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1 INTRODUCTION 

The methodology book applies to the construction and maintenance of the following 

indexes: 

Index Parent Index 

MSCI USA Select Quality Yield Index MSCI USA Index 

MSCI Emerging Markets Select Quality Yield Index MSCI Emerging Markets Index 

MSCI United Kingdom Select Quality Yield Index MSCI United Kingdom Index 

MSCI Europe ex UK Select Quality Yield Index MSCI Europe ex UK Index 

 

These Indexes are designed to represent the performance of companies that have relatively 

higher dividend yield and high Quality scores within the Parent Index universe of securities. 



 

 
 MSCI.COM | PAGE 4 OF 11 © 2019 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document. 

 

METHODOLOGY BOOK FOR: MSCI USA SELECT QUALITY YIELD INDEX, MSCI EMERGING 
MARKETS SELECT QUALITY YIELD INDEX, MSCI UNITED KINGDOM SELECT QUALITY 

YIELD INDEX, MSCI EUROPE EX UK SELECT QUALITY YIELD INDEX | MAY 2019 

2 INDEX CONSTRUCTION METHODOLOGY 

2.1 DEFINING THE ELIGIBLE UNIVERSE  

All securities belonging to the underlying Parent Index are eligible for inclusion in the Index, 

with the exception of securities classified in the Equity Real Estate Investment Trusts 

Industry as per the Global Industry Classification Standard (GICS®). Real Estate Investment 

Trusts (REITs) have structurally very high dividend yield and, if included, would represent a 

very significant proportion of the Index. 

2.2 SECURITY SELECTION 

The security selection is a two-step process:  

 In the first step, rank all constituents of the Parent Index in descending order of 

their Quality Scores and select the top 50% by number of securities.  

The quality score for each security is calculated by combining the z-scores of three 

winsorized fundamental variables, Return on Equity, Debt to Equity and Earnings 

Variability for all Parent Index constituents. A given variable z-score for a security is 

calculated using the mean and standard deviation of the corresponding variable 

computed within the MSCI Parent Index. After calculating component variable z-

scores, a composite z-score for each security is computed by taking an equal-

weighted average of the component z-scores. 

For further details on the Quality Scores calculations, please refer to the MSCI 

Quality Indexes methodology1. 

 In the second step, rank all securities selected in the first step in descending order 

of their dividend yield2, and select the top 50% by number of securities, subject to a 

minimum of 30 securities being selected, for inclusion in the index 

In case there are less than 30 securities available after the first step,all the securities 

will be included in the Index without any dividend yield screening. 

  

                                                      
1 https://www.msci.com/index-methodology 

2 For definition, please refer to MSCI Fundamental Data Methodology at https://www.msci.com/index-methodology  

https://www.msci.com/index-methodology
https://www.msci.com/index-methodology
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2.3 WEIGHTING SCHEME 

The constituents in the Index are first free float-adjusted market capitalization weighted. 

The cumulative weight for each issuer in the Index is capped at 5% at initial construction and 

each subsequent Semi-Annual Index Review of the Index. The excess weight of such issuers 

is distributed among the remaining constituents in proportion to their free float market 

capitalization. 

If any issuer weight breaches the cap as a result of market price movements or corporate 

events between two Semi-Annual Index Reviews, no capping is applied. 
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3 MAINTAINING THE INDEXES 

3.1 SEMI-ANNUAL INDEX REVIEWS 

The Index is rebalanced on a semi-annual basis, usually as of the close of the last business 

day of May and November, coinciding with the May and November Semi-Annual Index 

Reviews (SAIRs) of the MSCI Global Investable Market Indexes. Fundamental variables as of 

the end of April and October respectively are used for the Index Review. The pro forma 

Index is typically announced nine business days before the effective date. 

To reduce Index turnover and enhance index stability, buffer rules are applied. A security 

selection buffer of 20% is applied in the second step during the on-going Index Reviews. 

For example, if the pro forma Parent Index includes 1600 securities, then the pro forma 

Index will include 400 securities.  Buffer rules are then applied to securities ranked between 

321 and 480 based on dividend yield after the first step described in section 2.2. The 

securities with a dividend yield rank at or above 320 will be included in the Index on a 

priority basis. The existing constituents that have a final dividend yield rank between 321 

and 480 are then successively added until the number of securities in the Index reaches 400. 

If the number of securities is below 400 after this step, the remaining securities with the 

highest dividend yield are added until the number of securities in the Index reaches 400. 

The 5% issuer level capping is applied at each Semi-Annual Index Review. 

The capping of the issuer weights is done for the pro forma index as of the effective date, 

based on the closing prices as of the Index Review announcement date. In cases where any 

issuer weight breaches the cap as a result of market price movements or corporate events 

between the announcement date and the effective date, the capping is not applied again. 

3.2 ONGOING EVENT RELATED CHANGES   

The general treatment of corporate events in the MSCI Select Quality Yield Indexes aims to 

minimize turnover outside of Index Reviews. The methodology aims to appropriately 

represent an investor’s participation in an event based on relevant deal terms and pre-event 

weighting of the index constituents that are involved. 

The following section briefly describes the treatment of common corporate events within 
MSCI Select Quality Yield Indexes.  
 
No new securities will be added (except where noted below) to the Indexes between Index 
Reviews. For cases where additions are noted below, securities will be added to the index 
only if added to the parent index. Parent Index deletions will be reflected simultaneously. 
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EVENT TYPE     EVENT DETAILS   
 
New additions to the Parent Index A new security added to the parent index 

(such as IPO and other early inclusions), 
will not be added to the index.  

 
Spin-Offs All securities created as a result of the 

spin-off of an existing index constituent 
will not be added to the index.  

 
 
Merger/Acquisition For Mergers and Acquisitions, the 

acquirer’s post event weight will account 
for the proportionate amount of shares 
involved in deal consideration, while cash 
proceeds will be invested across the 
Index. 
 
If an existing Index constituent is acquired 
by a non-Index constituent, the existing 
constituent will be deleted from the Index 
and the acquiring non-constituent will not 
be added to the Index. 

 
Changes in Security Characteristics A security will be removed from the Index 

if there are changes in its characteristics 
(country, sector, size segment, etc.) 
Reevaluation for inclusion in the Index 
will occur at the subsequent Index 
Review. 

 
Further detail and illustration regarding specific treatment of corporate events relevant to 
this Index can be found in the MSCI Corporate Events Methodology book.  
  
The MSCI Corporate Events methodology book is available at: https://www.msci.com/index-

methodology. 

 

https://www.msci.com/index-methodology
https://www.msci.com/index-methodology
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The following sections have been modified since September 2015: 
 Section 2.1: Excluded GICS Sub-Industry updated to reflect changes to the GICS structure 

as of September 01, 2016 

The following sections have been modified since August 2016: 
 Section 2.2: Enhanced the selection criteria to select a minimum of 30 securities during 

index construction 

 Section 3.2: Clarification on the corporate events treatment  
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AMERICAS 

 

Americas 1 888 588 4567 * 

Atlanta  + 1 404 551 3212 

Boston  + 1 617 532 0920 

Chicago  + 1 312 675 0545 

Monterrey + 52 81 1253 4020 

New York + 1 212 804 3901 

San Francisco + 1 415 836 8800 

Sao Paulo + 55 11 3706 1360 

Toronto  + 1 416 628 1007 

 

 

EUROPE, MIDDLE EAST & AFRICA 

 

Cape Town + 27 21 673 0100 

Frankfurt + 49 69 133 859 00 

Geneva  + 41 22 817 9777 

London  + 44 20 7618 2222 

Milan  + 39 02 5849 0415 

Paris  0800 91 59 17 * 

 

 

ASIA PACIFIC 

 

China North 10800 852 1032 * 

China South 10800 152 1032 * 

Hong Kong + 852 2844 9333 

Mumbai  + 91 22 6784 9160 

Seoul  00798 8521 3392 * 

Singapore 800 852 3749 * 

Sydney  + 61 2 9033 9333 

Taipei  008 0112 7513 * 

Tokyo  + 81 3 5290 1555 

 

ABOUT MSCI 

 

For more than 40 years, MSCI’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 98 of the top 100 largest 

money managers, according to the most 

recent P&I ranking.  

For more information, visit us at 

www.msci.com. 

* =  toll free 

 

CONTACT US 
 

clientservice@msci.com 

http://www.msci.com/
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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. 
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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 
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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 
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Data and information produced by various affiliates of MSCI Inc., including MSCI ESG Research Inc. and Barra LLC, may be used in calculating certain 
MSCI 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 Inc. 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 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 and other MSCI brands 
and product names are the trademarks, service marks, or registered trademarks of MSCI or its subsidiaries in the United States and other 
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“Global Industry Classification Standard (GICS)” is a service mark of MSCI and Standard & Poor’s. 
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METHODOLOGY BOOK FOR: MSCI USA SELECT QUALITY YIELD INDEX, MSCI EMERGING 
MARKETS SELECT QUALITY YIELD INDEX, MSCI UNITED KINGDOM SELECT QUALITY 

YIELD INDEX, MSCI EUROPE EX UK SELECT QUALITY YIELD INDEX | MAY 2019 

MSCI.COM | PAGE 11 OF 11 © 2019 MSCI Inc. All rights reserved. 

 

MIFID2/MIFIR notice: MSCI ESG Research LLC does not distribute or act as an intermediary for financial instruments or structured deposits, nor does 
it deal on its own account, provide execution services for others or manage client accounts. No MSCI ESG Research product or service supports, 
promotes or is intended to support or promote any such activity. MSCI ESG Research is an independent provider of ESG data, reports and ratings 
based on published methodologies and available to clients on a subscription basis.  We do not provide custom or one-off ratings or recommendations 
of securities or other financial instruments upon request.  

Privacy notice: For information about how MSCI ESG Research LLC collects and uses personal data concerning officers and directors, please refer to 
our Privacy Notice at https://www.msci.com/privacy-pledge. 

 


