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1 Introduction 

The MSCI High Dividend Yield Indexes (the “Indexes”)1 are designed to focus on dividend yield and to 
represent the opportunity set of securities with high Dividend Income and Quality Characteristics. The 
Indexes aim to depict the high dividend yield opportunity set within MSCI equity indexes.  

The Indexes: 

• Are derived from country, regional, or composite level MSCI Equity indexes (herein, “Parent 
Indexes”). 

• Include only securities that offer a higher than average dividend yield relative to their respective 
Parent Index and pass dividend sustainability screens  

• Securities entering the index must have a dividend yield which is at least 30% higher than the 
respective Parent Index yield  

• Target securities with reasonable payout and a non-negative 5Y Dividends per share (DPS) 
growth rate2 for inclusion in the High Dividend Yield Index. 

• Offer reasonably broad market coverage  

• Are designed to have moderate turnover due to the use of a market cap weighted scheme and 
appropriate buffer rules and 

• Are free float market capitalization weighted to allow replicability in institutional and retail 
portfolios of reasonable size. 

This Methodology book describes a generic methodology that can be applied to create the Indexes 

from any of the existing MSCI global or domestic equity indexes.  

MSCI also calculates MSCI Dividend Tilt Indexes with an aim to represent the performance of a high 
dividend yield strategy with high investment capacity. Please refer to Appendix III for further details 
on the methodology of MSCI Dividend Tilt Indexes.  

 
1 The Indexes are governed by a set of methodology and policy documents (“Methodology Set”), including the present index 
methodology document. Please refer to Appendix V for more details. 

2 See Appendix I for definition of 5Y DPS growth rate and its calculation. 
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2 MSCI High Dividend Yield Index Construction 

The MSCI High Dividend Yield Index construction is based on a six -step process: 

• Defining the eligible universe 

• Applying dividend sustainability and persistence screening 

• Applying quality screening 

• Applying price performance screening 

• Including high yielding securities 

• Weighting the securities in an index 

 

2.1 Defining the Eligible Universe 

All securities belonging to the underlying Parent Index are eligible for inclusion in the Indexes, with 
the exception of Real Estate Investment Trusts (REITs). REITs have structurally very high dividend 
yield and, if included, would represent a disproportionate constituency in the Indexes. Also, typically, 
regulatory constraints restrict the inclusion of REITs in meaningful proportions in many institutional 
portfolios. 
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2.2 Dividend Sustainability and Persistence Screening 

Dividend yield strategies typically target not only high dividend yield but also companies where that 
dividend is sustainable and/or persistent. Therefore, the Indexes consider the following dividend 
sustainability and persistence screens in order to achieve a better representation of the opportunity 
set of high dividend yield strategies: 

• Dividend sustainability screening: Securities whose dividend payout is extremely high or negative, 
and therefore, where future dividend payments might be in jeopardy are not considered for 
inclusion  

• Dividend persistence screening: Securities without a historical track record of consistent dividend 
payment are also not considered for inclusion 

2.2.1 Applying the Dividend Sustainability Screening 

Securities with zero or negative payout ratios are not considered for inclusion in the Indexes as they 
either do not pay dividends or have negative earnings which may put their future dividend payments 
at risk. 

Additionally, securities with an extremely high payout ratio, which occurs when earnings are low 
relative to dividends and may also indicate that the dividend payment might not be sustainable in the 
future, are also not considered for inclusion in the Indexes. Under this screen, securities with 
extremely high payout ratios, defined to be the top 5% of securities by number within the universe of 
securities with positive payout, are not considered eligible for inclusion in the index. The use of a 

relative payout ratio screen aims to ensure that the companies at most relative risk of dividend cuts 
are excluded irrespective of the absolute level of the payout. 

2.2.2 Applying the Dividend Persistence Screening  

Securities with a negative 5Y DPS growth are also excluded from the Indexes as this is an indicator of 
shrinking dividend growth is which could be a precursor to lower dividends. Securities which have 
insufficient data to calculate a 5Y DPS growth rate are not excluded from the Indexes. 

2.3 Quality Screening 

Securities with negative Quality Z-score are not considered for inclusion in the Indexes. 

The Quality Z-scores are calculated using fundamental variables such as Return on Equity, Earnings 
Variability and Debt to Equity. For the details on computation of the Quality Z-score, please refer to 
the section 2.2.3 of MSCI Quality Indexes Methodology, available at: (https://www.msci.com/index-
methodology) 

2.4 Price Performance Screening 

Securities ranked in the bottom 5% of the universe of securities with negative 1-year Price 
Performance are excluded from the Indexes. 

https://www.msci.com/index-methodology
https://www.msci.com/index-methodology
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2.5 High Dividend Yield Security Selection 

Securities that have passed the above screens are then considered for inclusion in the Indexes. Only 
securities with a dividend yield3 greater than or equal to 1.3 times the dividend yield of the Parent 
Index are included in the Index. For example, MSCI compares the yield of a European security to the 
yield of the MSCI Europe Index to determine if it is eligible for inclusion in the MSCI Europe High 
Dividend Yield Index. By contrast, MSCI compares the yield of the same security to the yield of the 
MSCI World Index to determine if it is eligible for inclusion in the MSCI World High Dividend Yield 
Index. 

2.6 Constituent Weighting 

The constituents of the Indexes are first weighted based on their free float market capitalization, and 
are then capped at the issuer level in order to mitigate concentration risk. The excess weight of such 
issuers is distributed among the remaining constituents in proportion to their free float market 
capitalization. The issuer level capping is applied only at Semi-Annual Index Reviews.  

• Issuers in the Indexes based on Broad Parent MSCI Indexes (e.g. MSCI World Index, MSCI 
Emerging Markets Index etc.) will be capped at 5% 

• Issuers in the Indexes based on Narrow Parent MSCI Indexes will be capped at the maximum 
weight in the Parent Index. 

MSCI defines Narrow Parent Indexes as those indexes where the largest capitalization weight in the 
index is more than 10%. 

Note that the capping of the issuer weight 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 an 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. Similarly, even if any 
issuer weight breaches the cap as a result of market price movements or corporate events between 
two Index Reviews, no capping is applied. 

  

 
3 The dividend yield is adjusted at the time of rebalancing to reflect movement in the securities' price. 
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3 Maintaining the Indexes 

3.1 Index Reviews 
The Indexes are reviewed semi-annually. Changes are implemented as of the close of the last 
business day of May and November, to coincide with the Index Reviews of their Parent Indexes. The 
pro forma Indexes are in general announced nine business days before the effective date. 

The fundamental data used to determine the Indexes is maintained monthly. For the May and 
November Index Reviews, the fundamental data as of the end of April and the end of October is used, 
respectively. 

During each Index Review, the constituents of the underlying Parent Index are screened for potential 
inclusion in the Indexes according to the screening process described in Section 2.  

Existing constituents of the current High Dividend Yield Index will also be evaluated for continued 
inclusion using the following screening process: 

• If a security is already an Index constituent, it will remain in the Index until it reaches the top 2% 
by increasing order of dividend payout. If it is within the top 2% limit, it will be excluded from the 
Index. 

• If a security is already an Index constituent but its 5Y DPS growth rate turns negative, it will still be 
allowed to remain in the Index, provided that the 1Y DPS growth rate4 of that security is non-
negative. This allows current Index constituents that suffer only a temporary decline in the 5Y DPS 
growth rate to remain in the index and thus avoid excessive index turnover. Securities which do 
not have sufficient data to calculate a 5Y DPS growth rate or 1Y DPS growth rate would still be 
eligible to remain in the index. 

• If a security is already an Index constituent, it will remain in the index as long as its Quality Z-
score is higher than or equal to -0.5. 

• If a security is already an Index constituent, it will remain in the index as long as its dividend yield 
is higher than or equal to the Parent Index yield. 

3.2 Ongoing Event Related Changes 

Between Semi-Annual Index Reviews, the MSCI High Dividend Yield Indexes follow the event 
maintenance of the Parent Index.  

Deletions from the Parent Indexes resulting from the Quarterly Index Review of the Parent Indexes will 
result in deletion from the MSCI High Dividend Yield Indexes. Changes in the number of shares (NOS) 
and Foreign Inclusion Factor (FIF) that occur as part of the Quarterly Index Review of the Parent 
Indexes are also reflected in the MSCI High Dividend Yield Indexes. 

 
4 See Appendix I for definition of 1Y DPS growth and its calculation. 
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3.2.1 IPOS and Other Early Inclusions 

IPOs and other newly listed securities will only be considered for inclusion at the next Semi-Annual 
Index Review, even if they qualify for early inclusion in the Parent Indexes.  

3.2.2 Additions and Deletions Due to Corporate Events  

There will be no early inclusion of new securities to the High Dividend Yield Index, except when the 
new security results from an event affecting an existing constituent (e.g., spin off, merger).  

A constituent deleted from the Parent Index following a corporate event will be simultaneously 
deleted from the MSCI High Dividend Yield Index. 
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Appendix I: Variable Definitions and Computations 

This appendix provides details on the definitions and computations of the variables used to screen 
the securities for index construction and maintenance.  

Dividend Yield (D / P)  

𝐷/𝑃 = Current Annualized Dividend per Share ⁄ Price of Security 

The current annualized dividend per share is the trailing 12-month dividend per share derived from 
the current fiscal year end dividend per share plus the difference between the interim dividend per 
share of the current fiscal year and the previous fiscal year. For the USA and Canada, the current 
annualized dividend per share is calculated by annualizing the latest published quarterly dividend.  

Yields are gross, before withholding tax, and take into account special tax credits when applicable.  

Payout Ratio (PO) 

The payout ratio is calculated as follows: 

𝑃𝑂 = Dividends per share ⁄ Earnings per share 

The most recently reported earnings value is used to for earnings per share while the current 
annualized dividend per share is used for dividends.  

5Y DPS Growth 

For the calculation of the 5Y DPS Growth, first a regression (ordinary least squares method) is applied 
to the last 5 yearly DPS. 

𝐷𝑃𝑆𝑡 = 𝑎 × 𝑡 + 𝑏 

Where:  

• 𝑎, the slope coefficient,  

• 𝑏, the intercept,  

• 𝑡, the year expressed in number of months.  

Then, an average DPS is estimated: 

𝐷
~

𝑃
~

𝑆
~

=
∑ 𝐷𝑃𝑆𝑖

𝑛
𝑖=1

𝑛
 

The growth trend is finally obtained as follows:  

5𝑌 𝐷𝑃𝑆 =
𝑎𝐷𝑃𝑆

𝐷
~

𝑃
~

𝑆
~  

In order to compute a meaningful long-term historical growth trend for the DPS, 5 years of 
comparable data are generally required. In the event that comparable restated pro forma data are 
unavailable, MSCI may restate the data using adjustments. A minimum of the last four DPS values are 
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required for calculating the growth and growth trends for securities without sufficient DPS values are 
considered to be missing (except in the case of IPOs where it will be on a case-by-case basis.).  

1Y DPS Growth 

The 1Y DPS growth rate is the difference between the current and previous annual DPS.  

1𝑌 𝐷𝑃𝑆 𝐺 =  
𝐷𝑃𝑆𝑡 − 𝐷𝑃𝑆𝑡−12

𝐷𝑃𝑆𝑡−12
 

Where: 

• t is the year expressed in number of months.  

The 1Y DPS growth is used for assessing the continued eligibility of existing constituents whose 5Y 
DPS growth has turned negative. 
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Appendix II: Calculation of Market Mean 

This appendix explains the calculation of the market mean used in the determination of the market 
average dividend yield.  

The market mean is the market capitalization weighted average of the variable and is computed as 
follows:  

∑ (Current security price × Total current security shares outstanding ×
1

Exchange Rate
× Inclusion Factor)𝑛

𝑖 = 1

∑ (Security level per share figure × Total current security shares outstanding ×
1

Exchange Rate
× Inclusion Factor)𝑛

𝑖 = 1

 

Where, 

• n=number of securities included in the calculation. 

If any per share figure is not available for a particular security, the security is not included in the 
calculation for that particular ratio. 

Only securities with non-missing variables are included in the market mean and standard deviation. 
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Appendix III: Constructing MSCI Dividend Tilt Indexes 

The MSCI Dividend Tilt Indexes aim to reflect the performance of a high dividend yield strategy with 
high investment capacity. The MSCI Dividend Tilt Indexes are created by including all the dividend-
paying constituents in the Parent Index that passed the screens as described in Section 2.1 to 2.4, 
and tilting the market capitalization weights of these securities based on their Dividend Yield Score. 
Dividend Yield Scores are calculated for all the securities eligible for inclusion in the Dividend Tilt 
Index and as described below.  

𝑧 =  
(𝑥 −  µ)

𝜎
 

Where: 

• Z is the Dividend Yield Z-score 

• 𝑥 is the Dividend Yield for a given security included in the Dividend Tilt Index  

• µ is the equal weighted mean of the Dividend Yield of all the securities included in the Dividend 
Tilt Index  

• 𝜎 is the equal weighted standard deviation of the Dividend Yield of all the securities included in 
the Dividend Tilt 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 capped at -3. 

The Dividend Yield Score is then computed from the Dividend Yield Z-Score as follows:  

Dividend Yield Score =  {
 (1 + 𝑍)      ,          𝑍 > 0

  (1 − 𝑍)−1 ,          𝑍 < 0
 

All the securities included in the MSCI Dividend Tilt Indexes are weighted by the product of their 
market capitalization weight in the Parent Index and the dividend yield score.  

Dividend Tilt Index Weight = Dividend Yield Score * Market Capitalization Weight in the Parent Index.  

The above weights are then normalized to 100%. Constituent weights are capped at an issuer level in 
a similar way to the MSCI High Dividend Yield Indexes as described in section 2.6. 

The MSCI Dividend Tilt Indexes follow the same rebalancing schedule and corporate events 
treatment as the MSCI High Dividend Yield Indexes as described in section 3. 
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Appendix IV: Transition Of Existing MSCI IMI HDY Indexes 

Existing High Dividend Yield Indexes based on Parent Indexes containing small cap securities, which 
were launched before the enhancement announced in August 2015, will be transitioned to the new 
methodology at the November 2015 Index Review. Specifically, the following screen would be applied 
to all the Indexes, irrespective of whether they contain small cap securities or not. 

• Dividend Persistence Screening 

• Quality Screening 
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Appendix V: Methodology Set 

The Indexes are governed by a set of methodology and policy documents (“Methodology Set”), 
including the present index methodology document as mentioned below: 

• Description of methodology set –  
https://www.msci.com/index/methodology/latest/ReadMe 

• MSCI Corporate Events Methodology –  
https://www.msci.com/index/methodology/latest/CE 

• MSCI Fundamental Data Methodology – 
https://www.msci.com/index/methodology/latest/FundData 

• MSCI Index Calculation Methodology –  
https://www.msci.com/index/methodology/latest/IndexCalc 

• MSCI Index Glossary of Terms –  
https://www.msci.com/index/methodology/latest/IndexGlossary 

• MSCI Index Policies –  
https://www.msci.com/index/methodology/latest/IndexPolicy 

• MSCI Global Industry Classification Standard (GICS) Methodology –  
https://www.msci.com/index/methodology/latest/GICS 

• MSCI Global Investable Market Indexes Methodology –
https://www.msci.com/index/methodology/latest/GIMI 

• MSCI Quality Indexes Methodology –  
https://www.msci.com/index/methodology/latest/Quality 

 

The Methodology Set for the Indexes can also be accessed from MSCI’s webpage 
https://www.msci.com/index-methodology in the section ‘Search Methodology by Index Name or 
Index Code’.  

  

http://www.msci.com/index/methodology/latest/ReadMe
http://www.msci.com/index/methodology/latest/CE
https://www.msci.com/index/methodology/latest/FundData
http://www.msci.com/index/methodology/latest/IndexCalc
http://www.msci.com/index/methodology/latest/IndexGlossary
http://www.msci.com/index/methodology/latest/IndexPolicy
https://www.msci.com/index/methodology/latest/GICS
http://www.msci.com/index/methodology/latest/GIMI
https://www.msci.com/index/methodology/latest/Quality
https://www.msci.com/index-methodology
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Appendix VI: Changes to this Document 

The following sections have been modified since February 2013: 

1. Introduction 

• Update of the introduction of the MSCI High Dividend Yield Indexes 

2. MSCI High Dividend Yield Index Construction 

• Added Quality Screen and Price Performance Screen in the process list 

2.6 Free Float-Adjusted Constituent Weights 

• Clarification of constituent weighting and issuer level capping 

 

The following sections have been modified since May 2014: 

3.2 Quarterly Index Reviews 

• Clarification on treatment of FIF/NOS changes at the Quarterly Index Review 

 

The following sections have been modified since October 2014: 

1. Introduction 

• Update of the introduction of the MSCI High Dividend Yield Indexes 

Appendix III. Constructing MSCI Dividend Tilt Indexes  

• Addition of Appendix III containing methodology details of MSCI Dividend Tilt Indexes 

 

The following sections have been modified since November 2014: 

1. Introduction 

• Dividend Persistence screening is now applied on all Parent Indexes 

2.3 Quality Screening 

• Quality screening is now applied on all Parent Indexes 

Appendix IV 

• Addition of Appendix IV describing the transition of existing High Dividend Yield Indexes 
based on Parent Indexes containing small cap securities 

Modification of several sections to enhance clarity 

 

The following sections have been modified since August 2015: 

Section 2.3: Quality Screening 
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• Updated link to the MSCI Quality Index Methodology 

Section 3: Maintenance of the MSCI High Dividend Yield Indexes Methodology 

• Merged Section 3.2 and 3.3 for clarity 

 

The following sections have been modified since April 2025: 

• Methodology book was updated to reflect the transition of the MSCI Global Investable Market 
Indexes (GIMI) to Quarterly Comprehensive Index Reviews.  

• All references to “Semi-Annual Index Reviews” and “Quarterly Index Reviews” of the MSCI 
GIMI were replaced with “Index Reviews”. 

Section 1: Introduction 

• Added footnote on Methodology Set. 

Section 2.5: High Dividend Yield Security Selection 

• Clarified the Security Selection Criteria by Dividend Yield 

Appendix V: Methodology Set 

• Added details on the Methodology Set for the Indexes. 

 

The following sections have been modified since August 2025: 

Section 3.2: Ongoing Event Related Changes 

• Clarified the general treatment of the Corporate Events 
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Notice and Disclaimer 
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 may not be modified, reverse-engineered, reproduced or redisseminated in whole or in part without prior written permission from 

MSCI. All rights in the Information are reserved by MSCI and/or its Information Providers. 

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 EXPRESSLY 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 may include “Signals,” defined as quantitative attributes or the product of methods or formulas that describe or are derived from calculations using historical data. Neither these 
Signals nor any description of historical data are intended to provide investment advice or a recommendation to make (or refrain from making) any investment decision or asset allocation and 
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