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PROPOSAL FOR CONSULTATION

This consultation may or may not lead to the implementation of any or all of the proposed changes in the highlighted or any other 
MSCI indexes. Consultation feedback will remain confidential. MSCI may publicly disclose feedback if specifically requested by 
specific market participants. In that case, the relevant feedback would be published together with the result of the consultation
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Executive Summary

• Following feedback from market participants provided as part of the initial consultation on free float availability of Depositary 
Receipts (DRs), where underlying shares are not available for trading, MSCI is extending the scope and the timing of the 
consultation (the content of the initial consultation, launched on September 6, 2023 is provided in the appendix)

• MSCI currently* calculates the free float of such DRs based on the shareholding structure for the underlying shares. As a 
result of such treatment, some market participants are concerned that free float may be overstated in cases where the 
underlying shares remain unlisted and have not yet been converted to and traded as DRs. Feedback on the initial proposal, 
based on the Depository Number of Shares for DRs, indicates that this may not address this issue sufficiently

• As the actual DRs outstanding continue to remain publicly unavailable, in order to better reflect the number of DRs in 
circulation, MSCI is seeking feedback on a proposal to use data based on publicly disclosed capital raising activities during 
the listing and the subsequent offerings as a proxy to the DRs outstanding

• MSCI also calls for additional transparency for data disclosures for DRs outstanding by the market participants in order to 
better reflect DRs in circulation

• MSCI welcomes feedback from market participants on this topic until March 29, 2024. MSCI will announce the results of the 
consultation on or before April 15, 2024.

* As defined in the MSCI Free Float Data Methodology
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Background and Alternate Proposal 

• MSCI received feedback from market participants that the initial consultation proposal may still overstate the free float for DRs, where underlying 
shares are not available for trading, as it may not necessarily correctly reflect the actual DRs in circulation

• As the actual DRs continue to remain publicly unavailable, in order to better reflect the number of DRs in circulation MSCI is seeking feedback on
a proposal to use data based on publicly disclosed capital raising activities during the listing and the subsequent offerings as a proxy to the DRs 
outstanding

• Example:
• For Full Truck Alliance Adr, DRs are issued on underlying A shares:

• The number of DRs raised as part of the listing is 82,500,000 and the corresponding total number of A shares outstanding is 
19,091,365,926. Considering each DRs represents 20 Class A shares, 954,568,297 shares are in form of DRs resulting in the ratio of 
8.64%

MSCI Code Country Name Sec Mcap
DR Shares 

outstanding *

Underlying 
Shares in form 

of DRs

Ratio:
DR shares/Underlying 
shares in form of DRs

Estimated  F
IF

MSCI 
Current FIF

Difference
Sec FIF Mcap 

Impact

20152.01 China Full Truck Alliance Adr 6,691 82,500,000 954,568,297 8.64% 0.09 0.7 0.61 4,081

* DR capital raising activities includes summation of DRs issued during the listing and the subsequent offerings, if anyData as of Nov 2023 Index Review price cut off date, October 18, 2023  
Market capitalization (Mcap) in USD Millions

• While this approach would provide with a more conservative float estimation, it may result in stale free float representation and potential 
underestimation of free float

• To help address this issue MSCI calls on issuers and respective depositary banks to provide more transparency on the actual DRs in circulation
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Discussion Points 

➢ Do you agree that the free float for the DRs where underlying shares are not available for trading may be 
overstated, unless actual DRs in circulation is used for its determination?

➢ Do you foresee any issues on continued inclusion of such DRs in MSCI Indexes?

➢ Are capital raising figures during the listing and the subsequent offerings appropriate to approximate the amount 
of DRs outstanding, even if data could be stale?

➢ What could be other additional considerations in the estimation of the free float of such DRs?

➢ Should MSCI exclude such DRs from the Indexes in future due to lack of data transparency?

➢ Do you encounter any issues while buying and selling DRs from the exchange or Depository Banks?

➢ Are there any problems in trading such DRs?
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Executive Summary

• MSCI received feedback from market participants regarding the uncertainty around the free float availability of 
certain Depositary Receipts (DRs), where underlying shares are not available for trading

• MSCI currently calculates the free float of such DRs based on the shareholding structure for the underlying 
shares. As a result of such treatment, some market participants are concerned that free float may be 
overstated in cases where the underlying shares remain unlisted and have not yet been converted to and traded 
as DRs

• In order to better reflect the number of DRs in circulation, in the cases when underlying shares are unlisted, 
MSCI proposes to take into consideration the ratio of Depositary Number of Shares in its free float calculations. 
MSCI proposes to calculate free float available to foreign investors is equal to the lesser of:
• The free float computed on the basis of the current methodology *
• Ratio of Depository Number of Shares (NOS)**/Total NOS

• MSCI welcomes feedback from market participants on this topic until October 6, 2023. MSCI will announce the 
results of the consultation on or before October 31, 2023 (As announced on November 14, 2023, extended to Mar 29, 2024)

* As defined in the MSCI Free Float Data Methodology
** The number of shares held with Depositary Banks is referred to within the document as the Depositary Number of Shares
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Background

• Current Methodology: 
• Number of shares (NOS) for DRs is calculated based on the maximum DRs that could be issued, through 

dividing the number of shares of the underlying share class by the DR ratio (ratio between the common 
shares and the DRs)

• Free Float is derived based on the shareholding structure for the underlying shares

• Under such methodology, in cases where the underlying shares are not listed, free float may be overestimated 
as:
• Only a certain fraction of the total underlying shares may be available for DR issuance, and
• Not all underlying shares that may be available for DR issuance are actually converted into DRs

• While the amount of DRs outstanding generally is not readily available, which would be the most appropriate 
value to use, the number of shares held with Depositary Banks are usually disclosed as part of the annual filings 
(example 20-F)

• The number of shares held with Depositary Banks is referred to within the document as the Depositary Number of Shares 
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• In order to better reflect the number of DRs in circulation, in the cases when underlying shares are unlisted, MSCI 
proposes to take into consideration the ratio of Depositary Number of Shares in its free float calculations

• Example:
• Assuming, for Company XYZ, DRs are issued on underlying A shares:

• The free float computed on the basis of the current methodology is 87%
• The number of shares held by Depository Banks is 80,559,482 and the total number of A shares outstanding is 

97,087,524, resulting in the ratio of 83%

• In such case, MSCI would consider the lower of the 83% and 87% for the consideration of Foreign Inclusion 
Factor (FIF), resulting in the FIF of 0.85

Proposal

Specifically, for such DRs the estimation of free float available to foreign investors is equal to the lesser 
of:

• The free float computed on the basis of the current methodology
• Ratio of Depository Number of Shares (NOS)*/Total NoS

*wherever available
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Impact Analysis and Rationale behind the Proposal

• Based on data as of the price cut off date of the August 2023 Index Review, there would be no impact on the 
current constituents of the MSCI ACWI Index represented by such DRs

• The proposal aims to provide a more conservative estimate of free float for cases where the Depository 
Number of Shares is substantially lower than the respective Number of Shares for the underlying shares

• This proposal has limitations, as the resulting float may not capture appropriately the actual DRs in 
circulation, as direct sourcing of this data remains challenging

• The table below shows the ratio calculation and the impact for MSCI Small Cap Index constituents

Data as of Aug 2023 Index Review price cut off date, July 18, 2023  
Market capitalization (Mcap) in USD Millions

MSCI Code Country Name Sec Mcap
Depository 

Shares
Underlying 

Shares 

Ratio: 
Depository/
Underlying

Depository 
FIF

Proforma 
FIF

Difference
Sec FIF Mcap 

Impact 
Size-Segment

14980.01 China Chindata Group Adr 1,588 255,453,046 406,539,105 62.8% 0.65 0.7 0.05 79 GIMI Smallcap

73061.01 China Fanhua Adr 435 663,226,828 1,157,463,924 57.3% 0.6 0.7 0.1 44 Overseas China Smallcap
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Discussion Points 

➢ Do you agree with the proposal to enhance the calculation of the free float for DRs where underlying shares are not 
available for trading?
• Have you encountered any replicability issues on such DRs?

➢ Does the proposal provide a more accurate estimate of the free float for such DRs?
• If not, what could be a better way to estimate the free float of such DRs?
• What could be other additional considerations in the estimation of the free float of such DRs?
• In your view, what could be the benefits or drawback of the proposed change?

➢ Should the proposal not be limited to American Depositary Receipts and extended to similar DRs like Global 
Depositary Receipts, Fiduciary Depositary Receipts, others?
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MSCI Index Constituents*

*Index constituents represented by Depositary Receipts (DRs), where underlying shares are not available for trading, including potential constituents for the August 2023 Index Review

Data as of Aug 2023 Index Review price cut off date, July 18, 2023  
Market capitalization (Mcap) in USD Millions

MSCI Code Country Name Sec Full Mcap MSCI Code Country Name Sec Full Mcap

96385.01 China PDD Holdings A Adr 100,534 14080.01 China Ehang Holdings A Adr 720 

94195.01 Singapore Sea A Adr 32,035 20192.01 China Dingdong A Adr 544 

14435.01 China Legend Biotech Corp Adr 12,130 98680.01 China Gaotu Techedu A Adr 476 

70827.01 China Vipshop Holdings Adr 8,138 98612.01 China Up Fintech Holding A Adr 480 

20152.01 China Full Truck Alliance Adr 6,577 13962.01 China Canaan A Adr 475 

69939.02 Hong Kong Melco Rsrts & Entmt Adr 5,630 70815.01 Ukraine Mhp Gdr 402 

98611.01 Hong Kong Futu Holdings A Adr 4,053 73061.01 China Fanhua Adr 435 

68798.01 China Tal Education Group Adr 2,946 16734.01 China Yatsen Holding A Adr 463 

68757.01 China Daqo New Energy Corp Adr 2,956 69749.01 China Vnet Group A Adr 377 

95550.01 China Iqiyi Adr A 2,606 94154.01 China Qudian A Adr 435 

68627.01 Sweden Kindred Group Sdr 2,796 36762.01 China Sohu.com Adr 369 

22715.01 France Ses A-fdr 2,404 98682.01 China Douyu International Adr 333 

68773.01 China Jinkosolar Hldg Co Adr 2,220 95300.01 China Lexinfintech Hldg A Adr 308 

18259.01 China Rlx Technology Adr 1,981 96113.01 China Huya A Adr 277 

78107.01 China Hello Group A Adr 1,519 97621.01 China Niu Technologies A Adr 264 

72459.01 China Joyy Inc Adr 1,750 14526.01 China Agora A Adr 269 

14980.01 China Chindata Group Adr 1,588 13867.01 China Youdao A Adr 165 

14436.01 China Dada Nexus Adr 1,425 98227.02 Singapore Aslan Pharmaceutical Adr 46 

94366.01 China Finvolution Group A Adr 863 19511.01 Israel Chemomab Adr 16 

80387.02 Israel Nano Dimension Adr 800 64663.01 Israel Steakholder Foods Adr 13 
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Aug 2023 MSCI Announcement 

UPDATE ON TREATMENT OF DRS WHERE UNDERLYING SHARES ARE NOT AVAILABLE FOR TRADING AS PART OF THE AUGUST 2023 INDEX REVIEW
(Re: Announcement sent on May 11, 2023, with sequence number: 00409.ALL)

As announced on May 11, 2023, following feedback from market participants regarding the uncertainty around the free float availability of certain Depositary Receipts (DRs) where underlying 
shares are not available for trading, MSCI will not implement additions and will freeze any upward size-migrations of such securities within the MSCI ACWI IMI, the MSCI China All Shares IMI 
and relevant MSCI J-Series Indexes as part of the August 2023 Index Review.

Therefore, MSCI will not implement the below changes:

Migration from the Mid Cap Size-Segment to the Large Size-Segment:
Security Name - (MSCI Security Code/RIC Code)
*   LEGEND BIOTECH CORP ADR (14435.01.01/LEGN.OQ)

Addition to the Standard Size-Segment:
Security Name - (MSCI Security Code/RIC Code)
*   FULL TRUCK ALLIANCE ADR (20152.01/YMM.N)

Addition to the Small Cap Size-Segment:
Security Name - (MSCI Security Code/RIC Code)
*    EHANG HOLDINGS A ADR (14080.01/EH.OQ)
*    GAOTU TECHEDU A ADR (98680.01/GOTU.N)
*    YATSEN HOLDING A ADR (16734.01/YSG.N)
*    QUDIAN A ADR (94154.01/QD.N)

MSCI will continue to review and update the free float of existing index constituents according to MSCI's Free Float Data methodology. All index review changes will be implemented as of the 
close of August 31, 2023 (effective September 1, 2023).
As a reminder, MSCI defines the free float of a security as the proportion of shares outstanding that is considered available for purchase in the public equity markets by international investors.
MSCI continues to welcome feedback from all market participants and investors on these issues. MSCI will launch a consultation on the treatment of such ADRs in the coming weeks.
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May 2023 MSCI Announcement 

TREATMENT OF ADRS WHERE UNDERLYING SHARES ARE NOT AVAILABLE FOR 
TRADING AS PART OF THE MAY 2023 INDEX REVIEW

(Re: Announcement sent on February 17, 2023, with sequence number: 00379.ALL)

Following the announcement of February 17, 2023, MSCI has received further 
feedback from market participants regarding the free float availability of certain 
American Depositary Receipts (ADRs), where the underlying shares are not 
available for trading.

MSCI intends to launch a consultation on the treatment of such ADRs. Therefore, 
as part of the May 2023 Index Review, MSCI will not implement additions and will 
freeze any upward size-migrations of such securities within the MSCI ACWI IMI, the 
MSCI China All Shares IMI and relevant MSCI J-Series Indexes.

MSCI will continue to review and may update the free float of existing index 
constituents according to MSCI's Free Float Data methodology. Changes to the 
Foreign Inclusion Factor (FIF) and Number of shares (NOS) will be announced as 
scheduled on May 11, 2023. All index review changes will be implemented as of the 
close of May 31, 2023 (effective June 1, 2023).

As a reminder, MSCI defines the free float of a security as the proportion of shares 
outstanding that is considered available for purchase in the public equity markets 
by international investors.

MSCI continues to welcome feedback from all market participants and investors 
on these issues and will provide further details as soon as practicable.

UPDATE ON TREATMENT OF ADRS WHERE UNDERLYING SHARES ARE NOT AVAILABLE 
FOR TRADING AS PART OF THE MAY 2023 INDEX REVIEW

(Re: Announcement sent on May 5, 2023, with sequence number: 00401.ALL)

As announced on May 5, 2023, following feedback from market participants regarding the 
uncertainty around the free float availability of certain American Depositary Receipts 
(ADRs) where underlying shares are not available for trading, MSCI will not implement 
additions and will freeze any upward size-migrations of such securities within the MSCI 
ACWI IMI, the MSCI China All Shares IMI and relevant MSCI J-Series Indexes as part of the 
May 2023 Index Review.

Therefore, MSCI will not implement the below changes:

 Addition to the Standard Size-Segment
Security Name - (MSCI Security Code/RIC Code)
*   FULL TRUCK ALLIANCE ADR (20152.01/YMM.N)
Migration from the Small Cap Size-Segment to the Standard Size-Segment Security Name - 

(MSCI Security Code/RIC Code)
*    RLX TECHNOLOGY ADR (18259.01/RLX.N)
*    MELCO RSRTS & ENTMT ADR (69939.02/MLCO.OQ)
Addition to the Small Cap Size-Segment

Security Name - (MSCI Security Code/RIC Code)
*    EHANG HOLDINGS A ADR  (14080.01/EH.OQ)
*    FANHUA ADR  (73061.01/ FANH.OQ)
*    GAOTU TECHEDU A ADR  (98680.01/GOTU.N)
*    STUDIO CITY INTL A ADR (97629.01/ MSC.N)
*    YATSEN HOLDING A ADR  (16734.01/YSG.N)
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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. 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 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.  

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 indexes, 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.

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.

Data and information produced by various affiliates of MSCI Inc., including MSCI ESG Research LLC and Barra LLC, may be used in calculating 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 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 MSCI’s products or services are not 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.

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.

Privacy notice: 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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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 process for submitting a formal index complaint can be found on the index regulation page of 

MSCI’s website at: https://www.msci.com/index-regulation. 

http://www.msci.com/
https://www.msci.com/index-regulation
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The process for submitting a formal index complaint can be found on the index regulation page of MSCI’s website at: 
https://www.msci.com/index-regulation.
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