The 

following steps are applied at initial construction of the Index. 

• Eligibility Screens 

• Security Selection 

• Security Weighting 

 

2.1 ELIGIBILITY SCREENS 

All securities belonging to the Parent Index are divided into two sub universes 

namely, “REITs Universe” and “Ex-REITs Universe”, defined as follows: 

• REITs Universe: It includes all Real Estate Investment Trusts (REITs) from the 

Parent Index 

• Ex-REITs Universe: It includes all securities belonging to the Parent Index 

except for REITs 

The following screens are applied only to securities belonging to Ex-REITs Universe.  

  

2.1.1 LIQUIDITY CRITERIA 

Securities with 3-month Annualized Traded Value (3-month ATV) less than JPY 25.2 

Billion are excluded from the Ex-REITs Universe.   

To avoid inclusion of multiple securities of the same company from the Ex-REITs 

Universe in the Index, only the most liquid security for each issuer as the per its 3-

month Annualized Traded Value (3-month ATV) is eligible for inclusion in the Index.  

For any issuer, should securities have the same 3-month ATV, the one with the higher 

free float-adjusted market capitalization is included. 

 

2.1.2 SIZE ELIGIBILITY  

Securities with full market capitalization less than JPY 100 Billion are excluded from 

the Ex-REITS Universe.   

2.1.3 DIVIDEND PERSISTENCE CRITERIA 

Securities with a negative 5Y Dividend per share (DPS) growth are excluded from the 

Ex-REITS Universe as this is an indicator of shrinking dividend growth which could be 
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a precursor to lower dividends. Securities which have insufficient data to calculate a 

5Y DPS growth rate are not excluded from the Ex-REITS Universe. For more details on 

5Y DPS growth calculation please refer to MSCI High Dividend Yield Indexes 

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

 

2.1.4 PRICE PERFORMANCE CRITERIA 

Securities ranked in the bottom 5% of the universe of securities with negative 1-year 

Price Performance are excluded from the Ex-REITs Universe.  

 

2.2 SECURITY SELECTION 

The following steps are applied to the REITs Universe and the Ex-REITs Universe 

remaining post the above screenings (the “Eligible Ex-REITs Universe”) to select 25 

securities for inclusion in the Index. 

• Step 1 

 Select the top 2 securities from the REITs Universe, ranked in the order from the 

highest to the lowest dividend yield. In case two securities have the same dividend 

yield, the security with higher market capitalization is assigned higher rank. In case 

there are no securities in the REITs Universe, none are selected in the Index. 

 • Step 2 

 Select the remaining top 23 securities from the Eligible Ex-REITs Universe, ranked in 

the order from the highest to the lowest dividend yield, while ensuring that the 

maximum exposure to any sector does not exceed 20% above the corresponding 

sector weight in the Eligible Ex-REITs Universe. In case two securities have the same 

dividend yield, the security with higher market capitalization is assigned higher rank. 

For each of the GICS® Sectors, the number of constituents is capped based on the 

below formulas: 

𝑆𝑒𝑐𝐶𝐴𝑃(𝑗,𝑇𝑅 ) = 𝑅𝑜𝑢𝑛𝑑𝑈𝑝(( 𝑊𝑡𝑆𝑒𝑐𝐵𝑀 (𝑗, 𝑇𝑅 ) + 20% ) ∗ 25) 

Where:  

𝑆𝑒𝑐𝐶𝐴𝑃(𝑘, 𝑇𝑅 ) = Cap on Number of Securities for Sector j on Index Review date 𝑇𝑅  

𝑊𝑡𝑆𝑒𝑐𝐵𝑀 (𝑘, 𝑇𝑅 ) = Weight of the securities from sector j in the Eligible Ex-REITs 

Universe 

2.3 SECURITY WEIGHTING 

The securities selected for inclusion in the Index are assigned equal weights. 

https://www.msci.com/index-methodology
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3 Maintaining the Index 

3.1 SEMI-ANNUAL INDEX REVIEWS 

The Index is reviewed on a Semi-Annual basis as per the steps described in Section 

2, coinciding with the May and November Index Reviews of the Parent Index. The 

Index is rebalanced over three days T-2, T-1 and T, where T Is the effective date of 

the May and November Index Review of the Parent Index.  

The pro forma of the Index (herein, “Pro forma Index”) in general are announced nine 

business days before T (T-9). 

The fundamental data used to determine the Index is maintained monthly. For the 

May and November Semi-Annual Index Reviews, the fundamental data as of the end 

of April and the end of October is used respectively.  

Existing constituents of the current Index will also be evaluated for continued 

inclusion using the following rules:  

1) If a security from the REITs Universe is already an Index constituent and also 

belongs to the top 4 securities from the REITs Universe, ranked in the order 

from the highest to the lowest dividend yield then it will still be allowed to 

remain in the Index. 

2) If a security from the Eligible Ex-REITs Universe is already an Index 

constituent and also belongs to the top 50 securities from the Eligible Ex-

REITs Universe, ranked in the order from the highest to the lowest dividend 

yield then it will still be allowed to remain in the Index. 

3) If a security is already an Index constituent but its 5Y DPS growth rate turns 

negative, it will still be allowed to remain in the Eligible Ex-REITs Universe, 

provided that the 1Y DPS growth rate of that security is non-negative. This 

allows current Index constituents that suffer only a temporary decline in the 

5Y DPS growth rate to remain in the Eligible Ex-REITs Universe. Securities 

which do not have sufficient data to calculate a 5Y DPS growth rate or 1Y 

DPS growth rate would still be eligible to remain in the Eligible Ex-REITs 

Universe. 

 

3.1.1 STAGGERED REBALANCE 

The rebalance changes of the Pro forma Index are then staggered for 

implementation by spreading the change in Index Number of Shares (NOS) for each 

security over three days leading into the rebalancing effective date (T). For each 𝑡 ∈ 
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{T-2, T− 1, T}, number of shares for each security included in Index (𝑆𝑡𝑎𝑔𝑔𝑒𝑟𝑒𝑑 𝐼𝑛𝑑𝑒𝑥 

𝑁𝑂𝑆 (𝑡)) are calculated as below: 

𝑆𝑡𝑎𝑔𝑔𝑒𝑟𝑒𝑑 𝐼𝑛𝑑𝑒𝑥 𝑁𝑂𝑆 (𝑡) = Pro forma 𝐼𝑛𝑑𝑒𝑥 𝑁𝑂𝑆 (𝑡) + [𝐴𝑑𝑗𝑢𝑠𝑡𝑒𝑑 Pro forma 𝐼𝑛𝑑𝑒𝑥 𝑁𝑂𝑆 

(𝑇)− Pro forma 𝐼𝑛𝑑𝑒𝑥 𝑁𝑂𝑆 (𝑡)] ∗ (𝑁/3)  

Where:  

𝑡 ∶ 𝐸𝑓𝑓𝑒𝑐𝑡𝑖𝑣𝑒 𝑑𝑎𝑡𝑒 𝑜𝑓 𝑡ℎ𝑒 𝑠𝑡𝑎𝑔𝑔𝑒𝑟𝑖𝑛𝑔 

 𝑇: 𝑅𝑒𝑏𝑎𝑙𝑎𝑛𝑐𝑖𝑛𝑔 𝑒𝑓𝑓𝑒𝑐𝑡𝑖𝑣𝑒 𝑑𝑎𝑡𝑒 𝑜𝑓 𝑡ℎ𝑒 Pro forma 𝐼𝑛𝑑𝑒𝑥 

Pro forma 𝐼𝑛𝑑𝑒𝑥 𝑁𝑂𝑆 (𝑡): 𝐼𝑡 𝑖𝑠 𝑡ℎ𝑒 𝑛𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑠ℎ𝑎𝑟𝑒𝑠 𝑜𝑓 𝑎 𝑠𝑒𝑐𝑢𝑟𝑖𝑡𝑦 𝑖𝑛 𝑡ℎ𝑒 Pro forma 

𝐼𝑛𝑑𝑒𝑥 𝑒𝑓𝑓𝑒𝑐𝑡𝑖𝑣𝑒 𝑜𝑛 𝑡 (𝑎𝑠 𝑜𝑓 𝑐𝑙𝑜𝑠𝑒 𝑡 − 1). 𝐼𝑡 𝑖𝑠 𝑐𝑎𝑙𝑐𝑢𝑙𝑎𝑡𝑒𝑑 𝑎𝑠 𝑎 𝑝𝑟𝑜𝑑𝑢𝑐𝑡 𝑜𝑓 𝑡ℎ𝑒 𝑒𝑛𝑑 𝑜𝑓 

𝑑𝑎𝑦 𝑠𝑒𝑐𝑢𝑟𝑖𝑡𝑦 𝑛𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑠ℎ𝑎𝑟𝑒𝑠 𝑜𝑛 𝑡 − 1 𝑎𝑛𝑑 𝐹𝑢𝑙𝑙 𝑀𝑎𝑟𝑘𝑒𝑡 𝐶𝑎𝑝 𝐴𝑑𝑗𝑢𝑠𝑡𝑚𝑒𝑛𝑡 Factor1 𝑖𝑛 

𝑡ℎ𝑒 Pro forma 𝐼𝑛𝑑𝑒𝑥 𝑜𝑛 𝑡 

𝐴𝑑𝑗𝑢𝑠𝑡𝑒𝑑 Pro forma 𝐼𝑛𝑑𝑒𝑥 𝑁𝑂𝑆 (𝑇) ∶ Pro forma 𝐼𝑛𝑑𝑒𝑥 𝑁𝑂𝑆 (𝑇) 𝑎𝑑𝑗𝑢𝑠𝑡𝑒𝑑 𝑓𝑜𝑟 𝑐ℎ𝑎𝑛𝑔𝑒 𝑖𝑛 

𝑛𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑠ℎ𝑎𝑟𝑒𝑠 𝑑𝑢𝑒 𝑡𝑜 𝑒𝑣𝑒𝑛𝑡𝑠 𝑙𝑖𝑘𝑒 𝑅𝑖𝑔ℎ𝑡𝑠 𝐼𝑠𝑠𝑢𝑒𝑠, 𝑆𝑝𝑙𝑖𝑡, 𝐶𝑜𝑛𝑠𝑜𝑙𝑖𝑑𝑎𝑡𝑖𝑜𝑛, 𝑆𝑡𝑜𝑐𝑘 

𝐷𝑖𝑣𝑖𝑑𝑒𝑛𝑑, 𝑒𝑓𝑓𝑒𝑐𝑡𝑖𝑣𝑒 𝑏𝑒𝑡𝑤𝑒𝑒𝑛 𝑡 𝑎𝑛𝑑 𝑇 

𝑁 = 𝑛𝑡ℎ 𝑑𝑎𝑦 𝑜𝑓 𝑠𝑡𝑎𝑔𝑔𝑒𝑟𝑖𝑛𝑔, 𝑒. 𝑔. 𝑡 − 2 𝑖𝑠 1𝑠𝑡 𝑑𝑎𝑦 𝑜𝑓 𝑠𝑡𝑎𝑔𝑔erring 

3.2 ONGOING EVENT RELATED CHANGES 

Corporate event treatment for the Index depends on whether the effective date of the 
event falls within the staggering period (T-2, T-1, T), or outside the staggering period. 
 

3.2.1 EVENTS EFFECTIVE OUTSIDE THE STAGGERING PERIOD 

The general treatment of corporate events effective outside the staggering period in 
the Index aims to minimize turnover outside of Index Reviews. The methodology 
aims to appropriately represent an investor’s participation in an event based on 
relevant deal terms and pre-event weighting of the index constituents that are 
involved. Further, changes in index market capitalization that occur as a result of 
corporate event implementation will be offset by a corresponding change in the 
Variable Weighting Factor (VWF) of the constituent.  
 
The following section briefly describes the treatment of common corporate events 
within the Index.  
 
No new securities will be added (except where noted below) to the Index outside the 
Staggering Period. Parent Index deletions outside the staggering period will be 
reflected simultaneously. 

 
1 Full Market Cap Adjustment Factor (FMCAF): A factor that is used in index constituent weighting calculation defined as 

(Inclusion Factor (i.e. FIF)) *(Constraint Factor) * (Variable Weighting Factor). For more details, please refer to section 2.7 

of the MSCI corporate Events Methodology book at  http://www.msci.com/index-methodology  

http://www.msci.com/index-methodology
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EVENT TYPE     EVENT DETAILS   
 
New additions to the Parent Index A new security added to the parent 

index (such as IPO and other early 
inclusions) will not be added to the 
index. 

 
Spin-Offs All securities created as a result of the 

spin-off of an existing Index 
constituent will be added to the Index 
at the time of event implementation. 
Reevaluation for continued inclusion 
in the Index will occur at the 
subsequent Index Review. 

 
Merger/Acquisition For Mergers and Acquisitions, the 

acquirer’s post event weight will 
account for the proportionate amount 
of shares involved in deal 
consideration, while cash proceeds 
will be invested across the Index. 
 
If an existing Index constituent is 
acquired by a non-Index constituent, 
the existing constituent will be deleted 
from the Index and the acquiring non-
constituent will not be added to the 
Index. 

 
Changes in Security Characteristics A security will continue to be an Index 

constituent if there are changes in 
characteristics (country, sector, size 
segment, etc.) Reevaluation for 
continued inclusion in the Index will 
occur at the subsequent Index Review. 

 
 
 
Further detail and illustration regarding specific treatment of corporate events 
relevant to this Index can be found in the MSCI Corporate Events Methodology book 
under the sections detailing the treatment of events in Capped Weighted and Non-
Market Capitalization Weighted Indexes.  
  
The MSCI Corporate Events methodology book is available at:  
https://www.msci.com/Index-methodology 

https://www.msci.com/Index-methodology
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3.2.2 EVENTS EFFECTIVE DURING THE STAGGERING PERIOD 

The impact of event on the Index depends on the type of event and calculation date 

of the Index as elaborated below. 

 

3.2.2.1 CALCULATION ON T-9 

 

a) Before effective date 

 The pro forma of the Index in general is announced nine business days before T (T-

9). If there is an event already confirmed on T-9 with an effective date in the 

staggering period, the change in numbers of shares for the security due to the 

rebalancing will not be staggered for such security until the event effective date. In 

case of multiple events, the staggering will be postponed till the effective date of the 

earliest event. 

 

 b) On and after effective date 

 In case of Rights Issues and market neutral events (like Split, Consolidation, Stock 

Dividend etc.) which involve change in security number of shares but does not 

involve change in the full market cap adjustment factor, staggering will start from the 

next day of the event effective date.  

 

For all other events, staggering will start from the effective date of the event. 

 

3.2.2.2  CALCULATION AFTER T-9 

  

a) Before Effective Date 

 In case of an event effective in the staggering period, the numbers of shares for the 

security involved in the event as announced on T-9 will hold until a day before the 

effective date. In case of multiple events, the effective date of the earliest event will 

be taken into account.  

 

b) On and after the Effective Date  

In case of Rights Issues and market neutral events (like Split, Consolidation, Stock 

Dividend etc.) which involve change in security number of shares but does not 

involve a change in inclusion factor, staggering will be applied again from the next 

day of the event effective date, taking into account the new post event number of 

shares in the Index. 

 

 For all other events, staggering will be applied from the effective date of the event 

incorporating the post event number of shares.  
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3.2.2.3  TREATMENT OF SUSPENDED SECURITIES 

 

A suspension treatment will be applied to any security suspended on any day starting 

from T-6 until T-2. On the day of suspension (t), the pro-forma Full Market Cap 

Adjustment Factor in the Index announced for the security for the next day (t+1) will 

be held constant until T. However, in case, on T-2, if a new addition to the Parent 

Index is reverted due to suspension and the security is no longer a part of the Parent 

Index on T, the security will also be deleted from the Index effective on T. 
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The following sections have been modified effective November 2023 Index Review:  
• Section 2.1.2 Size Eligibility: Updated to JPY 100 Billion 

• Section 3: Updated to reflect the following changes: 

1) Addition of rules to evaluate continued inclusion of existing constituents of 

the current Index 

2) Apply staggered rebalance to the Index, the Index is rebalanced over three 

days T-2, T-1 and T, where T Is the effective date of the May and November 

Index Review of the Parent Index 
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Chicago + 1 312 675 0545 

Monterrey + 52 81 1253 4020 

New York + 1 212 804 3901 
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Toronto + 1 416 628 1007 

 

EUROPE, MIDDLE EAST & AFRICA 
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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 

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. 

 

https://www.msci.com/contact-us
http://www.msci.com/
https://www.msci.com/index-regulation
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Notice and disclaimer 
 

 

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 
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