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Introduction

As 2023 began, investors were anxious about inflation and a
potential recession in the latter part of the year. However,
contrary to expectations, inflation subsided, and the
economy stayed resilient. Interest rates did go up, but they
seem to have peaked, and markets expect rates to start

coming down in 2024.

We enter 2024 with the prospect of moderate economic
growth and easing inflation. But despite the positive
sentiment of equity markets and the bond market recovery in
Q4, geopolitical risks and macroeconomic uncertainties have

not yet abated.

Our focus remains collaborating closely with clients to deliver,
robust solutions and in-depth research that directly suppo

investment objectives.
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Over indexes calculated daily?

USD In assets under management
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Research experts, with dedicated to
Index Research and Product Development*

Over professionals dedicated to Index
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Navigating an

Inflation was a major concern for investors as we arrived in 2023, given what had been observed in the
markets during the post-covid recovery years. The MSCI Inflation Sensitive Indexes, introduced in 2023
served as a tool to tackle this issue, leveraging the Inflation-Sensitivity Scores, as provided by MKT
MediaStats. MSCI research explored the use of inflation sensitivity scores to construct hypothetical
portfolios that would respond to hikes in inflation.

The MSCI Economic Regime Allocator Indexes, were created to equip investors with innovative
allocation tools for navigating through macroeconomic cycles (goldilocks, slow growth, stagflation,
heating up):

Economic Regime Sector Allocator Indexes: allocate between cash and sector indexes.
Economic Regime Asset Allocator Index: allocate between cash, treasury and sector indexes.

The four economic regimes and their calculation use QuantCube’s GDP Growth and Inflation Indicators.

By leveraging these indexes, investors may adjust their asset allocations to align with their individual
objectives, thereby potentially enhancing their overall investment strategy.



https://www.msci.com/www/blog-posts/inflation-sensitivity-and/03342300873
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Sustaining Momentum

We remain committed to empowering investors in their climate transition journey.

In response to client demand, 2023 saw the expansion of MSCI's range of Lower Carbon
Target and ex-Fossil Fuels indexes.

Moreover, the implementation of the Climate Action methodology for fixed income, along
with the launch of Climate Action Corporate Bond Indexes for USD Investment Grade and
EUR Investment Grade, equipped investors with solutions to incorporate climate
considerations into their portfolios across different asset classes.

At the same time, many investors are seeking technological solutions to climate change
challenges. The launch of new thematic indexes that seek to capture those innovations
and make them more accessible to a broad investment audience includes:

Hydrogen and Future Fuels Indexes, which aim to represent the performance of a
set of companies that are associated with the development of new products and
services focused on future sources of energy production and technologies for energy
efficiency.

Extreme Weather Industrial Solutions Indexes, which aim to represent the
performance of a set of companies associated with products and services used in
day-to-day life to cope with extreme heat or cold.



https://www.msci.com/our-solutions/indexes/thematic-investing
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Retaining a Long-Term
Focus for Investments 1l

i

When markets are volatile and events are uncertain, it is important to retain a long-term
focus. The expansion of our thematic range supports investors who are forward-looking
and emphasizes trends expected to unfold gradually.

As more and more companies use digital
channels to promote, sell and even customize
their products, the need to address and
minimize cybersecurity risks is a priority. To
help investors seeking to capture this long-
term trend, the Smart Security & Defense
Indexes were launched to represent the

As populations age and live longer, and technology advances at a rapid pace, investors are
looking for opportunities in the area of Health. The three new index families below play a
pivotal role in addressing this demand:

Biotech Advance
Indexes, aiming to
represent the
performance of a set
of companies that are
associated with
research, development,
and commercialization
of products for treating
a broad range of
diseases and
disorders.

Virology Indexes,
aiming to represent the
performance of a set
of companies that are
associated with
research and
development into, as
well as the
commercialization of
anti-viral and vaccine
products, which are
used to treat a range of
infectious diseases.

Immuno-oncology
Indexes, seeking to
represent the
performance of a set
of companies that are
associated with
research, development,
and commercialization
of products for cancer
immunotherapy, also
known as Immuno-

oncoloqy.

performance of companies that are
associated with the development of new
products and services in the areas of
Cybersecurity and Future Defense and Smart
Borders.

Post-covid, deglobalization trends intensified,
and companies globally are rethinking their
supply chain and what will that mean from a
logistics and operational perspective. As this
happens, new products and services are
coming on stream to help companies gain
control of their logistics strategy. MSCl's
Future Logistics Indexes aim to represent the
performance of a set of companies that are
associated with the development of new
products and services focused on the
logistics value chain.



https://www.msci.com/documents/1296102/29333337/ThematicIndex-Virology.pdf
https://www.msci.com/documents/1296102/29333337/ThematicIndex-Virology.pdf
https://www.msci.com/documents/1296102/34913408/Immuno-Oncology+Thematic+Insight.pdf
https://www.msci.com/documents/1296102/34913408/Immuno-Oncology+Thematic+Insight.pdf
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Enhancements to Our Core O
Methodologies and Products 1l

As part of our ongoing commitment to continue to evolve and improve our coverage of global markets, we delivered
several enhancements to our flagship equity index families:

Introduction of a quarterly comprehensive rebalance Expansion of the investment universe
frequency
, . m Based on feedback from market participants, we

= From the February 2023 index reviews, MSCI enhanced our Frontier Markets methodology to address
transitioned to a comprehensive schedule for the: issues linked to limited coverage, concentration and
quarterly reviews of its market cap indexes following a UFTGET
consultation with market participants. This change
reflects our commitment to listen to market = Launch of the Baltic States and Latvia indexes. Starting
participants and more effectively respond to ever from August 2023's index Review, MSCI considers
changing markets. Estonia, Lithuania and Latvia as a single market for the

= This new rebalance frequency was designed to reduce purpose of index construction.

the size of any individual quarterly rebalance by
spreading index review changes and turnover more
evenly, with the aim to keep replication costs low for
investors.

= The expansion of our investment universe will help
those investors looking for opportunities further afield,
while ensuring that the data quality and coverage
remains at a high standard.

In March 2023, MSCI implemented the changes that followed the bi-annual Global Industry Classification Standard (GICS®)
review and were announced a year earlier. The biggest changes were in the Financials and IT sectors, and these were also
reflected in MSCI sector indexes across countries and regions later in the year.

MILLLLLL RS
....notoo:



https://www.msci.com/documents/1296102/33887102/Index+Rebalancing+Brochure+2023.pdf
https://www.msci.com/our-solutions/indexes/gics
https://www.msci.com/documents/1296102/29559863/GICS_Press_Release_31_March_2022.pdf/f0ac4118-d6c3-4456-3c7b-2b0174099e4e?t=1648760411652
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Enhancements to Our Core
Methodologies and Products 1l

While our core index offering focuses on the international investor, we are also attentive to the domestic investor's needs. An example of this
was the launch of a new market-cap index series: the MSCI Australia Listed Indexes. By including eligible foreign-incorporated entities listed on
the Australian Securities Exchange (ASX), the MSCI Australia Listed Indexes aim to provide a comprehensive coverage of Australia’s domestic
investable universe and serve as a de facto measure of the Australian economy.

We continue to make great strides in our fixed income offering in our effort to better serve our clients who are looking for best in class multi-
asset investment opportunities:

Inclusion of government
bonds

MSCI's Fixed Income
modules now cover
government bonds
denominated in US Dollars
(USD), British Pounds (GBP),
Euros (EUR) or Canadian
Dollars (CAD), in addition to
coverage of the investment
grade and high yield space..

Launch of fixed income
market classification
framework

The finalization of our fixed
income market classification
framework builds on our
long-standing equity
classification heritage, and it
brings in the specificities of
the asset class. It will be a
robust foundation for new
index launches for many
years to come.

Inclusion of fixed income
attribution file

To provide our clients with a
deeper perspective on index
composition and exposures,
additional data for various
attribution buckets such as
country, region, credit rating,
maturity and sector
classification have been
included. This will help
clients address their
performance attribution and
risk management needs, as
well as for trading and
hedging purposes.

Expansion of the Fixed

Income Tradable Bond Index

range, in collaboration with
MarketAxess

In addition to the USD HY
index, three new MSCI
MarketAxess Tradable
Corporate Bond Indexes were
introduced: USD IG, EUR IG,
and EUR HY. These indexes
have been designed with a
focus on liquidity and
versatility, making them a
valuable tool for both
replication and hedging
purposes in the credit market.

Sy
T



https://www.msci.com/documents/10199/321847/MSCI+Fixed+Income+Market+Classification+Framework_October_2023.pdf/ef350b5a-0ddc-45ad-5f2f-211ade7eff31?t=1698355425737
https://www.msci.com/documents/10199/321847/MSCI+Fixed+Income+Market+Classification+Framework_October_2023.pdf/ef350b5a-0ddc-45ad-5f2f-211ade7eff31?t=1698355425737
https://www.msci.com/www/research-report/msci-marketaxess-tradable/04209793145
https://www.msci.com/www/research-report/msci-marketaxess-tradable/04209793145
https://www.msci.com/www/research-report/msci-marketaxess-tradable/04209793145
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New
Investor Tools WAl

Our MSCIOne platform continued to grow and incorporate new tools and MSCI services. In 2023, we saw the
arrival of new critical tools:

effectively communicate changes in their needs. This tool will facilitate the addition and validation of

‘ Client Upload tool: As the adoption of client-designed/custom indexes evolves, investors need ways to
exclusion lists to client-designed indexes.

On our public website, we added a new feature that will help investors identify what ETPs are linked to MSCI
indexes. It also covers futures & options, so as to enable a full ecosystem perspective of financial products linked to
MSCI indexes.

Reinvigorating our Infrastructure

We continuously work to improve our infrastructure to ensure our index and data delivery remains robust. To that
effect, we announced an extension of our partnerships with Google and Microsoft which will enable us to gain
further resilience and set us up on a strong path for future growth.

These strengthened foundations will serve us well, as our index offering grows from indexes, to data, to solutions and
tools.



https://www.msci.com/indexes/etp-finder
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Broadening
Our Data Toolkit
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MSCI'’s Float Data Product, which was launched in early 2023, provides additional transparency to metrics associated with free
float market capitalization at a security level.

Free float market capitalization is one of the inputs in the construction of MSCI indexes. As such, this data product is relevant to
investment teams involved in the management of index strategies and products. This piece will help you learn more about this
product, the data it covers and how it can help investors better understand the markets they operate in.

To help our clients better navigate their regulatory reporting requirements, MSCI added index levels information covering
Sustainable Finance Disclosure Regulation (SFDR) and EU Benchmarks Regulation (BMR) metrics in several of our index
modules:

MSCI Enhanced Module for standard market cap, factor and ESG indexes
MSCI ESG Modules for standard ESG & climate Indexes

MSCI Fixed Income Modules for standard fixed income indexes

In this document, you can see the full detail on the topics covered, which range from ESG scores to climate metrics, such as
carbon footprint and green revenues.

Engagement, along with capital allocation, is a key lever for institutional investors pursuing net-zero targets. Our most recent
climate metrics innovation, the MSCI Climate Engagement Toolkit, helps clients to quickly identify which companies are prime
candidates for engagement and be more efficient in their outreach.

Clients who license our ESG or climate indexes, including our Climate Action Indexes, will automatically receive the insights as
part of their index data at no additional cost.



https://www.msci.com/documents/1296102/37676551/Float+Data+Product+Overview.pdf
https://msci.highspot.com/items/642710b20a45d053d466a94c?lfrm=srp.0#6
https://www.msci.com/documents/1296102/38467298/Climate+Engagement+Toolkit+Product+Overview.pdf/d1109ca4-36e7-dc5e-fa13-606f4b066f0c?t=1693852030731
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Clarity —

@

Through Research

Underlined by precision and objectivity, our timely research insights are designed to allow
investors to act with greater confidence. In 2023, nearly 300 research papers, blogs and
podcasts were delivered, covering a wide range of topics linked to market themes and investor
challenges.

Our Emerging Markets (EM) series seek to help investors understand how, and why, this group
of countries can be positioned to deliver potential returns to investors. It also looked at how
investors’' EM allocation may evolve, and even how commercial relationships between markets
may be changing in this new deglobalization era.

As concerns about a potential slowdown globally started to take hold, investors needed to
look further ahead, and our Small Caps research came into focus. Our research looked at how
small-cap firms have historically performed versus larger ones, especially after recessions and
over longer holding periods.

On the podcast front, we expanded our range to include the Investment Trends in Focus
Quarterly Roundtable. This new forum brings together multiple experts from MSCI to
comment on markets, and market-moving events to help institutional investors as they
determine the best way forward. This complements the long running Markets in Focus, which
throughout the year covered topics like how US bonds may be looking more attractive than US
stocks and how interest rate hikes have historically impacted market performance.

The depth and breadth of MSClI's expertise was again visible
in the range of presentations and topics covered in our
annual institutional forum. This annual forum gathers
investors from around the world to exchange ideas on
tactical and strategic investment topics.



https://www.msci.com/our-solutions/indexes/emerging-markets
https://www.msci.com/www/blog-posts/regional-blocs-emerging-to/03669944184
https://www.msci.com/www/blog-posts/nearshoring-friendshoring-and/04065519030
https://www.msci.com/www/blog-posts/nearshoring-friendshoring-and/04065519030
https://www.msci.com/www/blog-posts/small-caps-have-been-a-big/03951176075
https://www.msci.com/research-and-insights/in-focus
https://www.msci.com/research-and-insights/in-focus
https://www.msci.com/www/blog-posts/markets-in-focus-narrow-yield/04096700508
https://www.msci.com/www/blog-posts/markets-in-focus-narrow-yield/04096700508
https://www.msci.com/www/blog-posts/markets-in-focus-looking-beyond/03921138232
https://www.msci.com/www/blog-posts/how-asset-owners-are-preparing/04158617294
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The information contained herein (the “Information”) may not be reproduced or redisseminated in whole or in part without prior written permission from MSCI ESG Research. The Information may not be used to verify or correct other data, to create any derivative works, 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. MSCI ESG Research is provided by
MSCI Inc’s subsidiary, MSCI ESG Research LLC, a Registered Investment Adviser under the Investment Advisers Act of 1940. 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.

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 MSCl 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. 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.

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. @ G

©2024 MSCI Inc. All rights reserved
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