
Two industry leaders – MSCI and Interactive Data – collaborate to create the MSCI Indexes with IDCo Fair Value Pricing, which help active fund 
managers explain the artificial tracking error between a fund’s fair value adjusted NAV and an MSCI index calculated using closing prices.

Key Benefits
The MSCI Indexes with IDCo Fair Value pricing offer the following benefits to active fund managers, pension plans and consultants:

»	 Marketing and Reporting – Explain active mutual  fund tracking error to clients 

»	 Internal Reporting – Explain return dispersion for active mutual funds to investment boards 

»	 Fund Evaluation and Research – Support active mutual fund research process 

Figure 1 shows a significant fair value adjustment in 2012 for the MSCI EAFE Index following a rally in the US market on Dec. 31, 2012. A fund 
using fair value to calculate its NAV and comparing its performance to an index calculated using closing prices would likely have shown significant 
artificial outperformance. The situation would reverse in 2013. MSCI Indexes with IDCo Fair Value Pricing can help to explain these differences.

Index Methodology

The MSCI Indexes with IDCo Fair Value Pricing are calculated using fair value adjustment factors as of the close of the New York Stock Exchange 
provided by Interactive Data’s (IDCo) Fair Value Information Service.

»	 After the close of the exchanges in Americas (t), the initial security weights for the rebalanced index for t+1 are calculated

»	 For each constituent, the Fair Value return is calculated using the FV evaluated adjustment factor from Interactive Data and the 4:00P.M. EST 
WM/Reuters exchange rate

»	 The fair value adjusted index return is then calculated as the weighted sum of the constituents’ fair value returns

»	 The fair value adjusted index level is derived by multiplying this fair value adjusted index return with the official USD closing level of the index 
for day t to derive the fair value adjusted index level

MSCI Indexes with IDCo Fair Value Pricing 
MSCI Indexes with IDCo Fair Value Pricing make it easier and simpler for active mutual fund managers, pension plans 
and consultants to explain artificial tracking error between a fund’s fair value adjusted NAV and an MSCI index 
calculated using closing prices.
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Source: MSCI, based on simulated data.

Figure 1: Fair Value Adjustment Comparison
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MSCI Inc. is a leading provider of investment decision support tools to investors globally, including asset managers, banks, hedge funds and pension funds. MSCI products and services 
include indexes, portfolio risk and performance analytics, and ESG data and research.

The company’s flagship product offerings are: the MSCI indexes with approximately USD 8 trillion estimated to be benchmarked to them on a worldwide basis1; Barra multi-asset class 
factor models, portfolio risk and performance analytics; RiskMetrics multi-asset class market and credit risk analytics; IPD real estate information, indexes and analytics; MSCI ESG 
(environmental, social and governance) Research screening, analysis and ratings; and FEA valuation models and risk management software for the energy and commodities markets. 
MSCI is headquartered in New York, with research and commercial offices around the world.
The information contained herein (the “Information”) may not be reproduced or redisseminated in whole or in part without prior written permission from MSCI. The Information may not be used to verify or correct other data, to create indexes, risk models, or 
analytics, or in connection with issuing, offering, sponsoring, managing or marketing any securities, portfolios, financial products or other investment vehicles. Historical data and analysis should not be taken as an indication or guarantee of any future 
performance, analysis, forecast or prediction. None of the Information or MSCI index or other product or service constitutes an offer to buy or sell, or a promotion or recommendation of, any security, financial instrument or product or trading strategy. 
Further, none of the Information or any MSCI index 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 Information is provided “as is” 
and 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 MSCI INC. OR ANY OF ITS SUBSIDIARIES OR ITS OR THEIR DIRECT OR INDIRECT SUPPLIERS OR ANY THIRD PARTY INVOLVED IN THE 
MAKING OR COMPILING OF THE INFORMATION (EACH, AN “MSCI PARTY”) MAKES ANY WARRANTIES OR REPRESENTATIONS AND, TO THE MAXIMUM EXTENT PERMITTED BY LAW, EACH MSCI PARTY HEREBY EXPRESSLY DISCLAIMS ALL IMPLIEDWARRANTIES, 
INCLUDING WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE. WITHOUT LIMITING ANY OF THE FOREGOING AND TO THE MAXIMUM EXTENT PERMITTED BY LAW, IN NO EVENT SHALL ANY OF THE MSCIPARTIES 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.

1 As of September 30, 2013, as reported on January 31, 2014 by eVestment, Lipper and Bloomberg 
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About MSCI

Figure 2 illustrates what would be the adjusted Fair Value price taking as an example a Japanese company. The trading price of XYZ Inc. shares 
closed at $100 USD on the Japanese Exchange at 1:00 A.M. EST. Afterwards, there were some positive news that led the sector to a 5% increase. 
By 4:00 P.M. EST – when the Americas exchanges close – the Fair Value Pricing correlations demonstrate that the shares in international portfolios 
closed approximately with a $105 USD Fair Value Price.

Index Licensing
Ongoing Fair Value Adjusted Index Levels for 130+ flagship indexes will be available on subscription to the MSCI Fair Value Index Module with 
IDCo Pricing. Indexes derived from the MSCI ACWI IMI security universe.

Index Delivery
Index and security level data are distributed daily through vendors or via direct delivery (Internet FTP). 

Index History
Daily index level history is available back to 2005.

Figure 2: Fair Value Hypothetical Example

http://msci.com
mailto:clientservice%40msci.com?subject=

