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The classification of markets is a key input in the process of index construction as it drives the 
composition of the investment opportunity sets to be represented. The approach used by MSCI 
aims to reflect the views and practices of the international investment community by striking a 
balance between a country’s economic development and the accessibility of its market while 
preserving index stability. 

The MSCI Market Classification Framework consists of following three criteria: economic 
development, size and liquidity as well as market accessibility. In order to be classified in a given 
investment universe, a country must meet the requirements of all three criteria as described in the 
table below. 

 

The economic development criterion is only used in determining the classification of Developed 
Markets while that distinction is not relevant between Emerging and Frontier Markets given the 
very wide variety of development levels within each of these two universes. 

The size and liquidity requirements are based on the minimum investability requirements for the 
MSCI Global Standard Indices. Emerging Markets country indices with fewer than three 
companies meeting the Emerging Markets size and liquidity requirements for four consecutive 
Semi-Annual Index Reviews will be reclassified as Frontier Markets. 

Market accessibility aims to reflect international investors’ experience in investing in a given 
market and as a result, this criterion includes several sub-criteria. These criteria are generally 
based on qualitative measures that are reviewed for all markets at least once a year during the 
MSCI Global Market Accessibility Review. 

MSCI Barra regularly reviews the market classification of all countries included in the MSCI 
Indices to ensure that they remain reflective of the evolution of the different markets. In particular, 
changes in the assessments under the classification framework serve as the basis for 
determining the markets that will be reviewed for potential market reclassification as part of the 
Annual Market Classification Review. Every June, MSCI will communicate its conclusions from 
the discussions with the investment community on the list of countries under review and 
announce the new list of countries, if any, under review for potential market reclassification in the 
upcoming cycle. 

 

 

Criteria Frontier Emerging Developed

A Economic Development

A.1 Sustainability of economic development No requirement No requirement

Country GNI per 
capita 25% above 

the World Bank high 
income threshold* 
for 3 consecutive 

B Size and Liquidity Requirements

B.1 Number of companies meeting the follow ing Standard Index criteria 2 3 5
   Company size (full market cap) ** USD 436 mm USD 873 mm USD 1745 mm

    Security size (f loat market cap) ** USD 28 mm USD 436 mm USD 873 mm
   Security liquidity 2.5% ATVR 15% ATVR 20% ATVR

C Market Accessibility Criteria

C.1 Openness to foreign ow nership At least some Signif icant Very high
C.2 Ease of capital inf low s / outf low s At least partial Signif icant Very high
C.3 Eff iciency of the operational framew ork Modest Good and tested Very high
C.4 Stability of the institutional framew ork Modest Modest Very high

* High income threshold for 2008: GNI per capita of USD 11,906 (World Bank, Atlas method)
** Minimum in use for the May 2010 Semi-Annual Index Review s, updated on a semi-annual basis



MSCI Market Classification 
Framework | June 2010 

 

 
MSCI Index Research 
© 2010 MSCI. All rights reserved. 2 of 4  
Please refer to the disclaimer at the end of this document. 

 

Definition
Openness to foreign ow nership

Investor qualif ication requirement
Existence of qualifying conditions for international investors. Existence of a level playing f ield for all international investors.

Foreign ow nership limit (FOL) level Proportion of the market being accessible to non-domestic investors.

Foreign room level Proportion of shares still available for non-domestic investors.  Existence of a foreign board w here non-domestic investors could trade 
w ith each other.

Equal rights to foreign investors Equal economic and voting rights as w ell as availability of information in English.  Equal rights for minority shareholders.

Ease of capital inflow s / outf low s

Capital f low  restriction level Existence of restriction on inflow s and outf low s of foreign capital to/from the local stock market (excluding foreign currency exchange 
restrictions).

Foreign exchange market liberalization level Existence of a developed onshore and offshore foreign exchange market.

Eff iciency of the operational framew ork

Market entry
Investor registration & account set up Existence/level of complexity of registration requirements for international investors such as Tax IDs as w ell as ease/complexity for 

setting up local accounts (e.g., documents to be provided, approvals required).  The tim to complete the process includes the 
preparation of the documents.

Market organization
Market regulations Level of advancement of the legal and regulatory framew ork governing the f inancial market, the stock exchange and the various other 

entities involved in the f inancial markets, an important w eight is assigned to:  ease of access (including in English), lack of ambiguity and 
prompt enforcement of law s and regulations, as w ell as consistency over time.

Competitive landscape Existence of anti-competitive clauses restricting investors' access to derived stock exchange information, data and investment 
products, including, for example the provision of independently calculated indices or the creation of baskets of securities used in the 
creation of f inancial products.

Information f low Timely disclosure of complete stock market information items (e.g., stock exchange alerts, corporate new s, f loat information, dividend 
information) in English and under reasonable commercial terms, as w ell as the robustness and enforcement of accounting standards.

Market infrastructure
Clearing and Settlement Well functioning clearing and settlement system based on international standards including delivery versus payment (DVP), the absence 

of pre-funding requirements/practices and the possibility to use overdrafts. Availability of real omnibus structures.

Custody Level of competition amongst local custodian banks as w ell as  the presence of global custodian banks.  Existence of an eff icient 
mechanism that prevents brokers to have unlimited access to the investor’s accounts and guarantees the safekeeping of its assets.

Registry / Depository Well functioning central registry and central depository.

Trading Level of competition amongst brokers ensuring high quality services (e.g., cost eff icient trading, ability to execute grouped trades at the 
same price for the various accounts of  a fund manager).

Transferability Possibility of off-exchange transactions and "in-kind" transfers.

Stock lending Existence of a regulatory framew ork as w ell as an eff icient mechanism allow ing extensive use of stock lending.

Short selling Existence of a regulatory and practical framew ork allow ing short selling.

Stability of institutional framew ork Basic institutional principles such as the rule of law  and its enforcement as w ell as the stability of the "free-market" economic system.  
Track record of government intervention w ith regards to foreign investors.
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Contact Information 

clientservice@mscibarra.com 

 

Americas 

 

Americas 

Atlanta 

Boston 

Chicago 

Montreal 

Monterrey 

New York 

San Francisco 

Sao Paulo 

Stamford 

Toronto 

1.888.588.4567 (toll free)  

+ 1.404.551.3212 

+ 1.617.532.0920 

+ 1.312.675.0545 

+ 1.514.847.7506 

+ 52.81.1253.4020 

+ 1.212.804.3901 

+ 1.415.836.8800 

+ 55.11.3706.1360 

+1.203.325.5630 

+ 1.416.628.1007 

 

Europe, Middle East & Africa 

 

Amsterdam 

Cape Town 

Frankfurt 

Geneva 

London 

Madrid 

Milan 

Paris 

Zurich 

+ 31.20.462.1382 

+ 27.21.673.0100 

+ 49.69.133.859.00 

+ 41.22.817.9777 

+ 44.20.7618.2222 

+ 34.91.700.7275 

+ 39.02.5849.0415 

0800.91.59.17 (toll free) 

+ 41.44.220.9300 

 

Asia Pacific 

 

China North 

China South 

Hong Kong 

Seoul 

Singapore 

Sydney 

Tokyo 

10800.852.1032 (toll free)  

10800.152.1032 (toll free)   

+ 852.2844.9333 

+ 827.0768.88984 

800.852.3749 (toll free) 

+ 61.2.9033.9333 

+ 81.3.5226.8222 
 

www.msci.com  | www.riskmetrics.com  
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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 MSCl Inc., its subsidiaries (including without limitation Barra, Inc. 
and the RiskMetrics Group, Inc.) and/or their subsidiaries (including without limitation the FEA, ISS, and CFRA 
companies)  (alone or with one or more of them, “MSCI”), or their direct or indirect suppliers or any third party 
involved in the making or compiling of the Information (collectively (including MSCI), the “MSCI Parties” or 
individually, an “MSCI Party”), as applicable, and is provided for informational purposes only.  The Information may 
not be reproduced or redisseminated in whole or in part without prior written permission from the applicable MSCI 
Party.  

 
� The Information may not be used to verify or correct other data, to create indices, risk models or analytics, or in 

connection with issuing, offering, sponsoring, managing or marketing any securities, portfolios, financial products or 
other investment vehicles based on, linked to, tracking or otherwise derived from any MSCI products or data.   

 
� Historical data and analysis should not be taken as an indication or guarantee of any future performance, analysis, 

forecast or prediction. 
 
� None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), or a promotion or 

recommendation of, any security, financial product or other investment vehicle or any trading strategy, and none of 
the MSCI Parties endorses, approves or otherwise expresses any opinion regarding any issuer, securities, financial 
products or instruments or trading strategies.  None of the Information, MSCI indices, models or other products or 
services is 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.   

 
� 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 MSCI PARTIES 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 LAW, MSCI, ON ITS BEHALF AND ON THE BEHALF OF EACH 
MSCI PARTY, HEREBY 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 law, in no event shall any of the MSCI 

Parties 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 wilful 
default of itself, its servants, agents or sub-contractors. 

 
� Any use of or access to products, services or information of MSCI requires a license from MSCI.  MSCI, Barra, 

RiskMetrics, ISS, CFRA, FEA, EAFE, Aegis, Cosmos, BarraOne, and all other MSCI product names are the 
trademarks, registered trademarks, or service marks of MSCI 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. 
 

© 2010 MSCI. All rights reserved. 

 

About MSCI Inc. 

MSCI Inc. is a leading provider of investment decision support tools to investors globally, including asset managers, 
banks, hedge funds and pension funds. MSCI products and services include indices, portfolio risk and performance 
analytics, and governance tools.  

The company’s flagship product offerings are: the MSCI indices which include over 120,000 daily indices covering more 
than 70 countries; Barra portfolio risk and performance analytics covering global equity and fixed income markets; 
RiskMetrics market and credit risk analytics; ISS out-sourced proxy research, voting and vote reporting services; CFRA 
forensic accounting risk research, legal/regulatory risk assessment, and due-diligence; and FEA valuation models and risk 
management software for the energy and commodities markets. MSCI is headquartered in New York, with research and 
commercial offices around the world.  


