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Geneva, April 12, 2005 

  
POTENTIAL ENHANCEMENTS TO MSCI 10/40 EQUITY INDICES 

 
MSCI is consulting with investors on a proposal to enhance the MSCI 10/40 Equity Indices by reflecting  the 
revised investment constraints under the UCITS III directive (Undertakings for Collective Investment in 
Transferable Securities) as well as to  reduce index turnover and to accommodate indices with insufficient 
constituents. This paper sets forth a series of questions for investors to provide MSCI with information and 
feedback.  
 
Importantly, this consultation may or may not result in any changes to the MSCI 10/40 Equity Indices.  
The consultation document can be found on MSCI’s website at www.msci.com/consultation/ 
 
HOW TO SUBMIT YOUR FEEDBACK 

Please submit your response by May 4, 2005, either via e-mail to consultation@msci.com or by fax to 
(41) 22 817 9205. Please feel free to send the answers to the questions and any other comments via a 
separate document if that is more convenient for you.  

QUESTIONNAIRE 

Contact Details 

Name: _______________________________ Title: _______________________ 

Organization: ___________________________________________________________  

Email: _______________________________ Telephone: ___________________ 

Assets under management 

Total assets: ______________                

Assets in European Union (EU): __________  of which in segregated EU accounts/funds: _________ 

Type of fund 

Open-ended   Closed -ended  Combination of open-ended and closed -ended  
 
Domicile of funds 
 
Please list___________________________________________________________  
 
Type of UCI law applicable to funds 

UCITS  UCITS III      UCITS and UCITS III     Others, if so specify________ 
 
Mandates (check all that apply) 

Global Mandates   Regional Mandates   EM Mandates  
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Type of investments in the fund (check all that apply) 

Shares/Stocks  Money market instruments  Bonds  Deposits  Funds   
Financial derivative instruments  Others, if so specify________________ 
 
Use of MSCI 10/40 Indices (check all that apply) 

Benchmark for active management   Benchmark for passive management   
Performance measurement     Research   
 
For which countries, regions and sectors do you use MSCI 10/40 Ind ices or other types of capped indices (if 
not MSCI 10/40 Indices, please specify which index)?  

_____________________________________________________________________________________
_____________________________________________________________________________________ 

 

1. Impact of UCITS III directive on your UCITS  fund 

1. Which European Union member state national law is your UCITS fund subject to? 

_______________________________________________ ________________________________ 

2. Have all of your UCITS funds transitioned to the UCITS III directive? If  not, when do you plan to 
transition all of your UCITS funds to the UCITS III directive? 

_______________________________________________________________________________ 
_______________________________________________________________________________ 

3. Until the final transition to the UCITS III directive, are your fund s allow ed to adhere to the original 
UCITS directive for a transition al period ending  February 13, 2007 ?  

_______________________________________________________________________________ 

4. For your UCITS funds, how do you comply with the 10/40/5 constraints as well as the 20% limit on 
group entities? 

_______________________________________________________________________________ 
_______________________________________________________________________________ 

5. According to UCITS III, companies which are included in the same group for the purposes of 
consolidated accounts, as defined in accordance with Directive 83/349/EEC or in accordance with 
recognized international accounting rules, are regarded as a single body for the purpose of calculating 
the limits placed on investments. Does your applicable member state provide any additional guidance 
relating to the interpretation of the group entities mentioned above? 

_______________________________________________________________________________ 
_______________________________________________________________________________ 

6. How do you plan to implement the new directive that places investment restrictions on group entities 
and which type of procedures do you intend to set up in order to monitor these entities?  

_______________________________________________________________________________ 
_______________________________________________________________________________ 
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2. Impact of UCITS III directive on your investment process and the MSCI 10/40 Indices 

7. The new group entity concept as defined in the UCITS III directive raises difficulties in its practical 
implementation considering the complexity inherent in the analysis of consolidated accounts. As an 
alternative, MSCI suggests that when an issuer owns more than 50% of the shares outstanding of 
another issuer, both are considered to belong to the same group. Do you support the proposal? 

Please note that the proposed alternative reflect s share ownership at the security level and not at the company level. 
Moreover, it does not consider companies that are grouped for the purpose of  consolidated accounts as constit uting the 
same group entity. 

_______________________________________________________________________________ 
_______________________________________________________________________________ 

8. A number of companies are constructed as dual independent entities. The companies forming  the 
following entities are currently treated as separate issuers by MSCI:  

 
• Shell T&T – Royal Dutch Petroleum 
• Unilever PLC – Unilever NV  
• Reed Elsevier (UK) – Reed Elsevier (NL) 
• Rio Tinto PLC – Rio Tinto Ltd 
• Carnival PLC - Carnival Corp 
• Investec PLC – Investec Ltd 
• Brambles PLC – Brambles Ltd  
• BHP Billiton PLC – BHP Billiton Ltd  
 

In you opinion, should these issuers: 

 be treated as group entities under the UCITS III group entity definition, and hence be subject to 
the 20% constraint. 

 be combined to form one issuer, and hence be subject to the 10% constraint. 

 continue to be treated as separate issuers. 

Please comment on your preference: 

_______________________________________________________________________________ 
_______________________________________________________________________________ 

3. Dynamic rebalancing 

9. The proposed dynamic rebalancing method provides various benefits, including reduced  index  
turnover, fewer liquidity concerns for smaller issuers and increased similarity to the parent index . On 
the other hand, this methodology enhancement may potentially lead to a greater concentration in the 
largest securities included in the parent index. Do you support the proposed enhancement? 

_______________________________________________________________________________ 
_______________________________________________________________________________ 
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4. Treatment of Corporate Events 
 

10. MSCI’s proposal of distinguishing between different types of additions reduces the frequency of 
rebalancings to the parent index , and hence reduces the index turnover. Do you support the proposed 
enhancement? 

_______________________________________________________________________________ 
_______________________________________________________________________________ 

5. Accommodating Indices with Insufficient Constituents 

11. When there are less than 19 index constituents, “10/40 like” indices could be calculated with more 
relaxed  investment restriction. Is this proposal useful to you?  

_______________________________________________________________________________ 
_______________________________________________________________________________ 

6. Implementation of changes, if any  

12. If MSCI were to implement any changes related to the UCITS III directive for the 10/40 Indices 
methodology, would the implementation in a single phase be acceptable to you?  

_______________________________________________________________________________ 
_______________________________________________________________________________ 

7. Suggestions  

13. Would you suggest other enhancements in addition to those mentioned in the consultation? 

_______________________________________________________________________________ 
_______________________________________________________________________________ 

 

 
 
 
For further information on MSCI indices or MSCI data, please visit our web 
site at www.msci.com or contact: 
Dorsey Horowitz, MSCI, New York      + 1 212 762 5790 
Guillermo Benedit, MSCI, London      + 44 20 7425 6660 
Sarah Chan, MSCI, Hong Kong                        + 852 2848 6740 
Olivia Vong, MSCI, Tokyo                            + 813 5424 5470 
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NOTICE AND DISCLAIMER 
Copyright © 2005 by Morgan Stanley Capital International Inc. ("MSCI").   All rights reserved. 

The MSCI Consultation Paper and related Questionnaire (the “Consultation Documents”) may not be reproduced or 
redisseminated in whole or in part without prior written permission from MSCI.  Any use of MSCI indices, data or other 
information requires a license from MSCI.  The information provided in the Consultation Documents is for informational 
purposes only and does not form a part of the terms or conditions of any agreement you have or may enter into with MSCI.  
The information may not be used to verify or correct other data, to create indices, or in connection with offering, 
sponsoring, managing or marketing any securities, portfolios, financial instruments or products.  None of the information 
constitutes an offer to buy or sell, or a promotion or recommendation of, any security, financial instrument or product or 
trading strategy, and MSCI does not endorse, approve or otherwise express any opinion regarding any issuer, securities, 
financial products or instruments or trading strategies that may be described or mentioned therein.  Further, none of the 
information 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.  The user of the information assumes the entire risk of any use it may 
make or permit to be made of the information.  NEITHER MSCI, ANY OF ITS AFFILIATES OR ANY OTHER THIRD 
PARTY INVOLVED IN MAKING OR COMPILING THE CONSULTATION DOCUMENTS OR THE 
INFORMATION CONTAINED THEREIN MAKES ANY EXPRESS OR IMPLIED WARRANTIES OR 
REPRESENTATIONS WITH RESPECT TO ANY SUCH DOCUMENTS OR INFORMATION (OR THE RESULTS 
TO BE OBTAINED BY THE USE THEREOF), AND MSCI, ITS AFFILIATES AND EACH SUCH OTHER THIRD 
PARTY HEREBY EXPRESSLY DISCLAIM S ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT 
LIMITATION, ANY IMPLIED WARRANTIES OF ORIGINALITY, ACCURACY, TIMELINESS, NON-
INFRINGEMENT, COMPLETENESS, MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE).  
Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any other third party involved in 
making or compiling this information have any liability in connection with this information for any direct, indirect, special, 
punitive, consequential or any other damages (including lost profits) even if notified of the possibility of such damages. 
 
Morgan Stanley Capital International, MSCI®, ACWI, EAFE® and all other service marks referred to herein are the 
exclusive property of MSCI or its affiliates.  All MSCI indices are the exclusive property of MSCI and may not be used in 
any way without the express written permission of MSCI.  The Global Industry Classification Standard (GICS) was 
developed by and is the exclusive property of MSCI and Standard & Poor’s.  “Global Industry Classification Sta ndard 
(GICS)” is a service mark of MSCI and Standard & Poor’s. 
 
 
ABOUT MSCI 
 
MSCI (www.msci.com) is a leading provider of equity, fixed income and hedge fund indices, and related products and 
services. MSCI estimates that over USD 3 trillion is benchmarked to its indices on a worldwide basis. MSCI is 
headquartered in New York, with research and commercial offices around the world. In 2004, MSCI acquired Barra, Inc. 
(www.barra.com), a global leader in delivering risk analytics, performance measurement and at tribution systems and 
services to managers of portfolio and firm-wide investment risk.  Morgan Stanley, a global financial services firm and a 
market leader in securities, asset management, and credit services, is the majority shareholder of MSCI, and Capital 
International Inc., part of the global investment management group of The Capital Group Companies, Inc., is the 
minority shareholder.  
 

 


