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Introduction
On April 1, 2020, it was announced that MSCI has decided to implement the timeweighted return methodology with adjustment for daily weighted external cash flows
for certain of the MSCI Property Fund Indexes.
During the consultation on the change, MSCI gathered the views of a wide variety of
market participants across several countries, including fund managers and asset
owners, among others. MSCI’s decision sought to balance global methodological
consistency and best practice and the enhanced range of index solutions that would
bring to the global real estate investment market against the risk of reduced coverage
and hence decreased transparency which stems from the hesitancy of some data
providers to adapt to altered data collection requirements of the methodology
change.
The purpose of this document is to outline key feedback related to the proposed
changes following the consultation.
For further information, please refer to conclusion of MSCI’s consultation on using a
time-weighted return methodology for the MSCI property fund indexes available at:
https://www.msci.com/real-estate-index-announcements.
The timelines in this document do not account for any adverse impacts resulting from
the current COVID-19 pandemic including, among other things, the provision of new
data required for the enhanced methodology by index constituents. Any changes to
the above timelines would be announced with sufficient lead time.
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1

Index return calculations to use Time-Weighted Return
Methodology (reflecting daily-weighted external cash
flows at fund level) replacing the Unitized Methodology
This was broadly supported as it should help provide more comparable analyses
of the overall fund level return. In the case where the current index represents the
individual return of a single investor, the index should reflect the return of the
aggregated fund including new and existing investors. The overall feedback for the
UK market was that clients would like to see the impact to fund results as well as the
aggregated results before implementing this change. Therefore, MSCI has decided to
have another consultation for the UK market when the results would be available with
a 3-years history in early 2021.
While some commented that the fund manager has limited influence on cashflows timing, MSCI views the daily-weighting of the external cash-flows as a more
accurate return calculation.

2

Return calculations to be based on the underlying data
and not using the stated returns
MSCI will move away from the current mixed approach: data-based for the MSCI
Australia, UK and Pan-Europe Property Fund Indexes vs. supplied returns-based
for Canada and USA indexes, etc. The consistency introduced by the same return
calculation methodology will also allow more flexibility in reweighting fund
indexes, currency conversion and the aggregation of both closed- and open-end
funds for fund managers and asset owners. For consistency in individual fund
reporting, however, MSCI can use the stated returns, if desired.

3

Fund-level returns to be made available both on a Net
and Gross fund-level return fee basis
This proposal was widely supported with most wanting to see the increased
transparency at the (aggregated) index level. MSCI will provide detailed
definitions addressing which fee items should be included when sharing the data
collection templates and definitions.
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4

Income return calculation to be based on the net
investment income
Most respondents supported the proposal to have the income return based on the net
investment income. MSCI notes that there can be a deviation between the income
return and the distribution which might include realized profits on sales and the
income return. MSCI will continue to calculate the dividend yield.

5

Use of a consistent interpolation method when data is
not available
The proposal to have a uniform interpolation method that would be applied if
detailed information was not to be available was broadly supported.

5.1

NET ASSET VALUE (NAV)
Some data providers may have monthly NAVs available but others only quarterly.
Moreover, this variation can also occur within a market and/or within a single fund
management house (across funds). The frequency of the determination of NAVs can
also change over time. Monthly NAVs may or may not be based on revaluation of
assets. The typical NAV treatment in the instance without revaluation is aligned to the
proposed methodology of using the latest NAV based on revaluation and then
adjusting that for the external cash flows and the retained income. MSCI considers
the interpolation proposal strikes a reasonable balance between using the higher
frequency data while maintaining market coverage and transparency.

5.2

CAPITAL IN- AND OUTFLOWS
Capital in- and outflows are in general available on a day-dated basis and therefore an
interpolation is not required. While institutional funds see limited quarterly flows
dates, property funds for retail investors that can usually be traded on a daily basis
may see frequent in- and outflows. In those instances, marking timing to the middle
of the month in absence of day-dating was largely accepted by respondents.

5.3

NET INVESTMENT INCOME
Not all data providers are able to provide the net investment income on a monthly
basis. The proposed apportionment of equally spreading the net investment income
reported quarterly across the months in the quarter was supported. MSCI is also
supportive of the data provider providing alternative apportionment if it is deemed
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materially more accurate. MSCI will provide more detailed definitions of the net
investment income with the data collection templates and definitions.

6

Discontinuation of the adjustment for cross-holdings
for the UK and Australian markets
Most respondents supported the proposal. All respondents agreed that fund-of-funds
should be excluded from fund indexes. MSCI believes that requirements regarding
maximum exposure of indirect real estate holdings should form part of the index
inclusion criteria.

7

Implementation timelines for changes
The implementation of the methodology enhancements will have an impact both on
the data collection as well as on the index calculation. Regarding the timelines for
transition the feedback was that in general, a 6 months transition period for a parallel
run of index results with 3-years of history was sufficient.
The overall feedback for the UK market was that the transition period might be too
short. MSCI has decided to have another consultation for the UK market when the
results would be available with a 3-years history in early 2021.
Most respondents supported the proposal on implementing the methodology forward
only (with no restatement of the history) and splicing the index series as well as the
fund performance.
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Notice and disclaimer
©MSCI. 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
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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 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 www.msci.com.
MSCI ESG Research LLC 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 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.
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, reports and ratings based on published methodologies and available to clients on a subscription basis. We do not provide custom or oneoff ratings or recommendations of securities or other financial instruments upon request.
NO REGULATED USE OF ANY MSCI PRIVATE REAL ASSETS ESTATE INDEX IN ANY JURISDICTION IS PERMITTED WITHOUT MSCI’S EXPRESS WRITTEN AUTHORIZATION. THE PROCESS
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