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On May 7th MSCI announced the results of its Semi-Annual Index Review for the changes effective after 
the close of May 30th.  This review marks the end of the two-step transition from the old MSCI index 
methodology to the new Global Investable Market Indexes (GIMI) – the most notable improvements 
being implemented are the clearly segmented Large, Mid, and Small Cap Indexes and the Emerging 
Markets Small Cap index series.   
 
 
MSCI Transition – Phase II 
 

 
In this last transition step, the final 50% of the free float market cap will be deleted from or added to the 
Global Standard Indexes. Phase I additions and deletions were implemented in the November 2007 Semi-
Annual Review. 
 
The expected one-way turnover including the transition for the MSCI World Standard Index is 2.9% and 
21.2% for the MSCI World Small Cap Index.  

Semi-Annual Review - MSCI World Index 
MSCI also announced non-transition related changes to the Indexes including additions, deletions, 
investability factor (FIF) changes, and share changes. There will be 49 securities added and 56 deleted 
from the World Index resulting in a 1.4% turnover (not including transition assets). The largest addition by 
free float-adjusted market cap is Berkshire Hathaway B shares which are newly eligible for index 
inclusion as a result of an increase in the liquidity rule. Nine of the additions to the World ex US index are 
migrations from the Small Cap index.  Of the 56 assets being deleted, six are Hong Kong assets which are 
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being reclassified as P-shares and are therefore being moved to the China (Emerging Market) index, two 
are large European assets which fail to meet investability requirements, and a number of others will 
migrate to the Small Cap Index. 
 

Semi-Annual Review - MSCI World Small Cap Index 
The MSCI World Small Cap Index will see 362 additions and 170 deletions, resulting in a 1% increase in 
the market cap of the index (despite poor performance in the previous six months), although the US 
market cap declined by .10%.  
 
While there is large one-way turnover for the Provisional World Small Cap (7.2%), the turnover for the 
broader index, the Provisional World IMI (incl. Large, Mid, and Small) is only 1.4%.  This is comparable 
to the Provisional World Standard turnover.  The following tables break down the changes by region and 
size segment. Exhibit 1 shows the Semi-Annual Review changes to the Provisional Indexes (i.e. not 
including the transition). Exhibit 2 shows the pro forma changes to the Global Standard and Small Cap 
Indexes including both the second step of the transition and the non-transition review changes.  
 
The Semi-Annual Index Review also reflects changes to the Global Minimum Size References and the 
Market Size-Segment Cutoffs, which impacts the cutoffs for the Large, Mid, and Small segments and the 
number of companies in each segment. Prior to this methodology change the Developed Markets World 
Index did not have a Large/Mid breakdown. The index contained a number of overlapping securities with 
the World Small Cap Index. The new methodology alleviates this overlap and allows investors to combine 
their Large + Mid Cap investments (e.g. World Index) and their Small Cap investment into a single 
comprehensive “All Cap” fund (e.g. World Investable Market Index (IMI)).  
 
The Global Minimum Size Reference (GMSR) fell significantly for all three segments as a result of poor 
performance since the last Semi-Annual rebalance in November 2007.  Provisional World Small Cap fell 
14.2% between October 11, 2007, and April 10, 2008, resulting in a 22.7% decline in the GMSR for Small 
Cap to USD 293M. The Large Cap and Mid Cap segments declined 12% and 12.8%, respectively, and the 
size references similarly declined 10% and 16.8%, respectively.  The number of constituents in the MSCI 
World IMI index increased by 185 names to 6,257 companies and has a projected market capitalization of 
30.5 trillion USD. 
 

 
 



  

 
 
 
All of us at Northern Trust Global Investments look forward to working with you to effectively manage 
the MSCI index evolution. We also welcome discussions on general international equity benchmark 
issues. If you have any questions about the MSCI methodology or transition or are interested in discussing 
related index trading strategies, please contact your Investment Relationship Manager. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Past performance is no guarantee of future results. It is not possible to invest directly in any index. The 
information in this report has been obtained from sources believed to be reliable, but its accuracy and 
completeness are not guaranteed. Any opinions expressed herein are subject to change at any time without 
notice. This report is provided for informational purposes only and does not constitute an offer or solicitation to 
purchase or sell any security or commodity. Northern Trust Global Investments comprises Northern Trust 
Investments, N.A., Northern Trust Global Investments Limited, Northern Trust Global Investments Japan, K.K., 
the investment adviser division of The Northern Trust Company and Northern Trust Global Advisers, Inc. and 
its subsidiaries to offer investment products and services to personal and institutional markets. © 2008. 
 
IRS CIRCULAR 230 NOTICE: To the extent that this message or any attachment concerns tax matters, it is not 
intended to be used and cannot be used by a taxpayer for the purpose of avoiding penalties that may be imposed 
by law. For more information about this notice, see http://www.northerntrust.com/circular230. 
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