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INTRODUCTION

e MSCI announced on June 20 that it will include China A Large Cap shares” in the MSCI
Emerging Markets Index using a 2-step inclusion process beginning in June 2018

e MSCI is now launching a consultation on the following specific topics:

1. Transition plan for existing China A Indexes

2. Implementation of index changes in the event of a “Connect” market closure or a daily
limit breach and IPO treatment

3. Enhancing the treatment of suspensions in all indexes including China A shares

4. Treatment of MSCI Factor, Thematic, ESG or Capped Indexes ("Derived Indexes") in the
context of China A shares inclusion

 MSCI welcomes feedback from the investment community on the proposal. MSCI welcomes
feedback from the investment community until September 29, 2017. This consultation may or
may not result in the changes in the MSCI Global Investable Market Indexes

* 222 A shares as of July 31, 2017. The number may change due to regular index reviews and corporate events maintenance
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TRANSITION OF EXISTING CHINA
A INDEXES
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ENHANCING CHINA A INDEX OFFERING

e MSCI proposes to enhance the China A index offering by:

— Launching new indexes covering only stocks accessible through “Stock
Connect”, which would be named “MSCI China A Indexes”

— Launching the “MSCI China A Inclusion Index”, designed to track progressive
inclusion of A shares in Emerging Markets over time

— Rename the current “MSCI China A Indexes”, which are providing China A
exposure from domestic perspective, to “MSCI China A Domestic Indexes”

 The MSCI China A International Indexes would continue to represent the A share
component of the MSCI Emerging Markets benchmark based on an unlimited
access to the onshore Chinese domestic equity market
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POTENTIAL TRANSITION OF EXISTING CHINA A INDEXES

Current Proposed June 2018

Name Change China A

China A :
Domestic

China A Name Change China A
LC Prov.

Discontinued

Intl LC Prov.

Launch of the new indexes China A
Connect compatible |na.
Reflect the A shares in MSCI EM overtime Inclusion

Launch of the new indexes
Connect compatible China A

Full Suite (L,M,S), Sectors, Factors
Sector / Factor Indexes

Description

MSCI China A Domestic Indexes
e Stand alone domestic index offering broad exposure to
China A shares

MSCI China A International Indexes
* Potential A shares components of the MSCI Emerging
Markets based on unlimited market access to A shares

MSCI China A Large Cap Provisional Index
* Index reflecting A shares to be added to Emerging Markets
inJune 2018

MSCI China A Inclusion Index

* Pro-forma A shares components of the MSCI EM Index
post initial inclusion

* Further inclusion of A shares will be reflected at the time
of the implementation

MSCI China A Indexes

e Full suite of indexes built on the basis of the MSCI China A
International Indexes, reflecting the Stock Connect
constraints

* The China A Large Cap Index will have the same index composition

M S C I —— as the China A Inclusion Index before further A shares inclusion to EM
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CHINA A OFFERING ROADMAP

June 2018 20XX 20XX

(addition of Large Caps on Connect) (addition of Mid Caps on Connect) (Full Inclusion)

——————————————— >

China A | > China A s
Inclusion Inclusion
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KEY DATES

August 2017 e - Launch of global and regional provisional indexes

- Announcement of the final corporate events and suspensions methodology as well as the

Q42017 ‘e final transition plan
® - Implementation of the methodology changes and the transition plan*
June2018 e - Inclusion of A shares in the MSCI Emerging Markets Index with an inclusion factor of 2.5%
September 2018 @ - Increase in the inclusion factor to 5%

* The final date and scope of the changes will be confirmed after the consultation is closed.
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CORPORATE EVENTS AND INDEX
REVIEW MAINTENANCE OF STOCK
CONNECT SECURITIES
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OVERVIEW

* |n order to reflect accessibility of securities trading on Stock Connect and keep
MSCI Indexes replicable, methodologies need to be enhanced in order to
accurately reflect the investment process of Stock Connect investors

e MSCI will generally implement corporate events as per the current Corporate
Events Methodology for all types of events except for cases when Stock Connect
is closed but the onshore Chinese domestic market* is trading

 MSCI will enhance the current prolonged suspension treatment applied to
Chinese securities by transitioning from monthly to daily evaluation and
immediate deletion from MSCI Indexes

* Onshore markets pertains to Shanghai and Shenzhen Stock Exchanges where domestic China A shares are listed
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REFLECTING MARKET CLOSURE OF STOCK CONNECT

Onshore market and Stock Onshore market -> Trading

Stock Connect -> Closed

Connect is open/closed
concurrently

Non Market Neutral
Market Neutral & Non Market Neutral Events

Market Neutral Events Events
NO CHANGE
NO CHANGE (Implementation as per CHANGE
(Implementation as per current CE Methodology) (Postpone/ Pre.pone
current CE Methodology) Implementation)
| |

|

More details on the next slide

Note:

CE — Corporate Events
Market neutral events — Do not trigger a change in index weight of the impacted security

Non-Market neutral events — Typically result in changes in index weight / index membership. Portfolio adjustment is required to replicate the index change
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PROPOSAL FOR NEUTRAL & NON-NEUTRAL EVENTS

Market Neutral Events

Non-Market Neutral Events*

Type of events

PAF events

PAF events

Non PAF events

Events covered

DN NI N N NN

<

Stock Dividend

Split

Consolidation

Redemption

PAF due to Buyback

PAF due to Partial Acquisition
Rights Issue of non-trading asset
(PAF of 1)

Special dividend and capital
repayment**

v’ Rights Issue of common shares
v’ Spinoff

v' Merger

v Conversion

All Non PAF events
(Excluding suspension, IPO and other early
inclusion)

Proposed
Implementation

Implement events on their “ex” date
irrespective of Stock Connect Closure

When Stock connect is closed ->
Ex date is postponed to the next
trading day of Stock connect.
Previous day's price is carried
forward for the security.

Postpone the implementation effective date for
both Onshore and Stock Connect securities.
However, in some cases such as Delisting, MSCI
may prepone the implementation for both
onshore and “Stock Connect” securities.

Ex/Effective date of
events

Ex-date for both Onshore and Stock
connect securities will be same

In this case, Ex date will be
different for Onshore and Stock
connect securities

In case of Stock connect closure, the effective
date will be postponed/preponed for both
Onshore and Stock connect securities and will
have the same effective date.

* Discussion:

— Should MSCI postpone the implementation of market neutral events too?

— Do you foresee any issues with the proposal for Market neutral and Non-Market neutral?

MSCI

* PAF events require the application of price adjustment factors while Non-PAF events do not
** Similar to the proposed treatment for cash dividends as explained in the next slide
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PROPOSAL FOR CASH DIVIDENDS

ST
ZaN

U v

: Reinvestment on next trading
Reinvestment on ex-date
day after ex-date

Reinvestment — Same (above) treatment for cash dividend, special dividend and capital
repayment

Exchange Rate for Reinvestment — Stock Connect securities dividend reinvestment will happen
using Offshore exchange rate (CNH) instead of onshore exchange rate (CNY)

Discussion:

— Is such treatment for reinvestment on ex-date replicable?
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PROPOSAL: INTRA QUARTER ADDITIONS

IPO: Defer addition to the regular index reviews
e “Stock Connect” investors cannot participate in primary offerings
* Eligibility (Inclusion) to “Stock Connect” may not coincide with Onshore exchange

e All IPO securities will be reviewed for addition at subsequent Index Review according to
methodology

e Discussion: Should MSCI consider early inclusion for Stock Connect securities?

Other Early Inclusion Events: Addition at the time of the event

e Events such as spinoff, merger, acquisition, etc. except IPO, would lead to addition to the
index at the time of event if:

1. Security satisfies the inclusion criteria as defined in MSCI methodology, and

2. The eligibility (inclusion) to "Stock Connect" is announced on or before the day of
sending “Confirmed” corporate event announcement for the relevant event
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PROPOSAL: DAILY LIMIT BREACH

Stock Connect daily limit breached on the effective implementation date:
e Daily limit breach of Stock Connect can happen anytime during the trading session

e Given the uncertainty of the timing, MSCI proposes NOT to postpone the
implementation of corporate events and Index Review changes for Stock Connect A
shares when the Stock Connect daily limit is breached on the effective implementation
date

* Discussion:

— Do you agree with not postponing the implementation of index review changes and
corporate events?
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PROPOSAL: INDEX REVIEW IMPLEMENTATION

Closure of Stock Connect on an Index Review implementation date :

e Postpone the implementation of Index Review changes for Stock Connect A shares when
the Stock Connect is closed on the effective implementation date of the Index Review

e The postponed Index Review changes will be implemented two days after the next Stock
Connect trading day

e Discussion: Should MSCI postpone or prepone the implementation of index review
changes?
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PROPOSAL: PROLONGED SUSPENSION

e MSCI proposes to monitor Chinese securities (including A shares, B shares, H shares, P Chips, Red Chips and
foreign listings) under prolonged suspension on a daily basis and delete them by giving 2 business days’ notice
as soon as suspension reached 50 business days even if the security has pending corporate event

— This proposal is different compared to the current process wherein all suspended securities are evaluated
once a month and deleted at month-end

e Contrary to the current methodology®, MSCI also proposes to delete these securities irrespective of reason
for suspension, e.g., even securities with pending corporate event will be deleted

e Discussion:

— Should MSCI consider putting an exception and not delete the securities for the following instances?

O If the security is suspended pending regulatory approval or other reasons to complete the event (For
example — in acquisition, company waiting to get the delisting approval) and/or

O If the event for the security is already announced and/or partially implemented by MSCI

* In general, MSCI deletes securities that exceed the prolonged suspension thresholds (50 business days) on the last business day of each month regardless of the reasons for suspension,
except for securities pending corporate events, which are kept in the Indexes. Currently, MSCI considers “restructuring” as a corporate event for A-shares.
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SIMULATED IMPACT FOR THE EXISTING INDEXES

Current Index Pro forma Index # Securities One Way
Index Market # Sec. Index Market # Sec. Add Del Index
Cap Cap Turnowver*
MSCI China A Index 1,772,225 875 1,723,021 843 0 32 2.8%
MSCI China A International Index 966,770 459 940,625 441 0 18 2.7%
Note: All market caps are in USD millions. Data as of the close of July 18, 2017
Current Index Pro forma Index # Securities One Way
Index Market # Sec. Index Market # Sec. Add Del Index
Cap Cap Turnover*
MSCI China A Small Cap Index 505,170 1,262 480,435 1,216 0 46 4.9%
MSCI China A International Small Cap Index 429,975 1,561 409,680 1,504 0 57 4. 7%

Note: All market caps are in USD millions. Data as of the close of July 18, 2017

MSCI .
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PROPOSAL: SUSPENSIONS AT INDEX REVIEWS

MSCI proposes to implement the following suspension treatment for the MSCI China A Indexes, the MSCI China All
Shares Indexes and the MSCI China Indexes (starting from the inclusion of A shares in May 2018 SAIR):

Exclude non-constituent A shares suspended for more than 50 business days in the past 12 months from the
investable equity universe:

* Ashare securities that are currently not constituents of the Investable Market Indexes and had suspended for more than 50
days in the past 12 months would be excluded from the investable equity universe at the time of an Index Review

— The 50 business days threshold is consistent with the current prolonged suspension treatment

— The 12 months seasoning period is in-line with existing treatment for securities deleted due to Foreign Room issue and Ineligible Alert Board

e Discussion: Should MSCI further tighten the threshold for suspension, i.e., increasing the 12 months seasoning period and / or
decreasing number of days for suspension? *

Not implement index inclusion changes for Chinese securities suspended on the Index Review Price Cutoff date:

e MSCI propose not to implement any additions or migrations between size-segment for companies that are suspended on the
Index Review Price Cutoff date

— Status of such companies in the MSCI Indexes prior to the index review would be maintained

M S C I ’ X 1 * Simulations on the next slide ’



FURTHER TIGHTENING OF SUSPENSION THRESHOLDS?

e Given a relatively high number of suspensions in China A compared to other markets, should even further
tightening of the suspension thresholds be considered?

e Further tightening of the thresholds might improve investability of index and minimize potential liquidity risk
resulting from prolonged suspension, but at the expense of index representation

— Reducing the acceptable number of suspension days for index constituents may result in exclusion of
securities with pending corporate events, which are otherwise not suspended

— Increasing the seasoning period may delay the inclusion of certain securities when the suspension situation
has been improved

Simulated impact on the A shares inclusion in EM under various suspensions thresholds

No. of Constituents
| so [ 40 | 30 | 20 | 120 | 5

12-month seasoning period 222 221 219 211 196 175

Index weight in EM
50 | 40 | 30 | 20 | 10 | 5

12-month seasoning period 0.73% 0.73% 0.72% 0.70% 0.66% 0.60%

24-month seasoning period 0.60% 0.65% 0.64% 0.57% 0.49%  0.39% Data as of June 19, 2017
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TREATMENT OF THE DERIVED
INDEXES
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PROPOSAL FOR IMPLEMENTATION IN MSCI FACTOR,

THEMATIC, ESG & CAPPED INDEXES (DERIVED INDEXES

e China A securities in the MSCI GIMI Indexes will be weighted based on the partial inclusion factor applied on their free-float
adjusted market capitalization

* The MSCI Factor, Thematic, ESG and Capped Indexes (derived Indexes) will use the above adjusted Parent Index weights (post
application of the partial inclusion factor) while applying all aspects of their specific rebalancing methodology

— Indexes that include the application of optimization constraints based on Parent Index Weights (for example —in MSCI Minimum
Volatility Indexes, the constituent weight is limited to 20x the Parent Index Weight) will use the adjusted Parent Index Weights
for applying the constraints

— Indexes that use the Parent Index Constituent weight for sorting (for example — in the MSCI ESG Leaders Indexes, for
constituents with same ESG rating and score, the Parent Index weight is used to determine the rank) will use the adjusted Parent
Index Weights for ranking securities

* The weights resulting from the rebalancing of the derived indexes will not be adjusted further to account for the partial inclusion
criteria for China A securities

* This treatment may result in active weights for China A securities in some indexes where the constituent weight is not linked to the
Parent Index Weight (for example: MSCI Equal Weighted Indexes), however, it ensures the consistent application of the
corresponding methodology in all indexes”

e All valuation ratios used in the derived indexes methodologies (e.g. dividend yield, P/E, etc.) will be based on the offshore CNH rate

LAY “For example: The overall weight of China after partial inclusion of China A shares will be 12.5% (including 8% China A shares) compared
M S C I ) to the current weight of China at 6.03% in the MSCI ACWI Equal Weighted Index. Data as of June 19, 2017. 22






INDEX FEATURES AND INDEX HISTORY LINKING

Index Features Current Proposed Index Features

- Domestic benchmark

- Broad exposure

- Domestic Inclusion Factor
- Onshore CNY rate

China A - Domestic benchmark

- Broad exposure

Domestic Inclusion Factor
Onshore CNY rate

New Suspension Treatment

China A

Domestic

- A Shares full inclusion scenario - A shares full inclusion scenario
- Foreign Inclusion Factor - Foreign Inclusion Factor
- Onshore CNY rate - Onshore CNY rate

New suspension treatment

- China A International Indexes
China A reflecting Connect constraints

- Foreign Inclusion Factor

- Stock Connect compatible

- New suspension treatment

Index history linkage - Offshore CNH rate

China A - A shares components in EM
- Foreign Inclusion Factor

- Stock Connect compatible

- New suspension treatment
- Offshore CNH rate

Inclusion*

*Note for the MSCI China A Inclusion Index:

- Index history would be created based on the MSCI China A International Large Cap Index
with the enhanced suspension treatment applied
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TRADING SUSPENSION

No. of Suspension in MSCI China A International IMI

350

300

250

200

150

T T T T T
Jan-15 Jul-15 Jan-16 Jul-16 Jan-17 Jul-17

>3month >5month

>10 days >1month
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ABOUT MSCI

For more than 40 years, MSCl’s research-based indexes and analytics have helped
the world’s leading investors build and manage better portfolios. Clients rely on
our offerings for deeper insights into the drivers of performance and risk in their
portfolios, broad asset class coverage and innovative research.

Our line of products and services includes indexes, analytical models, data, real
estate benchmarks and ESG research.

MSCI serves 97 of the top 100 largest money managers, according to the most
recent P&l ranking.

For more information, visit us at 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.

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 MSCl 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
uct%_b_ave_:not been submitted to, nor received approval from, the United States Securities and Exchange Commission or any other regulatory body.
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