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Raising the bar for liquidity risk management for U.S. buy-side institutions

LiquidityMetrics

Portfolio Liquidity Profile
Liquidity Scores

COMPANY: ${portfolioAttribute(Company)} CURRENCY: EUR
PORTFOLIO: Strategy 1 ANALYSIS DATE: October 24, 2016

Portfolio As-Of Date: October 24, 2016

 

Notes
Highly Liquid: <3 days to liquidate; Liquid: 4-5 days to liquidate; Less Liquid: 6-10 to liquidate; Illiquid: >10 days to liquidate. Assumes 100% liquidation with a 250bp Transaction Cost limit.

While this Report was prepared using sources, models, information and data believed to be reliable, the information contained herein, including, without limitation, any results or data provided to you by MSCI, Inc. (“RMG”), are provided to you AS IS. All expressed or implied representations or warranties of any kind with
respect to the Report or the information contained herein, including, without limitation, warranties as to accuracy, completeness, timeliness, suitability, merchantability or use for a particular purpose are hereby disclaimed. Neither MSCI nor MSCI’s software or data providers shall be responsible or liable for results obtained
from use of the Report, or any information or analyses contained therein, or any losses, (whether direct, indirect, in contract, tort or otherwise) arising from any decision made or action taken by any party in reliance upon the Report, or for any delays, inaccuracies, errors in, or omissions of the Report.
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Asset Type by Market Value
 

Equity:  66.5%

Cash:  27.7%

Bond:  4.1%

Other:  1.6%

 Market Value by Liquidity Score
 

Highly Liquid:  86.58%

Liquid:  10.97%

Less Liquid:  0%

Illiquid:  0%

Unscored:  2.46%

 Market Value by Liquidity Score
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Liquidity  Score by Asset  Class  (% Market  Value)
 

Total Portfolio
 

Asset Type # Assets Amount %

Total 66 127,866,847 100.00

Bond 1 5,267,852 4.12

Cash 18 35,481,130 27.75

Equity 46 85,065,074 66.53

Other 1 2,052,792 1.61

Highly Liquid
 

# Assets Amount %

59 110,703,155 86.58

0 0 0.00

18 35,481,130 27.75

41 75,222,025 58.83

0 0 0.00

Liquid
 

# Assets Amount %

4 14,021,420 10.97

1 5,267,852 4.12

0 0 0.00

3 8,753,569 6.85

0 0 0.00

Less Liquid
 

# Assets Amount %

0 0 0.00

0 0 0.00

0 0 0.00

0 0 0.00

0 0 0.00

Illiquid
 

# Assets Amount %

0 0 0.00

0 0 0.00

0 0 0.00

0 0 0.00

0 0 0.00

Unscored
 

# Assets Amount %

3 3,142,272 2.46

0 0 0.00

0 0 0.00

2 1,089,480 0.85

1 2,052,792 1.61

 
Total Portfolio Liquidation
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 Transaction Cost By Liquidation Horizon
  Liquidation Horizon
  1 day 3 days 5 days 10 days 30 days

Trading Scenario Size (%) Costs (bps) Size (%) Costs (bps) Size (%) Costs (bps) Size (%) Costs (bps) Size (%) Costs (bps)

1% 0.98 0.24 0.98 0.23 0.98 0.23 0.98 0.22 0.98 0.21

5% 4.88 0.33 4.88 0.29 4.88 0.27 4.88 0.25 4.88 0.23

10% 9.75 0.41 9.75 0.34 9.75 0.31 9.75 0.27 9.75 0.24

25% 24.39 0.58 24.39 0.44 24.39 0.39 24.39 0.33 24.39 0.26

50% 48.20 0.78 48.77 0.58 48.77 0.49 48.77 0.39 48.77 0.29

100% 94.92 1.08 95.91 0.77 96.91 0.64 97.54 0.49 97.54 0.33

MSCI’s LiquidityMetrics is an advanced multi-asset class liquidity risk framework designed to support regulatory 
reporting and investment management processes for asset managers and hedge funds such as:

•	 Regulatory reporting and  enhanced liquidity risk management programs

•	 Extensive liquidity risk analysis that accounts for transaction cost, market impact, market depth and market activity

•	 Stress testing the liquidity of a portfolio under alternative trading scenarios and adverse market 
liquidity conditions

Optimized to support compliance with  
SEC Rule 22e-4 and Form-PF

Designed to enable you to:

•	 Use a single, transparent liquidity risk model for all funds 
and across asset classes

•	 Classify your fund’s investments into the pre-scribed 
liquidity buckets ‘Highly Liquid’, ‘Moderately Liquid’, ‘Less 
Liquid’ and ‘Illiquid’ 

•	 leveraging analytics which have been designed to 
measure the time-to-liquidation based on trading size 
and market impact constraints,

•	 and quality reviewed settlement period data

•	 Determine the percentage of highly liquid investments 
(investments that can be converted to cash within  
three days)

•	 Measure the percentage of Illiquid assets which is 
expected to not exceed 15 percent

Extensive coverage and support

•	 Global multi-asset class coverage supported by IHS 
Markit quote and trade data for fixed income, Virtu’s 
cost curves for equities and data-driven calibrations for 
derivatives

•	 Methodology that jointly models the multiple facets 
of liquidity risk – time, cost, and size – in a consistent 
manner

•	 Automated workflow with large scale throughput for 
batch processing
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LiquidityMetrics in practice

LiquidityMetrics provides a consistent liquidity analytics 
framework that can be applied throughout an organization.

Risk management and control

•	 Support regulatory risk reporting

•	 Enable firm-wide liquidity risk measurement

•	 Quantify unrealized costs in liquidation/ 
redemption commitments 

Investment management

•	 Conduct stress testing via alternative liquidation scenarios

•	 Perform pre-trade, expected transaction cost analysis

•	 Facilitate liquidity-based investment decisions

About MSCI 

MSCI is a leading provider of critical decision support tools and services for the global investment community. With over 45 
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 information contained herein (the “Information”) may not be reproduced or disseminated in whole or in part without prior written permission from MSCI. The Information may not be used to 
verify or correct other data, to create indexes, risk models, or analytics, or in connection with issuing, offering, sponsoring, managing or marketing any securities, portfolios, financial products or other 
investment vehicles. 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 or MSCI index 
or other product or service constitutes an offer to buy or sell, or a promotion or recommendation of, any security, financial instrument or product or trading strategy. Further, none of the Information or 
any MSCI index 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 Information 
is provided “as is” and 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 MSCI INC. OR ANY OF ITS SUBSIDIARIES OR 
ITS OR THEIR DIRECT OR INDIRECT SUPPLIERS OR ANY THIRD PARTY INVOLVED IN THE MAKING OR COMPILING OF THE INFORMATION (EACH, AN “MSCI PARTY”) MAKES ANY WARRANTIES 
OR REPRESENTATIONS AND, TO THE MAXIMUM EXTENT PERMITTED BY LAW, EACH MSCI PARTY HEREBY EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES, INCLUDING WARRANTIES OF 
MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE. 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.

©2019 MSCI Inc. All rights reserved | CFS0719

Methodology - liquidity surface

The LiquidityMetrics methodology is based on constructing 
asset-specific liquidity surfaces designed to capture the time, 
cost, and size dimensions of market trades to provide a more 
thorough description of asset liquidity.

Inputs into liquidity surfaces include:

•	 Market impact – dependence of the price on order size

•	 Market elasticity – the ability and speed of a market to 
regenerate liquidity, an indicator of market activity

•	 Market depth – the maximum size thresholds for 
sufficient supply and demand

•	 Bid-ask spread – the expected transaction cost for 
standard orders

Analytics - from asset to portfolio level

Analytics available through LiquidityMetrics include:

•	 Liquidation horizon – the time to liquidation of an order 
given a transaction cost threshold

•	 Liquidation amount – the maximum size of a position that 
can be liquidated given transaction cost and liquidation 
horizon constraints

•	 Liquidation value – the proceeds expected to be realized 
from an order

•	 Transaction cost – expected difference between realized 
price of an order and the prevailing price

•	 Liquidity bucketing – ready-to-use regulatory (SEC 
Liquidity Rule 22e-4 and AIFMD) and custom scoring 

rules

•	 Regulatory bucket threshold - the maximum position  
size for a security and a given liquidity bucket (e.g.  
‘Highly Liquid’)


