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1

INTRODUCTION
On September 7, 2021, MSCI announced that it will reclassify the MSCI
Pakistan Index from Emerging Markets to Frontier Markets. MSCI will
include the MSCI Pakistan Index in the MSCI Frontier Markets Index in one
step coinciding with the November 2021 Semi-Annual Index Review
(SAIR).
The purpose of this document is to address commonly asked questions
related to changes in the MSCI Equity Indexes.
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2

Reclassification of Pakistan from Emerging Markets to
Frontier Markets

2.1

General Questions on the Reclassification of Pakistan
What will be the key impact of the reclassification of Pakistan?
As a result of the reclassification, the MSCI Pakistan Indexes will be added
to the MSCI Frontier Markets (FM) Indexes and simultaneously deleted
from the MSCI Emerging Markets (EM) Indexes as well as the MSCI ACWI
Indexes, which include both Emerging Markets and Developed Markets.
When will the reclassification of the MSCI Pakistan Indexes take place?
The MSCI Pakistan Indexes will be added to the MSCI Frontier Markets
Indexes in one step as part of the November 2021 Semi-Annual Index
Review (SAIR), to be implemented as of the close of November 30, 2021.
Why did MSCI decide to reclassify Pakistan from Emerging Markets to
Frontier Markets?
Although the Pakistani equity market meets the requirements for Market
Accessibility under the classification framework for Emerging Markets, it
no longer meets the standards for Size and Liquidity. More specifically,
index continuity rules, as described in section 2.4 of the MSCI Global
Investable Market Indexes Methodology as of September 2021, have been
applied since the November 2018 Semi-Annual Index Review to maintain
the required three constituents in the MSCI Pakistan Index. Since the
November 2019 SAIR, there have been no securities in the MSCI Pakistan
equity universe that meet the Emerging Markets Size and Liquidity criteria
within the MSCI Market Classification Framework.
Following a consultation with global investors, MSCI decided to reclassify
Pakistan from Emerging Markets to Frontier Markets.
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Does MSCI provide an indicative list of Pakistan securities that will be
added to the MSCI Frontier Markets Indexes?
Yes. The simulated list of securities in the MSCI Pakistan Indexes based
on proforma data for the August 2021 Quarterly Index Review can be
found in the table below.
Simulated List of Securities in the MSCI Pakistan Indexes

Company
Oil & Gas Development
Lucky Cement
Pakistan Petroleum
Mari Petroleum
MCB BANK
Habib Bank
Engro Corporation
United Bank
Fauji Fertilizer Co
Pakistan Oilfields
Indus Motor Company
Hub-Power Co
Engro Fertilizers
Pakistan State Oil Co
Systems
Trg Pakistan
Bank Al-Habib
Abbot Lab (Pakistan)
National Bank Pakistan
Millat Tractors
Bank Alfalah
Searle Pakistan
Packages

Full Mcap
(USD mn)
2,401
1,614
1,337
1,232
1,177
1,104
1,018
890
811
667
644
624
619
611
593
527
454
448
432
374
348
329
270

FIF Mcap
(USD mn)
336
646
267
246
412
442
509
356
324
233
129
499
248
275
297
395
318
90
86
224
139
132
94

FIF
0.14
0.40
0.20
0.20
0.35
0.40
0.50
0.40
0.40
0.35
0.20
0.80
0.40
0.45
0.50
0.75
0.70
0.20
0.20
0.60
0.40
0.40
0.35

SizeSegment
Standard
Standard
Small Cap
Small Cap
Standard
Standard
Small Cap
Small Cap
Small Cap
Small Cap
Small Cap
Small Cap
Small Cap
Small Cap
Small Cap
Small Cap
Small Cap
Small Cap
Small Cap
Small Cap
Small Cap
Small Cap
Small Cap

Data as of August 31, 2021. Simulated results reflect the application of requirements for Smaller,
average Liquidity Frontier Markets.
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2.2

Index Maintenance of the MSCI Pakistan Indexes
How will MSCI rebalance the MSCI Pakistan Indexes at the time of the
November 2021 SAIR?
MSCI will apply the index maintenance rules of the MSCI GIMI
methodology on the MSCI Pakistan Indexes using Frontier Markets size
and liquidity requirements as part of the November 2021 SAIR.
Are there differences in the index maintenance requirements applied to
the MSCI Pakistan Indexes prior to and after the reclassification?
Yes. Following the reclassification, the MSCI Pakistan Indexes will be
rebalanced using size and liquidity requirements for Smaller, average
liquidity Frontier Markets instead of the current Emerging Markets
requirements.
Will there be changes in the Global Minimum Size References that will be
applicable to the MSCI Pakistan Indexes post reclassification?
Yes. The Global Minimum Size References for Smaller Frontier Markets,
which is 25% of the Developed Markets Global Minimum Size References
will be used for the MSCI Pakistan Indexes starting at the November 2021
SAIR.
What free float-adjusted market capitalization requirement will be
applicable to the MSCI Pakistan Indexes post reclassification?
The minimum free float-adjusted market capitalization threshold for the
MSCI Pakistan Indexes will be 25% of the Equity Universe Minimum Size
Requirement, which is applicable to Smaller Frontier Markets.
What liquidity requirements will be applicable to the MSCI Pakistan
Indexes post reclassification?
Pakistan securities will be assessed against Frontier Markets
requirements for average liquidity markets. The minimum 12-month
Average Traded Value Ratio (ATVR) for newly eligible securities and
existing IMI constituents in average liquidity markets is 15% and 2/3 of
15% 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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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 MSCI Pakistan Indexes to the MSCI
Frontier Markets Indexes, MSCI will apply suspension treatment from the
perspective of the MSCI Frontier Markets Indexes.

2.3

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?
Yes. As announced on September 7, 2021, in order to minimize reverse
turnover at the time of the reclassification, until the effective date of the
November 2021 SAIR, MSCI will defer the implementation of corporate
events not requiring a Price Adjustment Factor (PAF), such as placements,
block sales, recapitalizations and sizable IPOs, and will exceptionally
freeze potential migrations due to corporate events for the MSCI Pakistan
Indexes.
By contrast, MSCI will continue implementing corporate events requiring
PAFs, such as stock splits, consolidations, rights issues, buybacks as well
as deletions resulting from delistings, bankruptcies and mergers and
acquisitions as well as prolonged suspensions at the time of the event.
Sizable corporate events requiring PAFs which are likely to cause potential
reverse turnover would be reviewed on a case by case basis. The
treatment of such specific corporate events would be announced to all
clients with sufficient advance notice through regular Index email
announcements.

2.4

Impact of the Inclusion of Pakistan on Selected MSCI Indexes
Will there be any impact on the MSCI Islamic Indexes?
Yes. The MSCI Pakistan Islamic Index will be deleted from the MSCI
Emerging Markets Islamic Index and added to the MSCI Frontier Markets
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Islamic Index as part of the November 2021 SAIR after applying index
maintenance rules as per the MSCI Islamic Index Methodology.
The MSCI Pakistan Islamic Small Cap Index, Pakistan Islamic SMID Cap
Index and Pakistan Islamic IMI will be discontinued beginning December
1, 2021.
Will there be any impact on the MSCI Frontier Markets 100 and MSCI
Frontier Markets 15% Country Capped Indexes?
As announced on September 7, 2021, MSCI launched a consultation on
the potential inclusion of the MSCI Pakistan Index to the MSCI Frontier
Markets 100 Index and the MSCI Frontier Markets 15% Country Capped
Index as part of the May 2022 SAIR. The results of this consultation will be
announced coinciding with the February 2022 Quarterly Index Review
(QIR).
Will there be any impact on the MSCI Frontier Emerging Markets Index?
No. New countries included in the MSCI Frontier Markets Index are
simultaneously included in the MSCI Frontier Emerging Markets Index. As
such, Pakistan will continue to be eligible for this index as part of the
November 2021 SAIR.
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 Pakistan
securities post the Derived Index rebalancing.
The MSCI Pakistan Value and Growth Indexes will be discontinued
beginning December 1, 2021.
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.
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What should a client do with regard to custom indexes that may be
impacted by the inclusion of Pakistan securities?
Clients who do not wish the inclusion or exclusion of Pakistan securities
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 Pakistan securities upon
request.

2.5

Impact on MSCI Product Files
Will there be any impact on product files?
The delivery of MSCI product files and formats will remain unaffected.
Details on content changes to products resulting from the reclassification
of Pakistan to Frontier Markets were announced as part of the technical
communication sent on September 28, 2021.
When will the changes be reflected in the real time index calculations?
The inclusion of Pakistan securities in the MSCI Frontier Markets Indexes
will be reflected at the open of December 1, 2021.
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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 (collectivel y, the “Information”) is the property of MSCI Inc. or its subsidiaries
(collectively, “MSCI”), or MSCI’s licensors, direct or indir ect suppliers or any third party involved in making or compiling any Information (collectively, with MSCI, the “Information P roviders”)
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.
The user of the Information assumes the entire risk o f 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 LIMITAT ION, 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 Informatio n Provider have any liability regarding any of the Informat ion
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 s uch 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 part y investable
instruments (if any) based on that index. MSCI does not issue, sponsor, endorse, market, offer, review or otherwis e 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 i ndexes, 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 differ ent 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 te sted
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 calculati ng 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 I nc. Except with respect to any applicable products or
services from MSCI ESG Research, neither MSCI nor any of its products or ser vices 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 invest ment 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 s upport 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.
For information about how MSCI collects and uses personal data, please refer to our Privacy Notice at https://www.msci.com/privacy-pledge.
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