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1 INTRODUCTION

MSCI estimates the economic exposure of a company based on the geographic distribution
of its revenues. The economic exposure of a company canserveas a complementaryoran
alternative definition of the country factor that has traditionally been derived from a
company’s country of domicileand primary listing.

The MSCI Economic Exposurelndexes aimto reflect the performance of companies with
high economic exposureto specific regionsand countries. The MSCI Economic Exposure
Indexes could be based on exposureto different regions or countries such as:

e Developed markets indexes with high exposureto developed markets / emerging
markets / specific regions such as Asia Pacific, etc.

e Emerging markets indexes with high exposureto developed / emerging markets.

e Domestic exposureindexes, for example, MSCI USA constituents with high exposureto
USA.

The design of the MSCI Economic Exposure Indexes aims to strikea balance between high
exposureto the target region and adequate market cap coverage. Index stability, reflected
inastablenumber of securities, consistent market cap coverageand lowindexturnover are
additional desirablefeatures of the methodology.

This document describes a generic methodology that can be applied to create MSCI
Economic Exposure Indexes from any existing MSCI Equity Index.
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INDEX CONSTRUCTION METHODOLOGY

APPLICABLE UNIVERSE

The applicableuniverseincludes all the existing constituents of an underlying MSCI parent
index (herein, a “Parent Index”). This approachaimsto providean opportunity setwith
sufficientliquidity and capacity. Therelevant MSCI Parent Index would be any country or
regional equity index.

SECURITY SELECTION

All the existing constituents of the relevant MSCI ParentIndex are ranked based on their
economic exposureto the target region or country. The details of determining the economic
exposure of a companyto atarget region or country areset forth in Appendix |. The MSCI
Economic Exposurelndexes areconstructed with a fixed number of companies approach. A
target number of companies is predetermined for every MSCI Economic Exposure Index with
anaimto attain a high exposureto the target region or country with reasonable marketcap
coverage. The rules for arrivingata fixed number of companies atinitial constructionare
explainedin AppendixII.

For example, inthe caseofthe MSCI World with EM Exposurelndex, all the constituents of
the MSCI World areranked accordingto their EM exposure. The top 300 companies with the
highesteconomic exposureto emerging markets areselected for inclusioninto the MSCI
World with EM Exposure Index.

WEIGHTING SCHEME

For a givenrebalancing effective date, all thesecurities eligible for inclusion in the MSCI
Economic Exposurelndexes areweighted by the product of their market capitalizationand
economic exposure. The final security level inclusion factor is determined as the ratio of the
security level weightand the security level proforma market cap weight inthe relevant
MSCI ParentIndex.

REBALANCING FREQUENCY

The MSCI Economic Exposurelndexes arerebalanced semi-annually. This approach aims to
capturetimely updates to economic exposures of companies and coincides with the
rebalancing frequency of the relevant MSCI Parent Indexes. In addition, buffer rules are
applied atthe time of the semi-annual rebalancing to mitigateturnover of the MSCI
Economic ExposureIndexes.
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BUFFER RULES

To reduce index turnover and enhance index stability, buffer rules areapplied at20% of the
fixed number of companies inthe MSCI Economic Exposure Indexes. For example, the MSCI
World with EM Exposure Index targets 300 companies and the buffers areapplied between
rank241and 360.The companies inthe MSCI ParentIndex with an economic exposurerank
atorabove 240 will beadded to the MSCI World with EM Exposurelndex on a priority basis.
The existing ParentIndex companies thathavean economic exposurerank between 241 and
360 arethen successively added until the number of companies inthe MSCI World with EM
Exposurelndex reaches 300. Ifthe number of companies is below 300 after this step, the
remaining companies inthe Parent Index with the highesteconomic exposurerankare
added until the number of companies in the MSCl World with EM Exposurelndex reaches
300. In the event of multiplecompanies havinga rank of 300, all thecompanies with an
economic exposurerankof 300 areincluded inthe MSCI World with EM Exposure Index.
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MAINTAINING MSCI ECONOMIC EXPOSURE INDEXES

SEMI-ANNUAL INDEX REVIEWS

The MSCI Economic Exposurelndexes arerebalanced ona semi-annual basis, usually as of
the closeofthe lastbusiness day of May and November, coinciding with the May and
November Semi-Annual Index Review of the MSCI Investable MarketIndexes . The pro
forma MSCI Economic ExposureIndexes arein general announced ninebusiness days before
the effective date.

At eachrebalancing, a constraintfactoris calculated for every constituentin the MSCI
Economic Exposurelndex. The constraintfactorisdefined as the weight of a constituentin
the MSCI Economic ExposureIndex at the time of the rebalancingdivided by its weightin
the MSCI Parent Index. The constraintfactor as well as theconstituents intheindex remain
constant between indexreviews exceptincaseof corporateevents as described below.

ONGOING EVENT RELATED CHANGES

The general treatment of corporate events inthe MSCI Economic Exposurelndexes aims to
minimizeturnover outside of Index Reviews. The methodology aims to appropriately
represent aninvestor’s participationinaneventbased on relevantdeal terms and pre-event
weighting of the index constituents thatare involved. Further,changes inindex market
capitalization thatoccur as a result of corporate event implementation will be offset by a
corresponding changeintheVariable Weighting Factor (VWF) of the constituent.

Additionally, ifthefrequency of Index Reviews inthe Parent Indexis greater than the
frequency of Index Reviews inthe MSCI Economic ExposureIndex, the changes madeto the
ParentIndex duringintermediate Index Reviews will be neutralized in the MSCI Economic
Exposurelndex.

The followingsection brieflydescribes the treatment of common corporate events within
the MSCI Economic ExposureIndexes.

No new securities will beadded (except where noted below) to the Index between Index
Reviews. ParentIndex deletions will be reflected simultaneously.

EVENT TYPE EVENT DETAILS

New additions to the Parent Index A new security added to the parentindex
(suchas IPO and other earlyinclusions)
will notbe added to the index.
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Spin-Offs All securities created as a resultof the
spin-off of an existing Index constituent
will beadded to the Index atthe time of
event implementation. Reevaluation for
continuedinclusioninthelndex will occur
at the subsequent Index Review.

Merger/Acquisition For Mergers and Acquisitions, the
acquirer’s posteventweight will account
for the proportionateamountof shares
involvedin deal consideration, whilecash
proceeds will beinvested across the
Index.

IfanexistingIndex constituentis acquired
by a non-Index constituent, the existing
constituentwill bedeleted fromthe Index
andthe acquiringnon-constituentwill not
be added to the Index.

Changes in Security Characteristics A security will continueto be an Index
constituentifthere arechangesin
characteristics (country, sector, size
segment, etc.) Reevaluation for continued
inclusioninthelndex will occur atthe
subsequentIndex Review.

Further detail andillustration regarding specifictreatment of corporate events relevantto
this Index can be found inthe MSCI Corporate Events Methodology book under the sections
detailing thetreatment of events in Capped Weighted and Non-Market Capitalization
Weighted indexes.

The MSCI Corporate Events methodology bookis availableat:
https://www.msci.com/index-methodology
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APPENDIX |I: DETERMINATION OF COMPANY LEVELECONOMIC
EXPOSURE

ESTIMATING ECONOMIC EXPOSURE OF COMPANIES

The economic exposure of a company to a target region or countryis the proportion of its
revenues coming from that region. As a general principle, MSCl estimates economic
exposurefrom the geographic segment distribution of revenues by final markets/destination
as reported by a company and the GDP weight of the countries and regions within a specific
geographic segment.

For example, inthe case of determining EM exposure, all countries and regions (including
frontier markets) except developed markets are included for the calculation of the EM
exposure of a company. The emerging markets multiplier (EM Multiplier) of a reporting
geographic segment is the GDP weight of the emerging market countries within that
segment. The EM exposure of a securityis derived as the weighted average of the
percentage segment revenue and the EM Multiplier.

The GDP data usedis the most recent nominal GDP data of countries as reported by IMF and
World Bank.

Exhibit 1: Example Calculation of EM Exposure for ABC Ltd.

Segment Revenue (5 mil) Revenue (%) EM Multiplier EMX contribution
France 2,000 12% 0.00 0.00
Rest of Europe 3,000 18% 0.20 0.04
United States 5,000 30% 0.00 0.00
lapan 4,000 24% 0.00 0.00
Rest of Asia 1,500 9% 0.95 0.09
Rest of the World 1,000 6% 0.67 0.04
Total 16500 100% 0.16

REVENUES BY FINAL MARKETS/DESTINATION

As a general principle, when a company reports revenue distributions by subsidiary locations
and by final markets/destination, therevenue distribution by final markets/destinationis
used.

Forre-insurancefirms, the geographic segment data may be reported by subsidiary
locations or by ceding company locations. The subsidiary locationisthelocation of the
reinsurance company subsidiary thatis generatingtherevenue, whilethe cedingcompanyis

© 2017 MSCl Inc. All rights reserved. Please refer to the disclaimer at the end of this document. MSCI.COM | PAGE 8 OF 14
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the insurancecompanythatpasses a partorallofits risks fromits insurance portfolio to the
reinsurancefirm. The geographic segment distribution of revenues by ceding company
locationsisused wherever possiblefor estimating economic exposure.

Inthe caseofcompanies thatreport revenues only by source of production or operations
(e.g., mininglocationsor Assets) and thereis noreported information on revenues by end
markets or customer segments, the geographic segment revenues reported by source of
production or operations may beused to estimatethe company’s economic exposure.In
cases wherecompanies report geographic segment revenues by production sourceand
based onsales fromend markets (by volume), the distribution of sales by volumeis used to
estimate economic exposure.

GEOGRAPHIC SEGMENTS REPORTED ACROSS MULTIPLE BUSINESS LINES

Ifa company reports its geographic segments for each of its businesslines, the economic
exposureis estimated at each business segmentand then aggregated at the company level
usingthe business segmentrevenue weights. For example,a company may present the
following geographicsegmentrevenue information:

Segment Revenue Revenue (%)
General Insurance
Asia 90 90%
Rest of the World 10 10%
Total 100 100%
Life Insurance
Asia 80 40%
Europe 60 30%
Rest of the World 60 30%
Total 200 100%
Total consolidated 300

Inthis case, the aggregate exposure of the company is a weighted average of individual
business segment exposures (with the weights beingthe individual business segment
revenues). In cases where the geographic segment informationisonly available for some of
the businesssegments, the exposure of the business segments where geographic segment
informationis unavailableis assumed to be inthe same proportion as thebusiness segments
for which the informationisavailable.
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GEOGRAPHIC SEGMENT REVENUES REPORTED AS EITHER “PREDOMINANTLY”
OR “MORE THAN X%”

IF THE GEOGRAPHIC SEGMENTS ARE REPORTED AS “PREDOMINANTLY/SUBSTANTIALLY
FROM JAPAN”, ALL OF THE FIRM’S REVENUES ARE ASSIGNED TO JAPAN.

IF THE GEOGRAPHIC SEGMENTS ARE REPORTED AS “MORE THAN X% COMING FROM
JAPAN” THEN

o [fx>=90%, all of the firm’s revenues are assigned to Japan

e [fx<90%, Japanis assigned x% of the firm’s revenues and Rest of the Worldis assigned
(100-x)%

REVENUES FOR BANKS AND INSURANCE COMPANIES

The revenues for Financial companies are determined as the sum of Net Interest Income
(NI1) + Commissions and Fees +Realized Gains on Sales of Investments — Impairment Losses
Recognized for Earnings +Insurance Premiums +Other Revenues.

Insurance companies’ total incomeis defined as the sum of net premiums + fees +
investment income + commissions +other income.

Ifsuch datais notavailable, thenthe geographic segment revenue distributionasreported
by the companyis considered for estimating economic exposure.

OTHER RELEVANT METRICS WHERE THE GEOGRAPHIC DISTRIBUTION OF
REVENUES IS NOT REPORTED

For companies thatdo not report geographic distribution of revenues, other metrics such as
the geographic distribution of dividends frominvestment portfolios (for holding companies),
creditexposures (for banks), assets and other relevant metrics (number of restaurants or
sales by volume) as reported by the company may be used to estimate economic exposure.

© 2017 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document. MSCI.COM | PAGE 10 OF 14
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APPENDIX II: RULES TO DETERMINE FIXED NUMBER OF COMPANIES

AT INITIAL CONSTRUCTION

1. The Economic Exposurelndex can be constructed based on the relevant MSCI Parent
Index as longas the number of companiesintheParentIndexisatleast5.

2. Rankthe companiesintheParent Index by their Economic Exposure

3. Select the number of companies such thatthe followingcriteriaaresatisfiedin the
order of priority
- Minimumcompany level exposureof atleast25%
- Free floatmarketcapitalization coveragein the ParentIndex between 20%and 40%
- Number of companies between 10% - 40% of the number of companies inthe

ParentIndex
4. The selected number is then rounded off to the neareststep based on the following

rules toarriveatthe final number of companies inthe MSCI Economic ExposureIndex at
initial construction

Upward rounding off is done depending on the number of companies obtainedinthe
steps outlined above.

- Ifnumber <= 25,nearestrounding=5 companies
- Ifnumber >25 but <= 100, nearestrounding =10 companies
- Ifnumber > 100 but <= 300, nearest rounding=25 companies

- Ifnumber >= 300, nearestrounding=50 companies

Note thatifthere are multiple companies with the samerankthen the number of

companies may deviate from the predetermined target number of companies for the index.
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The following sections have been modified since May 2014:

e Appendixinthe previous version of the methodology book describing the Corporate
Events treatment has been deleted. The details onthe Corporate Events treatment are
now includedin Section 3.2.

© 2017 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document. MSCI.COM | PAGE 12 OF 14



MSCI

CONTACT US

clientservice@msci.com

AMERICAS

Americas
Atlanta
Boston
Chicago
Monterrey
New York
San Francisco
Sao Paulo
Toronto

MSCI ECONOMIC EXPOSURE INDEXES METHODOLOGY | JUNE 2017

18885884567 *
+ 14045513212
+16175320920
+13126750545
+528112534020
+1212804 3901
+1415836 8800
+55113706 1360
+1416628 1007

EUROPE, MIDDLE EAST & AFRICA

Cape Town
Frankfurt
Geneva
London
Milan
Paris

ASIA PACIFIC

China North
China South
Hong Kong
Mumbai
Seoul
Singapore
Sydney
Taipe
Tokyo

* = toll free

+27216730100
+496913385900
+41228179777
+44207618 2222
+390258490415
0800915917 *

108008521032 *
108001521032 *
+ 85228449333

+912267849160

0079885213392 *

8008523749 *

+61290339333
00801127513 *
+ 81352901555

ABOUT MSCI

For more than 40 years, MSCl’s research-
basedindexes and analytics have helped
the world’s leadinginvestors build and
manage better portfolios. Clients relyon
our offerings for deeper insights into the
drivers of performanceandriskin their

portfolios, broad assetclass coverageand
innovativeresearch.

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

MSCI serves 98 of the top 100 largest
money managers, accordingto the most
recent P&I ranking.

For more information, visitus at

WWW.msci.com.

© 2017 MSClI Inc. All rights reserved. Please refer to the disclaimer at the end of this document.

MSCI.COM | PAGE 13 OF 14


file://int.msci.com/root/London/lib/Marketing/London/Rebranding%20Project/Templates/New%20Logo/Nearly%20There/www.msci.com

MSCI .

NOTICE AND
DISCLAIMER

MSCI ECONOMIC EXPOSURE INDEXES METHODOLOGY | JUNE 2017

* This document and all of the information contained in it, including without limitation all text, data, graphs, charts (coll ectively, 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 EXPRESS LY
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.

|t is not possible to invest directly in an index. Exposure to an asset class or trading strategy or other cate gory 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. MSCl 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. MSCl 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 MSCl 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 strat egy.

* Constituents of MSCl equity indexes are listed companies, which are included in or excluded from the indexes according to the a pplication 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.

* MSCl receives compensation in connection with licensing its indexes to third parties. MSCl Inc.’s revenue includes fees based on assets in Index
Linked Investments. Information can be found in MSCl 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 MSCl 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 MSCl, and may also purchase research or other products or services from MSCl ESG Research. MSCl 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.

* Any use of or access to products, services or information of MSCI requires a license from MSCI. MSCI, Barra, RiskMetrics, IPD, FEA, InvestorForce,
and other MSCI brands and product names are the trademarks, service marks, or registered trademarks of MSClI or its subsidiaries in the United
States and other jurisdictions. The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and
Standard & Poor’s. “Global Industry Classification Standard (GICS)” is a service mark of MSCI and Standard & Poor’s.
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