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1 INTRODUCTION 

The MSCI Return Spread Indexes aim to represent the performance of a strategy based on 

the return spread between a long position on constituents of one underlying component 

Index while taking a short position on constituents of another component Index.   

The MSCI Return Spread Indexes include the following indexes: 

 MSCI EAFE - Emerging Markets Return Spread Index 

 MSCI Emerging Markets - EAFE Return Spread Index 

 MSCI USA Cyclical Sectors - USA Defensive Sectors Return Spread Index  

 MSCI USA Defensive Sectors - USA Cyclical Sectors Return Spread Index   

 MSCI EAFE IMI - Emerging Markets IMI 150/50 Return Spread Index 

 MSCI Emerging Markets IMI - EAFE IMI 150/50 Return Spread Index 

 MSCI EAFE IMI - Emerging Markets IMI 130/30 Return Spread Index 

 MSCI Emerging Markets IMI - EAFE IMI 130/30 Return Spread Index 

 MSCI USA Cyclical Sectors - USA Defensive Sectors 150/50 Return Spread Index 

 MSCI USA Defensive Sectors - USA Cyclical Sectors 150/50 Return Spread Index 

 MSCI USA Cyclical Sectors - USA Defensive Sectors 130/30 Return Spread Index 

 MSCI USA Defensive Sectors - USA Cyclical Sectors 130/30 Return Spread Index 

This methodology book provides a description of the rules and guidelines followed by MSCI 

for the construction and maintenance of the MSCI Return Spread Indexes. 
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2 CONSTRUCTING THE MSCI RETURN SPREAD INDEXES   

The MSCI Return Spread Indexes are constructed using the MSCI Short and Leveraged Daily 

Indexes Methodology. 

Additionally, for select Indexes (as noted in Table 1, in section 2.1), the MSCI Decrement 

Indexes Methodology is applied in the construction of the Indexes. 

2.1 APPLYING THE MSCI SHORT AND LEVERAGED DAILY INDEXES METHODOLOGY 

The MSCI Return Spread Indexes are designed to represent the performance of a strategy 

that is long on constituents of the ”Long Component Index” and short on constituents of the 

“Short Component Index”.  

The component indexes within the MSCI Return Spread Indexes are periodically reset to the 

pre-defined weights as detailed in the following Table 1. For the MSCI Return Spread Indexes 

which are reset on a monthly basis, the weights of either component indexes may drift 

based on daily performance differential of respective component indexes during the month. 

The MSCI Return Spread Indexes are computed using a variant of the MSCI Short and 

Leveraged Daily Indexes Methodology1 that does not apply stock borrowing costs or the 

overnight risk-free rates. 

The MSCI Return Spread Index return is calculated daily by subtracting the daily index return 

of the Short Component Index from the daily index return of the Long Component Index, as 

per the applicable weights for each component index on a given day. 

Table 1: MSCI Return Spread Indexes composition 

                                                      
1MSCI Short and Leveraged Daily Indexes methodology is available at https://www.msci.com/index-methodology 

Index 

Reset-

weighting 

Frequency 

Long 

Component 

Weight 

Long Component 

Index 

Short 

Component 

Weight 

Short Component 

Index 

Annual 

Decre

ment  

MSCI EAFE - 

Emerging Markets 

Return Spread Index 

Daily 100% MSCI EAFE Index 100% 
MSCI Emerging 

Markets Index 
NA 

MSCI Emerging 

Markets - EAFE 

Return Spread Index 

Daily 100% 
MSCI Emerging 

Markets Index 
100% MSCI EAFE Index NA 

https://www.msci.com/index-methodology
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MSCI USA Cyclical 

Sectors - USA 

Defensive Sectors 

Return Spread Index 

Daily 100% 
MSCI USA Cyclical 

Sectors Index 
100% 

MSCI USA Defensive 

Sectors Index 
NA 

MSCI USA Defensive 

Sectors - USA Cyclical 

Sectors Return 

Spread Index 

Daily 100% 

MSCI USA 

Defensive Sectors 

Index 

100% 
MSCI USA Cyclical 

Sectors Index 
NA 

MSCI EAFE IMI - 

Emerging Markets 

IMI 150/50 Return 

Spread Index 

Monthly 150% 
MSCI EAFE IMI 

Index 
50% 

MSCI Emerging 

Markets IMI 
0.40% 

MSCI Emerging 

Markets IMI - EAFE 

IMI 150/50 Return 

Spread Index 

Monthly 150% 

MSCI Emerging 

Markets IMI 

Index 

50% 
MSCI EAFE IMI 

Index 
0.40% 

MSCI USA Cyclical 

Sectors - USA 

Defensive Sectors 

150/50 Return 

Spread Index 

Monthly 150% 
MSCI USA Cyclical 

Sectors Index 
50% 

MSCI USA Defensive 

Sectors Index 
0.30% 

MSCI USA Defensive 

Sectors -  USA Cyclical 

Sectors 150/50 

Return Spread Index 

Monthly 150% 

MSCI USA 

Defensive Sectors 

Index 

50% 
MSCI USA Cyclical 

Sectors Index 
0.30% 

MSCI EAFE IMI - 

Emerging Markets 

IMI 130/30 Return 

Spread Index 

Monthly 130% 
MSCI EAFE IMI 

Index 
30% 

MSCI Emerging 

Markets IMI Index 
0.24% 

MSCI Emerging 

Markets IMI - EAFE 

IMI 130/30 Return 

Spread Index 

Monthly 130% 

MSCI Emerging 

Markets IMI 

Index 

30% 
MSCI EAFE IMI 

Index 
0.24% 

MSCI USA Cyclical 

Sectors - USA 

Defensive Sectors 

130/30 Return 

Spread Index 

Monthly 130% 
MSCI USA Cyclical 

Sectors Index 
30% 

MSCI USA Defensive 

Sectors Index 
0.18% 

MSCI USA Defensive 

Sectors - USA Cyclical 
Monthly 130% MSCI USA 

Defensive Sectors 
30% 

MSCI USA Cyclical 

Sectors Index 
0.18% 



 

 
 MSCI.COM | PAGE 6 OF 13 © 2018 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document. 

 

MSCI RETURN SPREAD INDEXES METHODOLOGY|SEPTEMBER 2018 

 

Please refer to Appendix I for further details on the component indexes of above MSCI 

Return Spread Indexes. 

2.2 APPLYING THE MSCI DECREMENT INDEXES METHODOLOGY 

For the MSCI Return Spread Indexes noted in Table 1 where an “Annual Decrement”2 on the 

index levels is applicable, the MSCI Decrement Indexes methodology3 is applied using the 

parameters mentioned in Appendix 2. 

                                                      
2 This decrement to index level is meant to represent annual fee applicable for leverage  in excess of 100% for the long 

component index and borrowing cost for the short component index 

3 MSCI Decrement Indexes methodology is available at https://www.msci.com/index-methodology 

Sectors 130/30 

Return Spread Index 

Index 

https://www.msci.com/index-methodology
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3 MAINTAINING THE MSCI RETURN SPREAD INDEXES 

3.1 ONGOING EVENTS RELATED CHANGES 

The MSCI Return Spread Indexes are derived from underlying MSCI Indexes. As a result, 

corporate events are reflected in these Indexes as they occur and as they are captured in the 

underlying MSCI Indexes. 
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APPENDIX I: METHODOLOGY FOR COMPONENT INDEXES 

The following Component Indexes are used in the construction of the MSCI Return Spread 

Indexes. 

MSCI EAFE INDEX 

The MSCI EAFE Index is constructed and maintained in accordance with the MSCI Global 

Investable Market Indexes methodology. 

 

The MSCI EAFE Index, net variant in USD measures the performance of the Index in US Dollar 

(USD), calculated as per the MSCI Net Daily Total Return Index methodology described in the 

MSCI Index Calculation Methodology4. 

MSCI EMERGING MARKETS (EM) INDEX 

The MSCI Emerging Markets (EM) Index is constructed and maintained in accordance with 

the MSCI Global Investable Market Indexes methodology. 

 

The MSCI Emerging Markets (EM) Index, net variant in USD measures the performance of 

the Index in US Dollar (USD), calculated as per the MSCI Net Daily Total Return Index 

methodology described in the MSCI Index Calculation Methodology. 

MSCI EAFE IMI INDEX 

The MSCI EAFE IMI Index is constructed and maintained in accordance with the MSCI Global 

Investable Market Indexes methodology. 

 

The MSCI EAFE IMI Index, net variant in USD measures the performance of the Index in US 

Dollar (USD), calculated as per the MSCI Net Daily Total Return Index methodology 

described in the MSCI Index Calculation Methodology. 

MSCI EMERGING MARKETS (EM) IMI INDEX 

The MSCI Emerging Markets (EM) IMI Index is constructed and maintained in accordance 

with the MSCI Global Investable Market Indexes methodology. 

 

                                                      
4 MSCI Index Calculation Methodology is available at https://www.msci.com/index-methodology    

https://www.msci.com/index-methodology
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The MSCI Emerging Markets (EM) IMI Index, net variant in USD measures the performance 

of the Index in US Dollar (USD), calculated as per the MSCI Net Daily Total Return Index 

methodology described in the MSCI Index Calculation Methodology. 

MSCI USA CYCLICAL SECTORS INDEX 

The MSCI USA Cyclical Sectors Index is constructed and maintained in accordance with the 

MSCI Cyclical and Defensive Sectors Indexes methodology5.  

 

The MSCI USA Cyclical Sectors Index, gross variant in USD measures the performance of the 

Index in US Dollar (USD), calculated as per the MSCI Gross Daily Total Return Index 

methodology described in the MSCI Index Calculation Methodology. 

MSCI USA DEFENSIVE SECTORS INDEX 

The MSCI USA Defensive Sectors Index is constructed and maintained in accordance with the 

MSCI Cyclical and Defensive Sectors Indexes methodology. 

The MSCI USA Defensive Sectors Index, gross variant in USD measures the performance of 

the Index in US Dollar (USD), calculated as per the MSCI Gross Daily Total Return Index 

methodology described in the MSCI Index Calculation Methodology. 

  

                                                      
5 MSCI Cyclical and Defensive Sectors Indexes methodology is available at https://www.msci.com/index-methodology    

https://www.msci.com/index-methodology
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APPENDIX 2: PARAMETERS USED FOR THE MSCI DECREMENT 

INDEXES METHODOLOGY 

The following parameters are used in the calculation of the Indexes noted in section 2.2. 

 MSCI Decrement Index Methodology Parameters  

1 Currency of Calculation USD 

2 Decrement Type Fixed Percentage Decrement 

3 Decrement Application Geometric  

4 Decrement Value 
As per the decrement value 

noted in Section 2.1 

5 Day-count Convention Act/360 

6 Index Floor 0 

7 Decrement Frequency Daily 
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The following sections have been modified since April 2017 

Update to Section 2 and Appendix 1 to include the index construction parameters for the 

following new indexes:  

 MSCI EAFE IMI - Emerging Markets IMI 150/50 Return Spread Index 

 MSCI Emerging Markets IMI - EAFE IMI 150/50 Return Spread Index 

 MSCI EAFE IMI - Emerging Markets IMI 130/30 Return Spread Index 

 MSCI Emerging Markets IMI - EAFE IMI 130/30 Return Spread Index 

 MSCI USA Cyclical Sectors - USA Defensive Sectors 130/30 Return Spread Index 

 MSCI USA Cyclical Sectors - USA Defensive Sectors 150/50 Return Spread Index 

 MSCI USA Defensive Sectors - USA Cyclical Sectors 130/30 Return Spread Index 

 MSCI USA Defensive Sectors - USA Cyclical Sectors 150/50 Return Spread Index  
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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 
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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, 
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tracking or otherwise derived from the Information or any other MSCI data, information, products or services.   
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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 
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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 
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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, 
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respect to any applicable products or services from MSCI ESG Research, neither MSCI nor any of its products or services recommends, endorses, 
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products or services are not intended to constitute investment advice or a recommendation to make (or refrain from making) any kind of investment 
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