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Summary

MSCI presents a consultation with proposals for three changes to MSCI Thematic
Index methodologies* following the upcoming enhancement** of the MSCI Thematic

Exposure Standard (TES).

MSCI invites feedback from market participants on or
before April 18, 2022; and will announce the results of the
consultation on or before April 22, 2022. Changes, if any,
would be implemented effective June 1, 2022.

*Please refer to Appendix Il for the full list of thematic indexes in scope of this consultation
**Please refer to Appendix | for the impact of this enhancement on MSCI Thematic Indexes
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https://www.msci.com/our-solutions/indexes/thematic-investing/thematic-exposure-standard

Summary of proposed changes
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Proposed Changes to MSCI Thematic Index Methodologies

A pertinent SIC Code may be deleted from the
list of selected SIC Codes’ if a company whose
business segment is in the ‘selected list of
business segments’! is deleted from the parent
universe. This may lead to the deletion of other
“relevant” companies from the index.

For companies which do not declare any
revenue (e.g., they only have costs) or declare
negative revenue (e.g., via certain accounting
treatments), relevance scores (RS) would be
calculated as 0, except for the Genomic
Innovation? theme.

Relevance score of 25% is used to select
companies for the MSCI ACWI IMI Blockchain
Economy? Index at rebalance.

Implement SIC code buffering as a
mechanism to retain a SIC Code in the
selected list for 2 years.

Use segment assets for such companies
as a fallback scaling factor to facilitate a
non-zero relevance score. That is, extend
the fallback logic of the Genomic
Innovation theme to all themes.

Reduce the threshold to 15% for the
MSCI ACWI IMI Blockchain Economy
Index only.

:Please refer to section 3.3.3 and 3.3.4 of the MSCI Thematic Relevance Score Methodology
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Reduce risk of deletion of pertinent SIC
codes and hence of relevant companies
from the thematic index. Reduces index
turnover and improves robustness of
index rebalance.

Mitigate risk of constituent deletion if a
particular company does not report
revenues in one fiscal year (and so avoid
reverse turnover). Facilitate inclusion of
companies with relevant business
activities which may be pre-revenue.

Improve the theme representation and
NOC stability of the index.

2:Please refer to section 2.6.2 of the methodology document of the ACWI IMI Genomic Innovation Index here —https://www.msci.com/index-methodology
3:Please refer to section 2.6.3 of the methodology document of the ACWI IMI Blockchain Economy Index here —https://www.msci.com/index-methodology 5



Proposed Change 1

SIC CODE BUFFERING




Rationale for Proposed Change 1

A pertinent SIC Code may be deleted from the list of selected SIC Codes if a company whose business
segment is in the ‘selected list of business segments” is deleted from the parent universe. However, the
deletion of such a company from the universe need not invalidate the SIC Code’s linkage to the theme.

« Pertinent SIC Codes dropped from the list of selected SIC Codes” can lead to a decrease in the relevance
score of other companies leading to those stocks being deleted from a thematic index.

 SIC Code buffering prevents the immediate deletion of the SIC Codes: using this approach, we propose that
a SIC code is retained in the selected list for a period of 2 years** from the date of first entry in the selected
SIC Code list.

» The next slide shows the reduction in index turnover after applying SIC Code buffering, ceteris paribus.

Question: Should SIC Code buffering be applied to MSCI Thematic Indexes ?

*Please refer to section 3.3.4 of the MSCI thematic relevance score calculation methodology
**MSCI proposes a 2-year window to be consistent with the lookback period for which segment data is used in relevance score calculation.
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Simulated SIC Code buffering: November 2019 SAIR

In May 2019 SAIR, SIC code 3812 was ECS”(Q'\‘Z,‘;O (R,\?OV 2019 Comment
mapped to the business segment ‘Sensors’ SIC Code with SIC Code
of Chemring Group Buffering) | Buffering)
In Nov 2019 SAIR, Chemring Group was Parent Deletion in
deleted from ACWI IMI. CHEMRING GROUP 29% NA NA Nov 2019 SAIR
This deleted SIC Code 3812 from the list for
the Nov 2019 SAIR rebalance. FLIR SYSTEMS 28% 14% 28%
Five stocks were deleted from the MSCI ACWI 5 securities no
IMI Robotics Index as a result. The relevance KRATOS DEFENSE 77% 22% 55% longer dgleted as
score of Lockheed Martin was also reduced. Te RSis above
If SIC Code buffering had been active : ﬂtTDFéé ELECTRONIC 27% 12% 27% e, RS 2l glso
. similar to that in
* The index would have had 5 fewer May 2019. Hence
deletions TOMTOM 77% 0% 76% little contribution to
» The weight of Lockheed Martin would index turnover
have been stable. CHINA AVIONICS A (HK-C)  65% 0% 83%
* One-way index turnover would have
reduced from 6.6% to 4.3% LOCKHEED MARTIN CORP  55% 33% 54% Reduced

contribution to
turnover as RS level

JENOPTIK 47% 34% 46% is stable.
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Proposed Change 2

RELEVANCE SCORE FALLBACK CALCULATION WHEN NO OR NEGATIVE
REVENUE IS REPORTED




Rationale for Proposed Change 2

» Relevance score is calculated by using attributable segment revenue as a proportion of total revenue.
» Some potentially relevant companies may not be selected as they do not report any revenue. The company
could be pre-revenue or arise from a specific accounting treatment of corporate transactions. E.g.

» Biotech companies may be in a clinical trials phase and do not yet report any revenues.

* Plug Power Inc: RS in the Efficient Energy and Future Mobility themes decreased to 0% when its FY
2020 revenue was negative due to the treatment of the vesting of warrants** issued to Amazon. This
led to the stock’s deletion from thematic indexes.

 Rivian Automotive Inc: RS for the Future Mobility theme is zero as it reports zero revenue.

» To better reflect the thematic linkage of such companies, an alternative approach* is already applied for the
Genomic Innovation theme, by using segment assets to scale exposure.
» MSCI proposes to use this fallback for all themes in the scope of this consultation.

Question: Should the segment asset fallback for relevance score calculation be applied to all themes for
those companies whose revenue for all segments is zero or null or negative ?

__. "Seesection 2.6.2 of the methodology document of the ACWI IMI Genomic Innovation Index here —https://www.msci.com/index-methodology
M S C I PR ** See page 38 of this document https://www.sec.gov/ix?doc=/Archives/edgar/data/1093691/000155837021007147/plug-20201231x10k.htm
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https://www.sec.gov/ix?doc=/Archives/edgar/data/1093691/000155837021007147/plug-20201231x10k.htm

RS fallback calculation and selected potential index inclusions

Current Relevance Score Simulated Relevance

(Nov 2021 SAIR w/o Score (Nov 2021 SAIR)
applying segment asset after applying segment
fallback) asset fallback

PLUG POWER INC Efficient Energy 0 72%
WALLBRIDGE MINING COMPANY LTD Future Mobility 0 34%
AUSTRALIAN STRATEGIC MATERIALS LTD Future Mobility 0 42%
FISKER INC Future Mobility 0 49%
LORDSTOWN MOTORS CORP Future Mobility 0 33%
PIEDMONT LITHIUM INC Future Mobility 0 100%
VOLTA INC Future Mobility 0 100%
ENOVIX CORP Future Mobility 0 100%
ELECTREON WIRELESS LTD Future Mobility 0 72%
HYLIION HLDGS CORP Future Mobility 0 100%
PLUG POWER INC Future Mobility 0 57%
LITHIUM AMERICAS CORP Future Mobility 0 43%
M S C I RIVIAN AUTOMOTIVE INC Future Mobility 0 68%

Information Classification: GENERAL



Proposed Change 3

RELAXATION OF SELECTION THRESHOLD FOR BLOCKCHAIN ECONOMY TO
15% FROM 25%




Rationale for Proposed Change 3

* Inthe Nov 2021 SAIR, the ACWI IMI Blockchain Economy Index had 39 constituents using a relevance score threshold of 25%*.

» If relevance scores from TES were used to rebalance the index in Nov 2021, there would be net deletions from the index due to
discount factor changes**.

« To mitigate this impact and improve the NOC stability of index, MSCI proposes to relax the relevance score threshold to 15%
from 25%, effective May 2022 SAIR.

» As detailed in the table on the next slide, using relevance scores from TES but relaxing the relevance score threshold from 25%
to 15%, would have led to 5 fewer deletions from the index in the Nov 2021 SAIR.

Question: Do you agree that the relevance score threshold for selection in the MSCI ACWI IMI
Blockchain Economy Index should be relaxed to 15% from 25%?

M S C I ‘ *Please refer to section 3.4.5 of the MSCI Relevance Score Calculation methodology document

" **Please refer to slide 18 of this document which shows the impagt on the H?E(ﬁkchain Economy thematic index using index turnover
Information Classification: G AL



ACWI IMI Blockchain Economy Index- Impact of using relevance scores from TES to
rebalance the Index in Nov 2021 vs. without using relevance scores from TES

Row headers represent relevance score ranges (both ends included) calculated without using relevance scores from TES; Column headers
represent those calculated by using relevance scores from TES.
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The red highlighted box shows the
number of deletions from the MSCI
ACWI IMI Blockchain Economy
Index if relevance scores from TES
are used and the relevance score
threshold of 25% is used.

The green highlighted box shows the
number of securities which will not
be deleted from the index if
relevance scores from TES are used
but the relevance score threshold is
relaxed to 15%

14
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MSCI Thematic Exposure Standard

(TES) enhancement and MSCI
Thematic Indexes

MORE DIVERSIFIED INDEXES, GREATER RS CONSISTENCY




MSCI Thematic Exposure Standard (TES) enhancement likely to
lead to more diversified Thematic Indexes in May 2022 SAIR

— The upcoming enhancement for the MSCI Thematic Exposure Standard will see relevance scores will be
generated for a global universe of 90,000+ equity securities*, a common universe and source for all
relevance score calculation.

— The use of this common universe for relevance score calculation (instead of individual thematic index
parent universes) will likely lead to changes in RS values and hence changes in index constituents.

— Recall the RS calculation is dependent on the calculation universe via the (1) SIC Code selection (2)
Discount Factor calculation.

— In general, there will likely be a net increase in constituents for thematic indexes. Some companies will
have higher scores and others will now have non-zero RS scores.

— However, the MSCI ACWI IMI Blockchain Economy Index has net deletions in transition simulations due to
Discount Factor changes. To mitigate this impact, MSCI proposes to relax the relevance score selection
threshold to 15% from 25%, effective May 2022 SAIR, as discussed previously in this document.

— The next slide shows the impact on MSCI Thematic Indexes of using the MSCI Thematic Exposure
Standard as the source for all relevance core calculation.

oy asof March 2022
MSCI &5
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https://www.msci.com/our-solutions/indexes/thematic-investing/thematic-exposure-standard

Use of TES as data source for thematic indexes leads to index
turnover comparable to that without the use of TES data in the Nov

2021 SAIR

This chart compares the turnover (t/0) of thematic indexes with and without the use of TES data for the Nov 2021 SAIR
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*Index rebalance t/o with TES data is calculated as the one-way turnover between a thematic index rebalanced using TES relevance scores in the Nov 2021 SAIR and the

thematic index rebalanced in May 2021 without the use of TES relevance scores.
Index rebalance t/o without TES data is calculated as the one-way turnover between thematic indexes rebalanced in Nov 2021 and May 28, 2021; both without the use of TES

relevance scores
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Appendix Il

IN-SCOPE INDEXES




Indexes in scope of this consultation

MSCI Thematic Indexes

MSCI ACWI IMI Ageing Society Opportunities  MSCI ACWI IMI Food Revolution

MSCI ACWI IMI Autonomous Technology &

. ) MSCI ACWI IMI Future Education
Industrial Innovation

MSCI ACWI IMI Blockchain Economy MSCI ACWI IMI Future Mobility

MSCI China Tech 100 MSCI ACWI IMI Genomic Innovation
MSCI ACWI IMI Cybersecurity MSCI ACWI IMI Millennials

MSCI ACWI IMI Digital Economy :\:ES\I/QIC(:)V:I IMI Next Generation Internet
MSCI ACWI IMI Digital Health MSCI ACWI Rising Consumer Select
MSCI ACWI IMI Disruptive Technology MSCI ACWI IMI Robotics

MSCI ACWI IMI Efficient Energy MSCI ACWI IMI Smart Cities

MSCI ACWI IMI Fintech Innovation MSCI ACWI IMI Space Exploration
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Indexes in scope of this consultation (2)

MSCI Thematic Indexes

MSCI China All Shares IMI Ageing Society Opportunities
MSCI China All Shares IMI Digital Economy

MSCI China All Shares IMI Disruptive Technology

MSCI China All Shares IMI Efficient Energy

MSCI China All Shares IMI Future Mobility

MSCI China All Shares IMI Autonomous Technology & Industrial
Innovation

MSCI China All Shares IMI Millennials
MSCI China All Shares IMI Next Generation Internet Innovation
MSCI China All Shares IMI Robotics

MSCI China All Shares IMI Smart Cities

MSCI &)

MSCI China A Onshore IMI Ageing Society Opportunities
MSCI China A Onshore IMI Digital Economy

MSCI China A Onshore IMI Disruptive Technology

MSCI China A Onshore IMI Efficient Energy

MSCI China A Onshore IMI Future Mobility

MSCI China A Onshore IMI Autonomous Technology & Industrial
Innovation

MSCI China A Onshore IMI Millennials
MSCI China A Onshore IMI Next Generation Internet Innovation
MSCI China A Onshore IMI Robotics

MSCI China A Onshore IMI Smart Cities
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MSCI China A Onshore Tech 100

MSCI China A Onshore IMI Tech

MSCI China A International
Tech 100

MSCI China All Shares IMI Tech



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.
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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. 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.

Itis 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 S&P Global Market Intelligence. “Global Industry Classification Standard (GICS)" is a service mark of MSCI and S&P Global
Market Intelligence.

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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