
The MSCI Cyclical and Defensive Sectors Indexes are designed to track the performance of the opportunity set of global cyclical and defensive 
companies across various Global Industry Classification Standard (GICS®) sectors1. 

How are sectors classified as Cyclical or Defensives?

To classify sectors as cyclical or defensive, we analyzed how each sector 
performed in expansion and contraction periods within the business cycle. This 
means looking at the correlation between a sector’s relative performance and 
the year-on-year change in the indicator that measures the business cycle. The 
leading indicator that MSCI uses is the Composite Leading Indicator (CLI) from 
OECD. A sector will be considered a cyclical sector if its relative performance is 
positively correlated with the rate of change of the leading indicator, and it will 
be considered a defensive sector it is negatively correlated.

How are the indexes constructed?

The Cyclical and Defensive Indexes are constructed from applicable MSCI country 
and regional indexes, like for example, MSCI World or MSCI Emerging Markets. The 
securities are classified by sectors and the sectors are classified as either Cyclical 
or Defensive.

To create the respective Cyclical or Defensive index, we will include the sectors 
classified as either Cyclical or Defensive. Constituent weights of stocks within the 
respective sectors are based on free float-adjusted market capitalization.

Any security can only be classified in one sector and as such can only be classified 
as either Cyclical or Defensive. 

How are the indexes maintained?

The Indexes are rebalanced on a quarterly basis in February, May, September, 
and November. 

Regular monthly and annual GICS® reviews may result in the migration of a 
security into or out of the Cyclical or Defensive sectors.

MSCI Cyclical / Defensive Indexes

Defensive 
Sectors

Consumer Staples, Energy, Healthcare, Utilities

Cyclical 
Sectors

Communication Services, Consumer Discretionary, 
Financials, Industrials, Information Technology, 
Materials, Real Estate

1Global Industry Classification System, GICS®, is a four-tiered global industry classification standard jointly developed by MSCI and S&P Global 
Market Intelligence.



How can these indexes be used?

In our paper “Index Performance in Changing Economic Environments”, we 
attempted to provide a framework for institutional investors to account for 
macroeconomic conditions into their asset allocation decisions, where we 
used MSCI Macroeconomic and MSCI Asset Pricing Models. This research2 
showed that investors deviation from away from a broad market cap portfolio 
could depend on an investor’s macroeconomic views and tolerance for 
macroeconomic uncertainty. If an investor is less tolerant of uncertainty and 
expects growth to return to trend, the models indicated allocating towards 
indexes that are the most sensitive to economic growth. In contrast, if 
slow growth and low inflation are believed to persist, the models indicated 
allocating towards the least growth sensitive or more defensive indexes.

Has the classification changed through time?

Yes. 

In 2016, Real Estate became a standalone sector and was added to the list of 
Cyclical Sectors. Previously, it was included in the Financials sectors, which 
was already a Cyclical Sector.

In 2018, there were changes in the composition of the several sectors to reflect 
the increased integration among telecommunications, media, and internet 
companies. The Telecommunication Services sector was removed from the 
list of Defensive Sectors and the newly created Communication Services 
sector was added to the list of Cyclical Sectors.

About Cyclical / Defensive capped indexes

In addition to the market cap weighted versions, we have also created capped 
version of the Cyclical/ Defensive indexes. In these capped indexes, the weights 
of the sectors within the Cyclical or Defensive will set at equal weights at each 
rebalance date. The charts below show the sector weights through time for the 
capped and uncapped versions of the MSCI ACWI Cyclical sectors.

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.
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2 MSCI “Index Performance in Changing Economic Environments”, April/2014
Source: MSCI, as at May 2023
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