MSCI EUROPE INDEX FAQ

MSCI Europe Index
The MSCI Europe Index is a stock market index that measures
the performance of large and mid-cap companies across
developed countries in Europe.
With 432 constituents, the index covers approximately 85% of
the market capitalization across developed countries in the
European region.1, 2
1 As of July 31, 2021
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What companies does it include?
The MSCI Europe index focuses on large and mid-cap companies.
The way we define large- and mid- is based on a percentile approach, rather than a
fixed number of companies. If we rank the companies in the European stock markets,
large-cap companies would be those that capture (approximately) the highest 70%
of the total market capitalization, while mid-cap companies would capture the
subsequent 15% (approximately).
Let’s see how this has played out over the last decade.
Number of Names

July 2 011

July 2016

July 2021

MSCI Europe

462

447

432

Large-Caps

209

205

197

Mid-Caps

253

242

235

Data as of July 31, 2021

By going beyond large-caps, one can capture a larger opportunity set (pun intended)
of smaller but still investable stocks.
By having a percentile approach to segmenting markets, we allow for the index to
evolve with market size and structure through time.

Can you tell me more about what constitutes a developed market?
What has been the performance impact?

The classification of a country as developed, emerging or frontier is based on a

From a performance perspective, including mid-cap exposure has had a positive

dedicated framework anchored by three pillars:

impact thus far. To illustrate this, we include in the table below the performance of the

»

Economic development

MSCI Europe Index, alongside the performance of MSCI Europe Large Cap and MSCI

»

Size and liquidity requirements

»

Market accessibility

Europe Mid Cap Indexes , which are subsets of the MSCI Europe Index.
Returns

MSCI Europe

MSCI Europe Large Cap

MSCI Europe Mid Cap

Year to Date

13.9

13.8

14.2

For a country to be classified as developed, it will have to meet the following criteria:3

1 Year

31.5

29.5

39.8

»

3 Years

8.2

7.6

10.6

Economic development: Country Gross National Income (GNI) per capita 25%
above the World Bank high-income threshold for three consecutive years

5 Years

9.8

9.3

12.0

»

10 Years

6.1

5.6

8.3

Size and liquidity requirements: five or more companies meeting minimum size
requirements (full and free-float market capitalization) and liquidity requirement
(annualized traded values)

»

Market accessibility: needs to exhibit a very high openness to foreign investment

Data as of July 31, 2021

and ease of movement of capital

For all the time periods listed above, the inclusion of mid-caps led the MSCI Europe to
outperform an index that would focus purely on large-caps.

3

As of July 30, 2021
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MSCI Europe - Minimum and Maximum Weights by Sector

What are the developed markets in Europe and how are they
represented in the index?

0.0

There are currently 15 developed markets in Europe: Austria, Belgium, Denmark,

Energy

Finland, France, Germany, Ireland, Italy, the Netherlands, Norway, Portugal, Spain,
Sweden, Switzerland and the U.K.4
of the index. The next four countries by size in the index are: France (17.8%),

an index construction not bound by a fixed number of constituents, our indexes

4.2

Materials

8.5

Industrials

15.0

Consumer discretionary

11.9

Consumer staples

12.7

Health care

14.5

Financials

15.4

IT

8.6

Communication Services

3.8

Utilities

4.2

Real estate

1.4

Data as of July 31, 2021

By incorporating mid-caps, the MSCI Europe Index becomes more diversified, from
a sector perspective, than if it were to only to focus on large-caps.
For example, while a large-cap index would currently have a very small allocation
to Real Estate, the MSCI Europe gains a greater weight for that sector through its
mid-cap allocation.
Sector weights do change over time, as markets and economies evolve. By
having an index construction not bound by a fixed number of constituents, our

IT

15.0

16.2

12.3

17.1

11.9

Financials

MSCI Europe provides exposure to a diverse set of sectors.

14.0

4.2

Comm.
serv.

3.2

Utilities

3.4

Real
estate

1.6

25.0

12.3

9.1

Health
care

What about the businesses these companies represent?

Energy

11.8

Cons.
stap.

can better capture that evolution.

20.0

8.7

7.0

Cons.
disc.

Country weights change over time, as markets and economies evolve. By having

15.0

8.7

Industrials

Switzerland (15.4%), Germany (14.4%) and Netherlands (6.9%).

Current Weights (%)

10.0

3.7

Materials

The largest country, by market capitalization, is the U.K., which represents 22.3%

Sector

5.0

21.8

8.6

5.3

5.1

Data as of July 31, 2021

indexes can better capture that evolution. The chart below shows the minimum
and maximum weights for each sector over the last five years.
The ranges above show the dynamic nature of the underlying economies
through time. For example, Financials are now substantially smaller than back in
2016, while Industrials and Healthcare have gone from representing around 10%
of the index each five years ago, to nearly 15% each most recently.
Another interesting evolution has been that of the Energy sector, which has
halved in size over the last five years.
4

As of July 30, 2021
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Note:
»

Real Estate was defined as a separate sector in late 2016.

»

In 2018, there were composition changes in the Communication Services, Consumer Discretionary and IT sectors to reflect the increased integration among
telecommunications, media and internet companies.

Anything else I should know about this index?
This is an index that includes companies based in any of the developed markets in Europe.
However, that does not mean that it is a purely domestic index. As globalization expands, European companies are increasingly integrated in global supply chains and have a
consumer base that is distributed worldwide. This brings diversification of revenue sources and adds an international dynamic to the results of these companies.
If we use our Economic Exposure dataset, we can see where revenue originates for all the companies in the MSCI Europe Index.5
Economic Exposure

Europe and Middle East

Emerging Markets

North America

Pacific

MSCI Europe

39.7%

30.3%

24.7%

5.3%

Data as of July 31, 2021

European companies are increasingly more international, and the majority of their revenue comes from outside Europe.
5

As of July 31, 2021

ABOUT MSCI
MSCI 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 information contained herein (the “Information”) may not be reproduced or disseminated 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 IMPLIED WARRANTIES, 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 MSCI PARTIES 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.
©2021 MSCI Inc. All rights reserved | CFS0821
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