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PROPOSAL FOR CONSULTATION

This consultation may or may not lead to the implementation of any or all of the proposed changes in the highlighted or any other MSCI 
indexes. Consultation feedback will remain confidential. MSCI may publicly disclose feedback if specifically requested by specific market 
participants. In that case, the relevant feedback would be published together with the result of the consultation.
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Executive Summary

• MSCI is consulting on the Size and Liquidity (S&L) Requirements of the MSCI Market Classification Framework. 
The proposal incorporates Entry and Maintenance criteria to the existing S&L Requirements. 

• These enhancements aim to build explicit methodological rules to primarily address (1) markets barely meeting 
S&L Requirements for a higher classification and (2) markets failing S&L Requirements for its current 
classification.

• Through these rules, the objective of this proposal is to increase the stability and transparency of market 
classifications by potentially (1) reducing the risk of reverse reclassifications and (2) applying consistent 
treatment for potential downward reclassifications for markets failing S&L Requirements.

• Should this consultation lead to the implementation of any or all of the proposed changes, MSCI aims to 
implement the proposal starting from the 2025 Market Classification Review.
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MSCI welcomes feedback from the investment community on this topic until March 31, 2025. MSCI will 
announce the results of this consultation in Q2 2025. 
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Background
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* MSCI Market Classification Framework – June 2024.
** Minimum in use for the May 2024 Index Review, updated on a quarterly basis. 

Current Market Classification Criteria (using 2024 MCR thresholds)*
Frontier Market 

(FM)
Emerging Market 

(EM)
Developed Market 

(DM)

Economic Development

Size and Liquidity Requirements

Number of companies meeting the following Standard Index criteria 1 3 5

Company size (full market cap)** USD 126 mm USD 2,548 mm USD 5,096 mm

Security size (float market cap)** USD 63 mm USD 1,274 mm USD 2,548 mm

Security liquidity 2.5% ATVR 15% ATVR 20% ATVR

Market Accessibility Criteria

• However, the existing S&L Requirements within the Market Classification Framework can present some challenges:

1. If a market is upgraded when it barely meets the S&L Requirements, the market may be at greater risk of being 
downgraded shortly thereafter if its companies experience a significant decline in size and liquidity.

2. There are no defined rules for when MSCI would consult on the downward reclassification of a market that has been 
consistently failing the S&L Requirements for its current classification.

• MSCI evaluates each market across three dimensions, including S&L Requirements, to determine if a consultation on a 
proposal for potential reclassification is warranted at the Annual Market Classification Review (MCR).

https://www.msci.com/documents/1296102/6be059c3-16e9-7a8a-0ff2-0084fbbd7ae5
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• The introduction of S&L Entry and Maintenance Requirements may help mitigate the existing challenges as they are aimed at 
enhancing stability of market categories and consistency of treatment. While these will serve as general triggers for a potential 
consultation, MSCI will assess each unique case independently to decide on whether to consult.

Details on Proposal and Rationale

* Evaluated using Standard Index criteria for new constituents. For more details, please refer to the MSCI Global Investable Market Indexes (GIMI) Methodology.
** Evaluated using Standard Index criteria for existing constituents (e.g., 2/3 Company Full Mcap, 2/3 Security Float Mcap and 2/3 12M- and 3M-ATVRs), in line with the MSCI GIMI Methodology.
*** Index Continuity Rules, described in the MSCI GIMI Methodology, avoid the temporary inclusion or exclusion of market indexes in composite indexes at different times. For more details, please refer to the Appendix. 
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Note: For regionally consolidated Developed Markets (e.g., DM Europe), the proposal is to apply S&L Requirements on each individual market within the region, while for regionally consolidated 
Emerging and Frontier Markets, S&L will be assessed on a consolidated basis (i.e., treated as a single market).

Market Classification Criteria: Proposed Size and Liquidity Requirements FM EM DM

Entry Requirement

Minimum number of companies meeting Standard Index criteria* over last 8 Index Reviews 1 3 5

Maintenance Requirements

Minimum number of companies meeting Standard Index criteria**, AND - 1 1

Minimum number of securities in the Market Investable Equity Universe 1 3 5

• Rationale for introducing S&L Entry Requirements 

– Evaluating S&L requirements over 8 Index Reviews (2 years) ensures a market has a persistent track record of meeting the 
thresholds.

• Rationale for introducing S&L Maintenance Requirements

– Defining the minimum number of companies meeting Standard Index criteria for which a reclassification consultation could be 
triggered would provide more transparency into the classification process.

– Additionally requiring a minimum number of investable securities ensures that Index Continuity Rules*** can be applied for a 
country index.
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Back Test: Impact of Proposal on Past Reclassifications

* Selected as start date as (1) MSCI announced the conclusion of its market classification study in June 2008 – this later evolved into the current Market Classification Framework, and (2) the transition to the 
current MSCI GIMI Methodology was completed effective June 2008. 
Note 1: years in parenthesis for each market are the years of review period for their reclassification (i.e., launch of consultation to announcement of reclassification decision).
Note 2: back testing was performed using data at Semi-annual Index Reviews (prior to Feb. 2023 Index Review) and Quarterly Comprehensive Index Reviews (since Feb. 2023 Index Review).
Please see the disclosure at the end of this document regarding simulated and back tested data.

• The below table describes the impact of the proposal on reclassifications to and from DM and EM from June 2008* to June 2024. 
Downward reclassifications prompted by market accessibility issues were not included.

• The proposals were not tested for FM as the changes to the MSCI Frontier Market Indexes Methodology implemented starting at the 
Aug. 2023 Index Review significantly relaxed the size requirements for FM constituents.
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Class Reclassified To (Assessed using S&L Entry Requirements) Reclassified From (Assessed using S&L Maintenance Requirements)

DM
✓ Israel would have met the S&L Entry Requirements at the 

time of its consultation launch and review period (2008-
2009)

▪ Greece (2012-2013) would not have been consulted on its removal 
from DM based on S&L only since it did not: 
(a) had fewer than 1 company meeting DM Standard Index criteria or 
(b) had fewer than 5 securities in its DM investable universe

EM

✓ Qatar (2008-2013), UAE (2008-2013) and Saudi Arabia 
(2017-2018) also would have met S&L Entry Requirements

▪ Pakistan (2015-2016), Argentina (2016-2018) and Kuwait 
(2018-2019) would have been consulted for inclusion to 
EM 1 year later than their original consultation launch 
dates under S&L Entry Requirements

▪ Morocco (2012-2013) would have not been consulted on its removal 
from EM based on S&L only since it did not: 
(a) had fewer than 1 company meeting EM Standard Index criteria or 
(b) had fewer than 3 securities in its EM investable universe

✓ Pakistan failed S&L Maintenance Requirements at the 2021 MCR as it 
had 0 companies meeting EM Standard Index criteria at the May 2021 
Semi Annual Index Review. This coincides with the original 
consultation launch date to remove it from EM

https://app2.msci.com/webapp/index_ann/DocGet?pub_key=kaELAaYVI%2BY%3D&lang=en&format=html
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Implications on Current Market Classifications:  
Markets at Risk of Downward Reclassification
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* Index Continuity Rules, described in the MSCI GIMI Methodology, avoid the temporary inclusion or exclusion of market indexes in composite indexes at different times. For more details, please refer to the 
Appendix.
** Securities included in the Market Investable Equity Universe as described in sections 2.2 and 3.1.2 of the MSCI GIMI Methodology.

• The below table lists the Emerging and Frontier Markets maintained under Index Continuity Rules* as of the August 2024 
Index Review. These markets are at a relatively higher risk of not meeting S&L Maintenance Requirements if implemented. 
However, latest data indicates that they currently pass the proposed requirements, i.e., they meet the minimum number of 
companies passing Standard Index criteria and minimum number of investable securities.

• There are currently no Developed Markets under Index Continuity, and individual markets within the MSCI DM Europe Index 
each meet the proposed S&L Maintenance Requirements.

Market
Under Index Continuity 

Rules Since
Companies Passing Std 

Index Criteria (Aug. 2024 IR)
Number of Investable 

Securities** (Aug. 2024 IR)

Emerging Markets 

Egypt May 2020 Index Review 2 9

Peru February 2023 Index Review 3 4

Czech Republic August 2023 Index Review 3 5

Frontier Markets

Serbia August 2024 Index Review 1 2
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Discussion Points

• Do the current minimum numbers of companies under the Market Classification Framework’s S&L Requirements (5, 3 and 
1 for DM, EM and FM, respectively) continue to be appropriate? Should these thresholds change?

• Do you agree with the proposal to implement Entry and Maintenance S&L Requirements?

• Do you agree with the proposed methodology and thresholds used for identifying potential market upgrades and 
downgrades, including number of companies required across market classifications and assessment timeframes? 

– Would any alternative methodology or thresholds be preferred over the base proposal?

• Do you agree to apply the proposed S&L Requirements on an individual market basis for regionally consolidated 
Developed markets, while assessing on a consolidated basis for regionally consolidated Emerging and Frontier markets?

• Do you agree to implement changes starting from the MSCI 2025 Market Classification Review?

– As part of the MSCI 2025 Market Classification Review, the classification of markets would be evaluated using the 
proposed S&L Requirements.

– The current consultation on a potential reclassification of Bulgaria to Frontier Market status would not be impacted 
by these proposals.
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https://www.msci.com/documents/1296102/d4edd82c-cede-7a56-3878-60f64ba0c7cf
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Appendix



Information Classification: GENERAL

Current MSCI Market Classification Framework

9
MSCI Market Classification Framework – June 2024. * High income threshold: 2022 GNI per capita of USD 13,845 (World Bank, Atlas method). ** Based on the minimum investability requirements for the MSCI 
Global Standard Indexes. *** Minimum in use for the May 2024 Index Review, updated on a quarterly basis.

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 years

B   Size and Liquidity Requirements**

B.1   Number of companies meeting the following Standard Index criteria 1 3 5

Company size (full market cap)*** USD 126 mm USD 2,548 mm USD 5,096 mm

Security size (float market cap)*** USD 63 mm USD 1,274 mm USD 2,548 mm

Security liquidity 2.5% ATVR 15% ATVR 20% ATVR

C   Market Accessibility Criteria

C.1   Openness to foreign ownership At least some Significant Very high

C.2   Ease of capital inflows / outflows At least partial Significant Very high

C.3   Efficiency of operational framework Modest Good and tested Very high

C.4   Availability of Investment Instrument High High Unrestricted

C.5   Stability of the institutional framework Modest Modest Very high

https://www.msci.com/documents/1296102/6be059c3-16e9-7a8a-0ff2-0084fbbd7ae5
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Index Continuity Rules
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• As described in section 2.4 of the MSCI Global Investable Market Indexes (GIMI) Methodology, in order to 
achieve index continuity, as well as provide some basic level of diversification within a market index, a 
minimum number of five constituents will be maintained for a Developed Market Standard Index and a 
minimum number of three constituents will be maintained for an Emerging Market Standard Index.

• Further, for the maintenance of Frontier Market Indexes as described in section 5.2.4 of the MSCI GIMI 
Methodology, if after the application of the index construction methodology, a Standard Index does not 
contain any security, then the largest security by free float-adjusted market capitalization among the 
securities included in the Market Investable Equity Universe is added to the Standard Index.

• For more details, please refer to the MSCI GIMI Methodology.

https://www.msci.com/index/methodology/latest/GIMI
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Contact Us
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The process for submitting a formal index complaint can be found on the index regulation page of MSCI’s website at: 
https://www.msci.com/index-regulation.

AMERICAS EUROPE, MIDDLE EAST & AFRICA ASIA PACIFIC

Americas +1 888 588 4567 * Cape Town + 27 21 673 0100 China North 10800 852 1032 *

Atlanta + 1 404 551 3212 Frankfurt + 49 69 133 859 00 China South 10800 152 1032 *

Boston + 1 617 532 0920 Geneva + 41 22 817 9777 Hong Kong + 852 2844 9333

Chicago + 1 312 675 0545 London + 44 20 7618 2222 Mumbai + 91 22 6784 9160

Monterrey + 52 81 1253 4020 Milan + 39 02 5849 0415 Seoul 00798 8521 3392 *

New York + 1 212 804 3901 Paris 0800 91 59 17 * Singapore 800 852 3749 *

San Francisco + 1 415 836 8800 Sydney + 61 2 9033 9333

São Paulo + 55 11 3706 1360 Taipei 008 0112 7513 *

Toronto + 1 416 628 1007 Thailand 0018 0015 6207 7181 *

* = toll free
msci.com
clientservice@msci.com
esgclientservice@msci.com 

Tokyo  +81 3 5290 1555

https://www.msci.com/index-regulation
mailto:clientservice@msci.com
mailto:esgclientservice@msci.com
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About MSCI: Index
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MSCI is a leading provider of critical decision support tools and services for the global 
investment community. With over 50 years of expertise in research, data and technology, we 
power better investment decisions by enabling clients to understand and analyze key drivers 
of risk and return and confidently build more effective portfolios. We create industry-leading 
research-enhanced solutions that clients use to gain insight into and improve transparency 
across the investment process. To learn more, please visit www.msci.com. 

The process for submitting a formal index complaint can be found on the index regulation 
page of MSCI’s website at: https://www.msci.com/index-regulation.

http://www.msci.com/
https://www.msci.com/index-regulation
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Notice and Disclaimer
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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 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 should not be relied upon as such. Signals are inherently backward-looking because of their use of historical data, and they are not intended to predict the future. The relevance, correlations and 
accuracy of Signals frequently will change materially.

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.

Index returns do not represent the results of actual trading of investible assets/securities. MSCI maintains and calculates indexes, but does not manage actual assets. The calculation of indexes and index returns may deviate from the stated methodology. Index returns do not reflect payment of 
any sales charges or fees an investor may pay to purchase the securities underlying the index or Index Linked Investments. The imposition of these fees and charges would cause the performance of an Index Linked Investment to be different than the MSCI index performance.

The Information may contain back tested data.  Back-tested performance is not actual performance, but is hypothetical.  There are frequently material differences between back tested performance results and actual results subsequently achieved by any investment strategy.  

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 
of a security within an MSCI index is not a recommendation by MSCI to buy, sell, or hold such security, nor is it considered to be investment advice.

Data and information produced by various affiliates of MSCI Inc., including MSCI ESG Research LLC 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 msci.com.

MSCI ESG Research LLC is a Registered Investment Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI Inc.  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 a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such, provided that applicable products or services from MSCI ESG Research may constitute 
investment advice. 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. MSCI ESG and climate ratings, 
research and data are produced by MSCI ESG Research LLC, a subsidiary of MSCI Inc. MSCI ESG Indexes, Analytics and Real Estate are products of MSCI Inc. that utilize information from MSCI ESG Research LLC. MSCI Indexes are administered by MSCI Limited (UK) and MSCI Deutschland GmbH.

Please note that the issuers mentioned in MSCI ESG Research materials sometimes have commercial relationships with MSCI ESG Research and/or MSCI Inc. (collectively, “MSCI”) and that these relationships create potential conflicts of interest.  In some cases, the issuers or their affiliates 
purchase research or other products or services from one or more MSCI affiliates. In other cases, MSCI ESG Research rates financial products such as mutual funds or ETFs that are managed by MSCI’s clients or their affiliates, or are based on MSCI Inc. Indexes. In addition, constituents in MSCI 
Inc. equity indexes include companies that subscribe to MSCI products or services. In some cases, MSCI clients pay fees based in whole or part on the assets they manage. MSCI ESG Research has taken a number of steps to mitigate potential conflicts of interest and safeguard the integrity and 
independence of its research and ratings. More information about these conflict mitigation measures is available in our Form ADV, available at https://adviserinfo.sec.gov/firm/summary/169222.  

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 
jurisdictions.  The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and S&P Global Market Intelligence.  “Global Industry Classification Standard (GICS)” is a service mark of MSCI and S&P Global Market Intelligence.

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. 

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

https://www.msci.com/privacy-pledge
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