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1 Introduction 

The objective of the MSCI/PREA U.S. ACOE Quarterly Property Fund Index (Unfrozen) (“U.S. ACOE 
PFI”) is to represent the performance of the U.S. based core diversified open-ended commingled real 
estate funds for institutional investors. The index is value-weighted, based on the weighted average equity 
of its constituent property funds each quarter and is denominated in United States Dollars (USD).  
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2 Methodology Documentation Set 

The construction and maintenance rules for the U.S. ACOE PFI are collectively described in the following 
documents: 

2.1 MSCI Real Estate Index Policies 

The MSCI Real Estate – Index Policies document describes the various governance policies related to 
the construction, maintenance and termination of the MSCI Private Real Estate Indexes to provide 
consistency in decisions and avoid ambiguity in its responses to particular events. 

2.2 MSCI Property Fund Indexes Methodology  

The MSCI Property Fund Indexes Methodology describes the general methodology that is being used for 
the calculation of the MSCI Property Fund Indexes and includes the methodology for the index 
composition, data requirements and index calculation methodology.  

2.3 MSCI/PREA U.S. ACOE Quarterly Property Fund Index (Unfrozen) 
Methodology 

This document includes the rules and methods specific to the U.S. ACOE PFI. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://www.msci.com/documents/1296102/1311232/MSCI+Real+Estate+-+Index+Policies.pdf/3ff76e55-16e6-d0a1-0521-bf1ee0e12ded?t=1560338188287&download=true
https://www.msci.com/documents/1296102/1311232/MSCI+Property+Fund+Indexes+Methodology.pdf/c6aa6d08-aba2-e608-be91-d69d53864256?t=1560338186894&download=true
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3 Methodology Documentation Set 

3.1 Initial Inclusion Requirements 

Inclusion Requirements for MSCI/PREA U.S. ACOE Quarterly Property Fund Index (Unfrozen) 

In addition to the standard MSCI requirements for property fund indexes (refer to MSCI Property Fund 
Indexes Methodology for further details) , there are additional eligibility requirements for initial inclusion in 
the U.S. ACOE PFI. The U.S. ACOE PFI comprises of funds that adhere to specific criteria relating to their 
investment mandate and their structure. For inclusion in U.S. ACOE PFI with history, funds must meet the 
following criteria based on the latest data at the point of inclusion. Fund must: 

1. Be a professionally managed pooled/commingled property fund providing access to direct property 
returns for institutional investors. Fund of property funds, Debt funds and Property derivative funds are 
not eligible for inclusion within the index. 

2. Be an Open-ended or Semi Open-ended fund. In case a fund closes to new contributions or 
redemptions for a sustained period of time, its inclusion in the index will be reviewed. 

a) Semi open-ended funds are open-ended funds where investors may be subject to an initial 
“lock up”, typically for the first 3 to 5 years of the life, during which either:  

i. investors are not permitted to redeem their investment 

ii. redemptions by investors are restricted to a maximum fixed percentage of their 
investment in any one year 

3. Have a Gross Asset Value1 (GAV) greater than USD 150 Million. 

4. Have at least 95% of the Gross Asset Value (GAV) invested in assets within the U.S.A.  

5. Have at least 85% of the fund’s Gross Asset Value invested in Direct Real Estate properties (by capital 
value).  

6. Funds where the General Partner/Manager or equivalent for the fund has a discretionary mandate to 
manage its investments, are included in the index.  

7. Fund is incorporated using a recognized legal structure. 

8. Fund should have a ‘core’ investment mandate, as reported by the fund. 

9. 80% of all Direct assets (by capital value) must be invested in ‘core’ property types which include 
Retail, Office, Industrial, Apartments and Self-storage properties. 

 

1 Gross Asset Value (GAV) is derived as a sum of Direct Real Estate Properties, Cash, Mezzanine Loans (Debt Investment), Indirect Real 
Estate , Real estate derivatives, Forward Commitments & Other Assets 

https://www.msci.com/documents/1296102/1311232/MSCI+Property+Fund+Indexes+Methodology.pdf/c6aa6d08-aba2-e608-be91-d69d53864256?t=1560338186894&download=true
https://www.msci.com/documents/1296102/1311232/MSCI+Property+Fund+Indexes+Methodology.pdf/c6aa6d08-aba2-e608-be91-d69d53864256?t=1560338186894&download=true
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10. Not more than 50% of all Direct assets (by capital value) should belong to a single sector i.e., Retail, 
Office, Industrial, Apartments, Self-storage and Other properties.  

11. 80% of all direct property capital value must be invested in Held - Stabilized properties as per active 
management segmentation2  i.e., those that are more than 75% leased for more than half of the 
reporting period. Additionally, this calculation doesn’t consider properties purchased in the last four 
quarters. 

12. Loan to value (LTV) of the fund not to exceed an average of 40% over a six-quarter rolling period, 
where LTV is defined as a ratio of Gross Debt to Gross Asset Value of the fund.  

13. Funds must provide the data to calculate underlying direct property performance measured by MSCI, 
at least quarterly. 

14. Funds must provide the data required for fund reconciliation analysis to MSCI, at least quarterly. 

15. Participating funds must agree for the fund’s name, date of inclusion in the index, and date of exclusion 
from the index to be included in all the index releases and associated materials. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2 Refer to section 3.2.6 of MSCI Property Indexes Methodology document 

https://www.msci.com/documents/1296102/1311232/MSCI+Property+Indexes+Methodology.pdf/a33f5a6c-a5e4-4d18-f460-d8c537ded968
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3.2 Change in Composition 

The addition of new funds and withdrawal/termination of existing funds are normal events in the evolution 
of the MSCI Property Fund Indexes. For the U.S. ACOE PFI, additional requirements and clarification have 
been provided below. 

New Funds: 

a) are required to provide data of their investment performance as per requirements3, subject to a 
minimum of either five years or the period from date of launch of the fund. 

Removed/Withdrawn Funds: 

a) Withdrawal from the index should be through written communication to MSCI.  

Re-admitted Funds: 

a) In order to be re-admitted to the index, the funds must provide MSCI with the data to calculate 
their investment performance during the whole period since their last inclusion in the index. 

b) Re-admitted funds are subject to the same eligibility requirements as potential new constituents. 

Formal communication of a material change in the index composition will be done through an Index 
Announcement made available at www.msci.com, in accordance with the thresholds as defined in the 
MSCI Real Estate – Index Policies.  

 

3.3 Index Series 

The standard index publication comprises of MSCI/PREA U.S. ACOE Quarterly Property Fund Index 
(Unfrozen) which is the headline index series of U.S. ACOE PFI and includes funds that meet the criteria 
for inclusion as defined in section 3.1, of this methodology document. The index measures gross and net 
of fees total return of property funds and has a base date of December 2007. 

 

 

 

 

 

3 refer section 3 of the MSCI Property Fund Indexes Methodology 

https://www.msci.com/documents/1296102/1311232/MSCI+Real+Estate+-+Index+Policies.pdf
https://www.msci.com/documents/1296102/1311232/MSCI+Property+Fund+Indexes+Methodology.pdf/c6aa6d08-aba2-e608-be91-d69d53864256
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3.4 Quarterly Eligibility Assessment of Index Constituents 

The fund characteristics may change over time either strategically or temporarily due to market 
movements or transaction activity. The quarterly review of eligibility is designed to ensure that the index 
composition is aligned with index inclusion criteria on an on-going basis. An observation period for funds 
temporarily not aligned to the index inclusion criteria is aimed at stability of index composition. Both 
quarterly review of eligibility and observation period ensures on-going review of index composition and 
reporting using a rules-based approach. 

 

Quarterly Review: Following the index inclusion, MSCI reviews the constituent funds of the U.S. ACOE 
PFI every quarter for their eligibility into the index based on the certain rules, as listed in Appendix 7.1. Any 
non-adherence to the criteria based on quarterly eligibility assessment of the funds will result in a rules-
based index exclusion, subject to the observation period, where applicable. 

The rules within the scope of Quarterly Review and Observation Period are listed in Appendix 7.1. 

 

Observation Period is defined as a time window of four quarters in which MSCI will monitor the existing 
index funds that are in temporary non-adherence to a particular criteria. Any non-adherence to the specific 
inclusion rule for four consecutive quarters will result in rules-based exclusion of the fund in the fourth 
quarter . 

See Exhibit 1 below for illustration of methodology of observation period applicable to the index. 

 

Exhibit 1: Illustration Of Methodology – Observation Period For Existing Index Constituents 

 Period  
1 

Period 
2 

Period  
3 

Period 
4 

Period 
5 

Period 
6 

Period 
7 

Period 
8 

Period  
9 

Period 
10 

Inclusion rule 
compliance         
(Yes / No) 

Yes Yes No No No No No No Yes Yes 

 Observation Period Prior to 
Exclusion Fund excluded from the index 

No observation 
period before Re 
admission of fund 

Index Inclusion 
Status                        

(Yes / No) 
Yes Yes Yes Yes Yes No No No Yes Yes 
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4 Data Provision Requirements  

4.1 Net Asset Value Reporting Requirements  

In addition to the standard requirements, as part of the MSCI Global Data Standards for Real Estate 
Investments, there are additional requirements for the Net Asset Value reporting. These requirements are: 

 
a) Funds are required to report their NAV at least quarterly and should have done so for the whole 

of the period of their performance history within the index.  
 

b) Each fund’s NAV should be based on the quarterly revaluation of 100% of the assets and 
liabilities.The valuation must also cover properties held through joint or indirect investments. Any 
other indirect property investments, such as shares in listed property companies and derivatives, 
should also be re-valued. 
 

c) Constituents of the index should calculate their NAV data on a consistent basis from quarter to 
quarter. The method of calculation should be either based on a recognized methodology as 
determined by international or local accounting standards or specified in the fund’s articles of 
incorporation. 
 

d) Constituent funds must agree to disclose the basis of NAV computation to MSCI. 
 

e) Constituent funds of the index must provide MSCI, independent confirmation of the fund’s NAV. 
This validation can take the form of an external auditor’s statement of NAV or statements of value 
from an independent external appraiser. 
 

f) The revaluation of the property portfolio should be undertaken at least quarterly by a third party 
appraiser. 
 

g) NAV used in performance calculations is net of fund management fees. 
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5 Index Calculation Methodology 

The MSCI/PREA U.S. ACOE Quarterly Property Fund Index is constructed by applying Modified Dietz 
computation methodology as detailed in the MSCI Property Fund Index Methodology.  

5.1 Unfrozen History Reporting 

The U.S. ACOE PFI returns are unfrozen, which means they do not have fixed histories and returns will be 
updated when new data becomes available, or corrections are made. Therefore, inclusion of a new fund 
with historic data impacts the historical index returns. MSCI evaluates from time to time to determine if it 
is suitable to freeze the Index.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://www.msci.com/documents/1296102/1311232/MSCI+Property+Fund+Indexes+Methodology.pdf/c6aa6d08-aba2-e608-be91-d69d53864256
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6 PREA | MSCI U.S. Index Advisory Board (USIAB) The USIAB  

The USIAB is an advisory group of users and data providers for the U.S. ACOE PFI. The functions of this 
group include: 

a) Providing feedback to MSCI on the development of content for the index. 
b) Providing feedback to MSCI on the inclusion and classification rules for funds within the index, 

based on investment mandates and actual data. 
c) Providing feedback to MSCI on changes to the technical specification or the rules of the index. 

 
MSCI retains sole discretion over the index methodology, its application and any changes. 
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7   Appendix 

7.1 Inclusion criteria for MSCI/PREA U.S. ACOE Quarterly Property Fund 
Index (Unfrozen) 

# Index Inclusion Rules and Data Requirements 

Eligibility 
reviewed at the 

point of 
inclusion 

Quarterly 
review of 
eligibility 

Observation 
period 

1 Fund must be a professionally managed 
commingled/pooled property fund providing access to 
direct property returns for institutional investors 

Yes -- -- 

2 Fund must be Open-ended or Semi open-ended fund Yes -- -- 

3 Fund must have a Gross Asset Value4 (GAV) greater 
than USD 150 million 

Yes -- -- 

4 At least 95% of the fund’s GAV invested in assets 
within the U.S.A 

Yes -- -- 

5 At least 85% of the fund’s GAV is invested in Direct 
Real Estate properties (by capital value) 

Yes Yes 4 quarters 

6 The General Partner/Manager or equivalent for the fund 
has a discretionary mandate to manage its investments 

Yes -- -- 

7 Fund is incorporated using a recognized legal structure Yes -- -- 

8 Fund should have a ‘core’ investment mandate as 
reported by the fund 

 

Yes -- -- 

9 80% of all Direct property (by capital value) must be 
invested in “core” property types which includes Retail, 
Office, Industrial, Apartments & Self-storage properties 

Yes Yes 4 quarters 

10 Not more than 50% of all Direct property (by capital 
value) should belong to a single sector i.e., Retail, 
Office, Industrial, Apartments, Self-storage & Other 
properties 

Yes Yes 4 quarters 

 

4 Gross Asset Value (GAV) is derived as a sum of Direct Real Estate Properties, Cash, Mezzanine Loans (Debt Investment), 
Indirect Real Estate , Real estate derivatives, Forward Commitments & Other Assets 
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 # Index Inclusion Rules and Data Requirements 

Eligibility 
reviewed at the 

point of 
inclusion 

Quarterly 
review of 
eligibility 

Observation 
period 

11 80% of all direct property capital value must be 
invested in either: 

 

a) Held Stabilized as per active management 
segmentation  i.e., those that are more than 75% leased 
for more than half of the reporting period, or  

 

b) Purchased assets that are more than 75% leased at 
the end of reporting period 

Yes Yes 4 quarters 

12 Loan to value (LTV) of the fund not to exceed an 
average of 40% over a six quarter rolling period 

Yes Yes 4 quarters 

13 Fund must provide the data to calculate underlying 
direct property performance measured by MSCI, at 
least quarterly 

Yes Yes -- 

14 Funds must provide the data required for fund 
reconciliation analysis to MSCI, at least quarterly 

Yes Yes -- 

15 Participating funds must agree for the fund’s name, 
date of inclusion in the index, and date of exclusion 
from the index to be included in all the index releases 
and associated materials 

Yes -- -- 
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8 Versioning Table 

Version Publication Date Key Changes 

V1 July 2022 Release of the MSCI/PREA U.S. ACOE Quarterly Property Fund 
Index (Unfrozen) Methodology  

V2 November 2025 Clarification to inclusion rule 11 in section 3.1 Initial inclusion 
requirements. 
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Contact us 

About MSCI Inc. 

MSCI (NYSE: MSCI Inc.) strengthens global 
markets by connecting participants across the 
financial ecosystem with a common language. 
Our research-based data, analytics and indexes, 
supported by advanced technology, set 
standards for global investors and help our clients 
understand risks and opportunities so they can 
make better decisions and unlock innovation. We 
serve asset managers and owners, private-
market sponsors and investors, hedge funds, 
wealth managers, banks, insurers and corporates. 

To learn more, please visit www.msci.com 
msci.com/contact-us 

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. 
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