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INTRODUCTION

On June 23, 2020, MSCI announced that it will reclassify the MSCI Iceland
Index from Standalone Markets to Frontier Markets status. MSCI will
include the MSCl Iceland Index in the MSCI Frontier Markets Index in one
step coinciding with the May 2021 Semi-Annual Index Review (SAIR).

The purpose of this document is to address commonly asked questions
related to these changes in the MSCI Equity Indexes.
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2.1

Reclassification of Iceland to Frontier Markets from
Standalone Markets

General Questions on the Reclassification of Iceland

What will be the key impact of the reclassification of Iceland to Frontier
Markets?

As a result of the reclassification, the MSCI Iceland Indexes will be added
to the MSCI Frontier Markets (FM) Indexes.

When will the inclusion of the MSCI Iceland Indexes to the MSCI Frontier
Markets Indexes take place?

The MSClI Iceland Indexes will be added to the MSCI Frontier Markets
Indexes in one step as part of the May 2021 Semi-Annual Index Review
(SAIR), to be implemented as of the close of May 27, 2021.

Why did MSCI decide to reclassify Iceland to Frontier Markets?

The capital controls in Iceland, including the Special Reserve Ratio, were
removed on March 6, 2019. While certain reporting requirements for fund
repatriation remained in place, based on feedback from market
participants, this no longer materially impacts the accessibility of the
Icelandic equity market for international institutional investors.

This drove MSCI’s decision to reclassify Iceland to Frontier Markets as
part of the May 2021 SAIR.

Does MSCI provide an indicative list of Iceland securities that will be
added to the MSCI Frontier Markets Indexes?

Yes. A simulated list of securities in the Investable Universe of the MSCI
Iceland Indexes can be found on https://www.msci.com/market-
classification
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2.2

Index Maintenance of the MSCl Iceland Indexes

How will MSCI rebalance the MSCI Iceland Indexes at the time of the May
2021 SAIR?

MSCI will apply the index maintenance rules of the MSCI GIMI
methodology on the MSCI Iceland Indexes using Frontier Markets size and
liquidity requirements as part of the May 2021 SAIR.

Are there differences in the index maintenance requirements applied to
the MSCI Iceland Indexes prior to and after the reclassification?

Yes. Following the reclassification, the MSCI Iceland Indexes will continue
to be classified under Smaller Frontier Markets but will be categorized
under low liquidity markets starting at the May 2021 SAIR. Currently, the
MSCI Iceland Indexes are categorized under very low liquidity markets.

Will there be changes in the Global Minimum Size References that will be
applicable to the MSCI Iceland Indexes post reclassification?

No. The Global Minimum Size References for Smaller Frontier Markets,
which is 25% of the Developed Markets Global Minimum Size References,
will continue to be used for the MSCI Iceland Indexes.

What free float-adjusted market capitalization requirement will be
applicable to the MSCI Iceland Indexes post reclassification?

The minimum free float-adjusted market capitalization threshold for the
MSCI Iceland Indexes will continue to be 25% of the Equity Universe
Minimum Size Requirement, which is applicable to Frontier Markets.

What liquidity requirements will be applicable to the MSCI Iceland Indexes
post reclassification?

Iceland securities will be assessed against Frontier Markets liquidity
requirements for low liquidity markets. The minimum 12-month Average
Traded Value Ratio (ATVR) for newly eligible securities and existing IMI
constituents in low liquidity markets is 5% and 2/3 of 5% respectively. In
addition, the minimum 12-month Frequency of Trading for newly eligible
securities and existing IMI constituents are 50% and 10% respectively.
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2.3

2.4

In case of trading suspensions of individual securities, will the inclusion
of the securities in the MSCI Frontier Markets Indexes be postponed?

At the time of the inclusion of the MSCl Iceland Indexes to the MSCI
Frontier Markets Indexes, MSCI will apply suspension treatment from the
perspective of the MSCI Frontier Markets Indexes.

Ongoing Event Maintenance Methodology Impact on the MSCI
Indexes

Is MSCI applying any special treatment related to corporate events in the
period leading to the inclusion in the MSCI Emerging Markets Indexes?

No, treatment for corporate events will be in accordance with the MSCI
Corporate Events Methodology.

Impact of the Inclusion of Iceland on Selected MSCI Indexes

Will there be any impact on the MSCI Islamic Indexes?

Yes. Following the reclassification, Iceland securities will be reviewed for
eligibility in the MSCI Islamic Indexes as part of the August 2021 QIR.

Will there be any impact onthe MSCI Frontier Markets 100, MSCI Frontier
Markets 15% Capped Indexes?

Yes. As announced on February 9, 2021, following feedback received from
market participants on the consultation on the eligibility of the MSCI
Iceland Index for the MSCI Frontier Markets 100 and MSCI Frontier
Markets 15% Country Capped Indexes, Iceland will become eligible for
inclusioninthese indexes as part of the May 2021 SAIR.

Will there be any impact on the MSCI Frontier Emerging Markets Index?

Yes. New countries included in the MSCI Frontier Markets Index are
simultaneously included in the MSCI Frontier Emerging Markets Index. As
such, Iceland will be eligible for this index as part of the May 2021 SAIR.
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Will there be any impact on the methodology and maintenance of the
MSCI Factor, Capped and Thematic Indexes (“Derived Indexes”)?

There will be no methodology change for the MSCI Factor, Capped and
Thematic Indexes following the reclassification. These indexes will use
the weights from the underlying MSCI Global Investable Market Indexes.
The specific Derived Index rebalancing methodology will then be applied
and no further adjustments will be made to the weight of the Iceland
securities post the Derived Index rebalancing.

Will MSCI provide simulated snapshots for the MSCI Factor, Capped and
Thematic Indexes?

Yes, simulated snapshots for certain indexes may be available upon client
request subject to feasibility.

Will there be any impact onthe MSCI Hedged Indexes?

Iceland Krona (ISK) spot and forward exchange rates will be used to
represent locally-listed Iceland securities in the calculation of the MSCI
Hedged Indexes starting from the May 2021 SAIR. As foreign listings
became eligible for the MSCI Iceland Indexes starting at the November
2020 SAIR, appropriate foreign exchange rates will be used for foreign-
listed securities inthe MSCl Iceland IMI.

What should a client do with regard to custom indexes that may be
impacted by the inclusion of Iceland securities?

Clients who do not wish the inclusion of Iceland securities in the MSCI
Frontier Markets Indexes to impact a custom index should contact an
account representative for further details and requests for amending the
custom index.

What new custom indexes may potentially be created?

On a custom basis, MSCI may provide indexes calculated based on
various composites including or excluding Iceland securities upon
request.
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2.5 Impacton MSCI ProductFiles
Will there be any impact on product files?

The delivery of MSCI product files and formats will remain unaffected.
Please note that the MSCI Iceland Indexes will be added to relevant MSCI
Index Products effective May 4, 2021. Details on content changes to
products resulting from the reclassification of Iceland to Frontier Markets
were announced as part of the technical communication sent on March 3,
2021.

When will the changes be reflected in the real time index calculations?

The inclusion of Iceland securities in the MSCI Frontier Markets Indexes
will be reflected at the open of May 28, 2021.




MSCI

Contact us

clientservice@msci.com

AMERICAS

Americas
Atlanta
Boston
Chicago
Monterrey
New York

San Francisco
Séao Paulo
Toronto

1 888 588 4567 *
+ 1404 551 3212
+ 1617 532 0920
+ 1312 675 0545
+ 52 81 1253 4020
+ 1212 804 3901
+ 1415 836 8800
+ 5511 3706 1360
+ 1416 628 1007

EUROPE, MIDDLE EAST & AFRICA

Cape Town + 2721 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 29033 9333
Taipei 008 0112 7513 *
Thailand 0018 0015 6207 7181 *
Tokyo + 81 35290 1555

* = toll free

ABOUT MSCI

MSClI 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-

requlation.

MARCH 2021


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

MSCI

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. All rights in the Information are reserved by MSCI and/or its Information Providers.

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.
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INFORMATION.

Without limiting any of the foregoing and to the maximum extent permitted by applicable law, inno event shall any Informatio n 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 t hat 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 onthat index. MSCI does not issue, sponsor, endorse, market, offer, review or ot herwise 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 MSCl 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
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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
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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 arecommendation by MSCI to buy, sell,
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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,
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