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Background

MSCI has launched a consultation on September 18, 2014 on the treatment of highly
dilutive or large rights issue. The consultation ended on November 10, 2014.

Following client feedback, MSClI is re-opening the consultation with a revised proposal
and 2 discussions points.

MSCI welcomes feedback from the investment community on the amended proposal
through December 15, 2014.

This consultation may or may not lead to any changes to the MSCI Indexes.
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Original Proposal for Highly Dilutive or Large Rights Issue

= Apply a Price Adjustment Factor (PAF) on Ex-date using the value of Right on Ex-date (market
value if Right is trading else intrinsic value).

= Add Right to the Index as of the close of Ex date using market value if the Right is trading else
using Intrinsic Value.

= Add Subscription Cash to the Index effective on the last day of subscription period.
= Delete Right and Subscription Cash from the Index as of the close of Pay-date.

= |ncrease NOS as of the close of Pay-date. Migration upward, if any, will be done
simultaneously.

Original Proposal for thresholds to define highly dilutive terms and large
impact rights issues
Rights issues with terms 5 per 1 or more as highly dilutive
- Large impact rights issues as those:
- Triggering an upwards migrations as a result of a size-segment review

- With impact on free float-adjusted Market Capitalization of more than USD 5 billion for
DM and USD 2.5 billion for EM for Standard Indexes

- With impact on free float-adjusted Market Capitalization of more than USD 3 billion for
DM and USD 1.5 billion for EM for Small Cap Indexes
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Clients feedback and changes to original proposal

= Based on client feedback, MSCI has revised its original proposal as follows:
= Subscription cash should be added as of the close of ex date to increase weight of security due to rights issue;
= Thresholds should be simplified and MSCI to remove float-adjusted market capitalization based thresholds.

= There is no clear consensus for timing of implementation of migrations due to rights issue. Hence, MSCI proposes to
postpone migrations to Index Reviews. Migrations, due to rights issue, if any, will be announced with Index Review
announcements. However, MSCI still proposes to implement these rights issues as per the revised proposal if they
meet the thresholds for highly dilutive and large rights issues.

Original Proposal Revised Proposal**

Add subscription cash effective open of Add subscription cash as of close of ex date
subscription period

Thresholds: Thresholds*:

* 5perlormore * 5perlormore

* Triggering an upward migrations as a result of ¢  Triggering an upward migration as a result of
a size-segment review a size-segment review

* Based on float adjusted USD impact
segregated between DM/EM/Standard/Small
Cap.

Migration as of close of pay date of new shares Migration postponed to Index Review as per

Index Review Rebalancing rules

* MSCI intends to cover only IMI securities under the revised proposal.

MSCI

**Please refer to Appendix | for detailed implementation of revised propg
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MSCI current methodology versus original proposal versus
revised proposal

Implementation date MSCI current Original Proposal for Revised Proposal for
Methodology Highly dilutive or large Highly dilutive or large
rights issue rights issue*
On Ex-date Apply a PAF using the terms of the ~ Apply a PAF using the Rights Apply a PAF using the Rights
event (market value or Intrinsic Value) (market value or Intrinsic Value)
As of close of Ex-date Increase NOS Add Rights to the Index Add Rights and Subscription cash
to the Index
From open of last day of N/A Add Subscription Cash to the Index  N/A
subscription period
As of close of Pay-date N/A 1) Delete Rights and 1) Delete Rights and
Subscription Cash from the Subscription Cash from the
Index Index
2) Increase NOS + migration, if 2) Increase NOS
any
Migration N/A As of close of pay-date At an Index review (based on

Index Review Rebalancing rules)

Thresholds N/A Thresholds: Thresholds:
o 5 per 1 or more o 5 per 1 or more
. Triggering an upward . Triggering an upward
migration as a result of a size- migration as a result of a size-
segment review segment review

. Based on float adjusted USD
impact segregated between
DM/EM/Standard/Small Cap.

MSC]I *Please refer to Appendix | for detailed implementation of revised proposal
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Discussion point: Migrations

As per the revised proposal, MSCI proposes to implement migrations triggered by highly dilutive or large rights issues at
index reviews.

Alternatively, should MSCI consider implementing migrations triggered by hiﬁhly dilutive or large rights issues at t-1 of
the ex date }/cum date) to cater for the reverse turnover experienced by Small Cap funds with MSCI current
methodology, initial proposal and revised proposal?

Under this alternative, as per analysis of 2014 cases, only for 2 cases out of 4, MSCI would have potentially been able to
migrate on cum date, announced with two full business days advance notice to clients, given the late disclosures by
companies. Please refer to Appendix lll.

=  What are the views on this alternative?

= How many days should MSCI consider as sufficient notice to implement migration triggered by highly dilutive or large rights issues at t-1 of the
ex date? Should MSCI pre-announce the migration on cum date only if 2 full business days notice is provided to clients?

= |f MSCI could not pre-announce and implement the migration on cum date due to late disclosures by companies, should MSCl implement these
rights issues as per the revised proposal?

Migration as of close of ex- Migration as of close of pay date | Migration at Index Review Migration as of close of
date (current methodology) | (original proposal) (revised proposal) cum date (alternative)

Small Cap Potential reverse turnover Reverse turnover Reverse turnover No reverse turnover.

Standard Migration is implemented Migration is delayed to pay date Migration is delayed to Index Migration is anticipated. No
simultaneously with NOS and implemented simultaneously ~ Review —time to achieve reverse turnover. In case,
increase. No reverse with NOS increase. No reverse market price stability. No the event don’t go through,
turnover. turnover. reverse turnover. Index will have a Small cap

stock in a Standard Index
until next Index Review.

IMI Migration is implemented Migration is delayed to pay date Migration is delayed to an Migration is anticipated. No
simultaneously with NOS and implemented simultaneously  Index Review. No reverse reverse turnover.
increase. No reverse with NOS increase. No reverse turnover.
turnover. turnover.
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Discussion point: Valuation of rights

= As per proposed implementation, MSCI proposes to use market value of right when
rights are trading else to use intrinsic value.*

= |s the proposed implementation suitable for valuing rights?

= Should MSCI instead carry forward the last traded market price of right once rights stop trading (from
end of rights trading date to pay-date) and delete right using this carry forwarded market price?

= Alternatively, should MSCI carry forward the last traded market price of right once rights stop trading
(from end of rights trading date to one day before pay-date) and switch to intrinsic value for closing on
pay-date and delete right using this intrinsic value?

Valuation of | Carry forward last traded value Market value when trading else Carry forward last traded market value and
rights Intrinsic value switch to intrinsic value as of close of pay
date
PROS * Consistent with MSCI current approach of ¢ Rights value tracks performance * Consistent with MSCI current approach of
carrying forward last traded price once of the stock trading on the carrying forward last traded price once
security stops trading. market. security stops trading.
* No change in Index Divisor as of * No change in Index Divisor as of close of
close of pay date. pay date.
CONS * Change in Index Divisor as of close of Pay * Index volatile as switch back & * Index volatile as switch back & forth
date (when MSCI deletes rights and cash forth between market value and between market value and intrinsic value.
and increase NOS). intrinsic value. * Rights value does not track performance
* Rights value does not track performance of the stock trading on the market till pay
of the stock trading on the market. date -1.

MSCI *Please refer to Appendix | for the formula used to calculate intrinsic value of the right.
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Appendix:
|. Detailed implementation for revised treatment

Il. Indicative list of historical rights issues qualifying to be
implemented under revised proposal

I1I: 2014 Migrations triggered by rights issues
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Appendix |: Detailed Implementation for Revised Treatment

= Ex Date

o Apply PAF

Apply a Price Adjustment Factor (PAF) on ex date using the value of Right on Ex-date.*

PAF = [P(t) + Right per Share P(t)] / [P(t)]
o Add Right
- Right will be valued at market value if it is trading else it will be valued at derived Intrinsic Value if it is not trading.
Intrinsic Value of Right = [(P(t) * Shares Issued - Issue P * Shares Issued)] / [ Shares Before ]

- Add Right to the Index as of the close of Ex-date (effective next day), if subscription price is lower than the market
price of the security. Right is added to Index at market value if the right traded on the Ex-date else at intrinsic value if
the right did not trade on the Ex-date.

- Right will not be added to Index if the subscription price is equal to or above the market price at the time of
confirming the event even though the Rights issue is fully underwritten. The changes in NOS and FIF, if any, will be
postponed to the Pay-date.

o Add Subscription Cash
Subscription Cash = [ Shares Issued / Shares Before ] * [ Issue Price ] * [ Pre Event Number of Shares ]

- Subscription Cash line is added to the Index as of the close of Ex-date (effective next day), if the subscription price is
below the market price. The value of subscription cash will be a Fixed value. It will be kept in Index until Pay-date.

- If the subscription price is equal to or above the market price, Subscription Cash will not be added to Index and MSCI
will wait for results of Rights issue to implement the increase in NOS and FIF, if any.

* The PAF may be adjusted based other factors such as dividend entitlement for new shares and other asset attached trading on ex date.

MSCI
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Appendix |: Detailed Implementation for Revised Treatment
(Continued)

= ExDate+1

- Price Adjustment Factor (PAF) is removed and no longer a part of Index.
- Rightis now a part of Index.

- Subscription cash is now a part of Index

= Pay Date

- The Rights will be deleted from the Index as of the close of Pay-date (effective next day). The deletion price
will be market value of the Right if it is trading else deletion price will be Intrinsic Value.

- Subscription Cash line will be deleted from the Index as of the close of Pay-date (effective next day).

- yevsl shares resulting from rights issue will be added to the Index as of the close of Pay-date (effective next
ay).

= pPayDate+1

- Right and Subscription Cash are removed and are no longer part of Index
- New shares are added and are now part of the Index.

* |Index Reviews

- Migration, if any qualified by the event, will be done as a part of the Index Review as per Index Review
Rebalancing rules.

©2014 MSCl Inc. All rights reserved. msci.com



Appendix II: Indicative list of historical rights issues qualifying

to be implemented under revised proposal*

Country
Code

PT

*The list is only indicative and not exhaustive

Index family

Small
Small
Small
Small to Mid
Mid
Small
Large
Small
Small to Mid
Small to Mid
Large
Mid

Small to Mid

16-Jul-12
16-Jul-12
16-Jul-12
17-Jul-12
30-Apr-13
11-Jun-13
18-Sep-13
1-Oct-13
31-Mar-14
6-Jun-14
6-Jun-14
9-Jun-14
1-Jul-14

MSCI
Security
Code

12562.01
13117.03
13117.01
32883.01
69016.01
22868.01
10326.01
29841.01
36948.01
31001.01
10862.02
23292.01
15361.02

Security Name

FONDIARIA - SAI ORD
UNIPOL GRUPPO FINAN ORD
UNIPOL GRUPPO FINAN PRIV

MELROSE
BANKIA
BANK OF PIRAEUS
BARCLAYS**
SCHMOLZ + BICKENBACH
BANCO POPOLARE
B2wW
DEUTSCHE BANK NAMEN**
BANCA MONTE PASCHI ORD
BCP BANCO COMERCIAL

R252:1 @ EUR1
R20:1@EUR2
R20:1 @ EUR 0.975
R2:1@ GBP1.42
R397:1 @ EUR 1.352663
R 35.680197 : 1 @ EUR 1.7
R1:4 @ GBP 1.85
R7:1@ CHF0.53
R17:18 @ EURS
R 59.874514 : 100 @ BRL 25
R5:18 @ EUR 22.5
R214:5@EUR1
R7:4 @ EUR 0.065

**These will not be implemented as per new implementation based on revised proposal

©2014 MSCl Inc. All rights reserved.

1,371,320,104
894,866,780
421,942,987
1,714,133,968
18,678,783,610
7,569,882,555
9,845,550,724
408,452,146
3,081,816,312
736,393,739
9,418,895,300
7,597,150,446
3,430,266,719
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Appendix lll: 2014 Migrations triggered by rights issues

Announced with

MSCI
Country . . : less than 2
Index family Security Security Name .
Code business days
Code :
notice

IT Small to Mid 31-Mar-14 36948.01 BANCO POPOLARE R17:18 @ EUR9 Yes

BR Smallto Mid  6-Jun-14  31001.01 B2W R 59.874514 : 100 @ BRL 25 No

PT Smallto Mid ~ 1-Jul-14  15361.02 BCP BANCO COMERCIAL R7:4 @ EUR0.065 Yes

FR Smallto Mid 31-Oct-14 73294.01 NUMERICABLE GROUP R15:7 @ EUR 17.82 No
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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.

L] 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.

L] 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 indices, 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.

L] 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.

L] Data and information produced by various affiliates of MSCI Inc., including MSCI ESG Research Inc. and Barra LLC, may be used in calculating certain MSCI equity indexes. More information can be found in the relevant
standard equity index methodologies on www.msci.com.

. MSCI receives compensation in connection with licensing its indices to third parties. MSCI Inc.’s revenue includes fees based on assets in investment products linked to MSCI equity indexes. Information can be found in MSCI’s
company filings on the Investor Relations section of www.msci.com.

L] MSCI ESG Research Inc. 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 neither MSCI nor any
of its products or services is 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.

u Any use of or access to products, services or information of MSCI requires a license from MSCI. MSCI, Barra, RiskMetrics, IPD, FEA, InvestorForce, 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 &
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