
Upcoming Changes to MSCI 
Selection Indexes Methodology 
In the May 2025 index review, MSCI will implement a series of changes to its Selection indexes 
methodology following its consultation with market participants in Q2 2024 and announcement of 
the results in July 2024. 

The goal of these changes is to address turnover concerns, enhance existing exclusions criteria 
and address regulatory considerations, like the ESMA fund naming rules. 

Recap – May 2025 index 
review changes 
The upcoming changes can be 
summarized as follows: 

1. Changes to the ranking and selection rules.
To address turnover concerns, MSCI will: 

• Remove ESG Ratings Trend from the ranking logic, 

• Remove AA prioritization from the selection logic. 

Our simulations showed that combining both these changes would reduce the one-way annualized turnover1 for 
MSCI ACWI Selection Index from 10.3% to 6.8%. A similar reduction was observed for other regional and country 
Selection indexes. 

2. Changes to exclusion criteria - adjustments to existing screens
To reflect latest thinking and regulatory considerations for the MSCI Selection Indexes methodology, both the 
tobacco and civilian firearms screens will be adjusted and defined as follows: 

Tobacco screen: 
a. all companies classified as “Producer”, and 
b. all companies deriving 5% or more aggregate revenue from the production, distribution, retail, supply and 

licensing of tobacco-related products. 

Civilian firearms screen: 
a. all companies classified as “Producer” of firearms and small arms ammunitions for civilian markets, and 
b. all companies deriving 5% or more aggregate revenue from the production and distribution of firearms or small 

arms ammunition intended for civilian use.

https://www.msci.com/our-solutions/indexes


EVOLVING OUR SELECTION INDEXES METHODOLOGY

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 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.  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 is intended to constitute 
a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such. MSCI 

ESG and climate ratings, research and data are produced by MSCI ESG Research LLC, a subsidiary of MSCI Inc. MSCI ESG 
Indexes, Analytics and Real Estate are products of MSCI Inc. that utilize information from MSCI ESG Research LLC. MSCI 
Indexes are administered by MSCI Limited (UK). 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 “INFORMATION PROVIDER”) MAKES ANY WARRANTIES OR REPRESENTATIONS AND, TO THE 
MAXIMUM EXTENT PERMITTED BY LAW, EACH INFORMATION PROVIDER 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 INFORMATION PROVIDERS 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.

Please note that the issuers mentioned in MSCI ESG Research materials sometimes have commercial relationships with MSCI 
ESG Research and/or MSCI Inc. (collectively, “MSCI”) and that these relationships create potential conflicts of interest.  In 
some cases, the issuers or their affiliates purchase research or other products or services from one or more MSCI affiliates. 
In other cases, MSCI ESG Research rates financial products such as mutual funds or ETFs that are managed by MSCI’s clients 
or their affiliates, or are based on MSCI Inc. Indexes. In addition, constituents in MSCI Inc. equity indexes include companies 
that subscribe to MSCI products or services. In some cases, MSCI clients pay fees based in whole or part on the assets they 
manage. MSCI ESG Research has taken a number of steps to mitigate potential conflicts of interest and safeguard the integrity 
and independence of its research and ratings. More information about these conflict mitigation measures is available in our Form 
ADV, available at https://adviserinfo.sec.gov/firm/summary/169222.   

©2025 MSCI Inc. All rights reserved | CFS0525

Conclusion
As always, our goal for methodology reviews is to ensure our indexes reflect best 
practices in data standards and index construction, while being aligned with 
changes in the regulatory environment and investors’ views. 

For more information, please refer to the consultation deck. 

Our simulations showed that the combination of all these three changes would 
have reduced turnover for MSCI ACWI Selection Index (from 10.3% to 6.9%)4. 
Similar turnover reductions were achieved for other regional and country 
Selection indexes, with the greatest impact observed in the Europe & Middle East 
(from 15.9% to 10.9%) and Pacific (from 12.2% to 6.3%) regions.  

Also, the simulated indexes retained the same overall ESG Rating and high 
exposure to ESG Leaders companies (AAA-AA). 

In our simulations, the adjustment to the tobacco screen led to an 
additional five companies (total index weight: 0.34%)2 being excluded from 
the MSCI ACWI Selection Index. The adjustment to the Civilian Firearms 
screen did not lead to any additional exclusions.

3. Changes to exclusion criteria – introduction of new screens
In order to add biodiversity/nature-related considerations to the index 
construction of the MSCI Selection Indexes, the following new screens will 
be added: 

a. all companies deriving more than 5% revenue from Arctic Oil & Gas
production

b. all companies deriving more than 5% revenue from Palm Oil
production.

In our simulations, the addition of Arctic Oil & Gas production screen led to 
an additional four companies (total index weight: 0.02%)3 being excluded 
from the MSCI ACWI Selection Index. The addition of the new Palm Oil 
production screen did not lead to any additional exclusions.

1 Backtest annualized one-way index turnover. Period: May 29, 2020 – December 29, 2023.
2 As of November 2023 rebalance
3 As of November 2023 rebalance
4 As of April 2024.
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