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1 INTRODUCTION 

The MSCI World Select Countries Yield Low Volatility 60 Index aims to represent the 

performance of a selection of 60 securities from Developed Markets that exhibit both high 

dividend yield as well as low volatility characteristics. The index aims to mitigate 

concentration risk by limiting the maximum weight of an index constituent to 6%. 

The MSCI World Select Countries Yield Low Volatility 60 5% Decrement Index aims to 

represent the performance of the MSCI World Select Countries Yield Low Volatility 60 Index 

while applying a constant markdown (‘synthetic dividend’) expressed in percentage terms. 
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2 CONSTRUCTING THE MSCI WORLD SELECT COUNTRIES YIELD LOW 

VOLATILITY 60 INDEX 

The MSCI World Select Countries Yield Low Volatility 60 Index and the MSCI World Select 

Countries Yield Low Volatility 60 5% Decrement Index are constructed from the MSCI World 

Index (the “Parent Index”).  

Securities from the Parent Index are classified into three “Region groups” based on their 

MSCI country of classification1. The Region groups2 are: 

a) North America 

b) Europe 

c) Pacific Ex New Zealand 

The following steps are applied for each of the Region groups above in the construction of 

the MSCI World Select Countries Yield Low Volatility 60 Index. 

 Issuer Level Screening 

 Liquidity Screening 

 Dividend Screening 

 Security Selection 

 Weighting Scheme 

In addition to the above steps, the following step is applied to construct the MSCI World 

Select Countries Yield Low Volatility 60 5% Decrement Index 

 Applying the MSCI Decrement Indexes Methodology 

2.1 ISSUER LEVEL SCREENING 

To avoid multiple securities of the same company in the Index, only the most liquid security 

for each issuer based on 1-month Annualized Traded Value3 (ATV) is eligible for inclusion in 

the Index. For any issuer, should two issues have the same 1-month ATV, the one with the 

higher free float-adjusted market capitalization is included. 

                                                      
1 Please refer to the MSCI Global Investable Market Indexes methodology for further information on MSCI’s country of 

classification at www.msci.com/index-methodology 

2 Please refer to Appendix 1 for further details on the countries included in each region 

3 Please refer to the MSCI Index Calculation methodology at www.msci.com/index-methodology 

http://www.msci.com/index-methodology
http://www.msci.com/index-methodology
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2.2 LIQUIDITY SCREENING 

From the securities selected after the Issuer Level Screening, any security with a 1-month 

Annualized Traded Value of less than or equal to USD 3 Billion is excluded from the eligible 

universe.  

2.3 DIVIDEND SCREENING 

Only securities with a dividend yield4 greater than or equal to 1.5 times the weighted 

average dividend yield of the securities selected after the Liquidity Screening from each 

Region group are eligible for inclusion in the final Index. For example, a security with a MSCI 

country of classification as USA is selected if it has a dividend yield greater than or equal to 

1.5 times the dividend yield of the securities selected after the Liquidity Screening step from 

the North America Region group. 

If the number of securities in any Region group post the Dividend Screening step is less than 

40, then the top 40 securities ranked by descending order of gross dividend yield are 

selected from the securities selected in the Region group after the Liquidity Screening. 

However, if the number of securities selected after the Liquidity Screening is less than 40 for 

any Region group then all securities are selected after the Liquidity Screening step.  

2.4 SECURITY SELECTION 

From securities selected after the Dividend Screening step, the 20 least volatile securities 

from each Region Group based on 52 weekly price return variance are included in the index. 

This is achieved by weighting the securities selected after the Dividend Screening step in 

accordance with the MSCI Risk Weighted Indexes methodology5 and selecting the top 20 

securities by weight. The variance for each security is computed using weekly local price 

returns over the last one year prior to the rebalancing date. 

If there are two or more securities within any Region group that have the same price 

variance, the one with the higher dividend yield is ranked higher for inclusion in the index. 

2.5 WEIGHTING SCHEME 

The 20 securities included from each of the three Region groups are then combined to 

create the Index. 

                                                      
4 Please refer to the MSCI Fundamental Data methodology for the definition of Dividend Yield at www.msci.com/index-

methodology 

5 Please refer to the MSCI Risk Weighted Indexes methodology at www.msci.com/index-methodology 

http://www.msci.com/index-methodology
http://www.msci.com/index-methodology
http://www.msci.com/index-methodology
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The included securities are assigned weights in proportion of the Final Factor Score, and are 

then subject to a weight capping applied at the security level.  The maximum security weight 

in the Index is capped at 6%, in accordance with the MSCI Capped Indexes methodology6. 

2.5.1 CALCULATING THE COMPOSITE FACTOR Z-SCORE 

The Composite Factor Z-Score is computed from the factor z-scores as described below. 

Z𝐶𝑜𝑚𝑝 = 0.50 ∗ ZDividend  +  0.50 ∗ ZVolatility 
 

Where: 

 ZComp is Composite Factor Z-Score 

 ZDividend is the Dividend Factor Z-Score*7 

 ZVolatility is the Volatility Factor Z-Score* 

 

2.5.2 CALCULATING THE FINAL FACTOR SCORE 

The Final Factor Score is computed from the Composite Factor Z-Score as follows: 

 

𝐹𝑖𝑛𝑎𝑙 𝐹𝑎𝑐𝑡𝑜𝑟 𝑆𝑐𝑜𝑟𝑒 = {
    1 + 𝑍 ,     𝑍 ≥ 0 
(1 − 𝑍)−1, 𝑍 < 0

 

 
Where Z is the Composite Factor Z-Score determined in the previous step.  

 

The resulting securities and weights after the application of the above methodology form 

the “MSCI World Select Countries Yield Low Volatility 60 Index”. 

The following step is applied to construct the “MSCI World Select Countries Yield Low 

Volatility 60 5% Decrement Index”. 

2.6 APPLYING THE MSCI DECREMENT INDEXES METHODOLOGY 

The MSCI Decrement Indexes methodology8 is applied using the parameters mentioned in 

Appendix 3, to construct the MSCI World Select Countries Yield Low Volatility 60 5% 

Decrement Index.  

                                                      
6 Please refer to the MSCI Capped Indexes methodology at www.msci.com/index-methodology 

*Please refer to Appendix 2 for details about the Dividend and Volatility Factor Z-Score calculation 

8 Please refer to the MSCI Decrement Indexes Methodology at  http://www.msci.com/index-methodology 

http://www.msci.com/index-methodology
http://www.msci.com/index-methodology
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3 MAINTAINING THE MSCI WORLD SELECT COUNTRIES YIELD LOW 

VOLATILITY 60 INDEX   

3.1 QUARTERLY INDEX REVIEWS 

The MSCI World Select Countries Yield Low Volatility 60 Index is reviewed on a quarterly 

basis, coinciding with the May and November Semi-Annual Index Reviews and the February 

and August Quarterly Index Reviews of the Parent Index.  

The dividend yield data used in the Dividend Screening step is maintained monthly. For the 

May and November Semi-Annual Index Reviews, the dividend yield data as of the end of 

April and the end of October is used respectively. For the February and August Quarterly 

Index Reviews, the dividend yield data as of the end of January and the end of July is used 

respectively9.    

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

At each Quarterly Index Review, the MSCI World Select Countries Yield Low Volatility 60 

Index is rebalanced as described in Section 2, with a 100% selection buffer applied at the 

Security Selection step as described below. 

 A security selection buffer of 100% is applied at Section 2.4 for each index review. 

As an example, the Index targets 20 securities from each of the three Region 

groups. Existing Index constituents that are amongst 40 least volatile securities from 

securities selected after the Dividend Screen step for each Region group will be 

added to the Index on a priority basis. If the number of securities selected from any 

Region group is below 20 after this step, the remaining securities selected after the 

Dividend Screen step from the corresponding Region group with lowest volatility 

are added until the number of securities selected from that Region group reaches 

20. 

3.2 ONGOING EVENT RELATED CHANGES 

The general treatment of corporate events in the MSCI World Select Countries Yield Low 

Volatility 60 Index 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.  Further, 

changes in index market capitalization that occur as a result of corporate event 

                                                      
9 Please refer to the MSCI Fundamental Data methodology for the definition of Dividend Yield at www.msci.com/index-

methodology 

http://www.msci.com/index-methodology
http://www.msci.com/index-methodology


 

 
 MSCI.COM | PAGE 8 OF 14 © 2018 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document. 

 

METHODOLOGY BOOK FOR MSCI WORLD SELECT COUNTRIES YIELD LOW VOLATILITY 60 INDEX, 
MSCI WORLD SELECT COUNTRIES YIELD LOW VOLATILITY 60 5% DECREMENT INDEX| MAY 2018 

 

implementation will be offset by a corresponding change in the Variable Weighting Factor 

(VWF) of the constituent. There will be no additions to the Index in between Index Reviews. 

Additionally, if the frequency of Index Reviews in the Parent Index is greater than the 
frequency of Index Reviews in the MSCI World Select Countries Yield Low Volatility 60 Index, 
the changes made to the Parent Index during intermediate Index Reviews will be neutralized 
in the MSCI World Select Countries Yield Low Volatility 60 Index.  
 
The following section briefly describes the treatment of common corporate events within 
the MSCI World Select Countries Yield Low Volatility 60 Index.  
 
No new securities will be added (except where noted below) to the Index 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. 

 

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 be added to the Index at the time of 
event implementation. Reevaluation for 
continued inclusion in the Index will occur 
at the subsequent Index Review. 

 
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. 

 



 

 
 MSCI.COM | PAGE 9 OF 14 © 2018 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document. 

 

METHODOLOGY BOOK FOR MSCI WORLD SELECT COUNTRIES YIELD LOW VOLATILITY 60 INDEX, 
MSCI WORLD SELECT COUNTRIES YIELD LOW VOLATILITY 60 5% DECREMENT INDEX| MAY 2018 

 

Changes in Security Characteristics A security will continue to be an Index 
constituent if there are changes in 
characteristics (country, sector, size 
segment, etc.) Reevaluation for continued 
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 under the sections 
detailing the treatment of events in Capped Weighted and Non-Market Capitalization 
Weighted indexes.  
 
The MSCI Corporate Events methodology book is available at:  
https://www.msci.com/index-methodology 

 

 

https://www.msci.com/index-methodology
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APPENDIX 1: REGION/COUNTRY DEFINITIONS 

This appendix details the countries from the Parent Index that are classified into the three 

“Region groups” used for creating the Index. Only securities part of the countries belonging 

to these Region groups are considered eligible for inclusion to the Index. 

Currently, this includes the following countries, under each defined region 

North America Europe Pacific Ex New Zealand 

USA AUSTRIA AUSTRALIA 

CANADA BELGIUM HONG KONG 

 DENMARK JAPAN 

 FINLAND SINGAPORE 

 FRANCE  

 GERMANY  

 IRELAND  

 ITALY  

 NETHERLANDS  

 NORWAY  

 PORTUGAL  

 SPAIN  

 SWEDEN  

 SWITZERLAND  

 UNITED KINGDOM  

 
Whenever MSCI changes the country constituents of the MSCI Parent Region Index, the 
constituent countries of this Index will change accordingly. Changes in the constituent 
companies of the MSCI Standard Country Indexes that comprise this Index will also be 
reflected in this Index.   
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APPENDIX 2: CALCULATING THE Z-SCORES FOR DIVIDEND AND 

VOLATILITY FACTORS 

 
Z-score for a factor is calculated as described below. 

 

z =
(x − µ)

σ
 

Where: 

 z is the individual descriptor z-score 

 x is the descriptor value for a given security 

 μ is the equal weighted mean of the descriptor value of all the 60 securities 
selected in the Index 

 σ is the equal weighted standard deviation of the descriptor value of all the 60 
securities selected in the Index  

 
Z-Scores are then winsorized at +/-3 (i.e., the z-scores above 3 are capped at 3 and z-
scores below -3 are floored at -3). 
 

The Factors and the individual descriptors defining both the factors are as follows. 
         

I. Dividend Factor  
 
a) Gross Dividend Yield 

 
II. Volatility Factor  

 
a) Security weight computed after the application of the MSCI Risk Weighted 

Indexes methodology using weekly price returns over the last one year prior to 
the rebalancing date as described in section 2.4 
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APPENDIX 3: PARAMETERS USED FOR THE MSCI DECREMENT 

INDEXES METHODOLOGY 

The following parameters are used in the calculation of the Index. 

 MSCI Decrement Index Methodology Parameters  

1 Currency of Calculation EUR 

2 Decrement Type Fixed Percentage 

Decrement 

3 Decrement Application Geometric 
Application 

4 Decrement Value 5% 

5 Day-count Convention Act/365 

6 Index Floor 0 

7 Decrement Frequency Daily  
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