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Islamic IndicesIslamic Indices

1. Construction and methodology highlights, including 
dividend purification

2. Performance and risk characteristics

3. Benefits
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� Up to 39 yearsHistory

Equity

� Hedge Fund Indices
� Hedge Invest Indices

Hedge Fund

� US Equity
� US REIT
� REIT Preferred
� China A
� KOKUNAI Japan 

Domestic

� Developed Markets:
− Core
− Value & Growth
− All Country Sector
− Small Cap

� Emerging Markets:
− Core (including Frontier Markets)
− Value & Growth
− All Country Sector
− Small Cap

� Thematic  and Strategy Indices
� Custom Indices
� Real Time Indices
� Global Industry Classification Standard 
(GICS®)

International

Altern.

MSCI Islamic IndicesMSCI Islamic Indices

� Over 100,000 indices in total 
calculated daily for the equity, 
hedge fund, and REIT markets

− Over USD 3 trillion estimated to be 
benchmarked to MSCI indices 
globally3

− Used as the performance 
benchmark for over 90% of all 
international equity assets under 
management in the US4

� Risk models and analytics for the 
equity, multi-asset class, and fixed 
income markets

MSCI Global Islamic Indices
• launched July 2007
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Bahrain 
Kuwait
Oman
Qatar
U. Arab 
Emirates
Lebanon

Middle-East
Bulgaria
Croatia
Estonia
Kazakhstan
Romania
Slovenia
Ukraine
Lithuania
Serbia

Central & 
Eastern 
Europe & CIS

Kenya
Mauritius
Nigeria
Tunisia

Africa
Sri Lanka
Vietnam

Asia

+

MSCI All Country World Index (ACWI)

MSCI All Country World Index (ACWI) and Frontier Ma rkets (ACWI FM)

MSCI Emerging and Frontier Markets (EFM) Index

+MSCI World Index MSCI Emerging Markets (EM) Index MSCI Frontier Markets (FM) Index*

Canada
United 
States

North
America

Austria
Belgium
Denmark
Finland
France
Germany
Greece
Ireland
Italy
Netherlands
Norway
Portugal
Spain
Sweden
Switzerland
United 
Kingdom

Europe

Australia
Hong Kong
Japan
New Zealand
Singapore

Pacific

China 
India
Indonesia 
Korea
Malaysia
Pakistan
Philippines 
Taiwan 
Thailand

Emerging
Asia

Argentina
Brazil
Chile
Colombia
Mexico
Peru

Latin
America

Czech Republic
Egypt
Hungary
Israel
Jordan
Morocco
Poland
Russia
South Africa
Turkey

Europe, 
MidEast, Africa

MSCI Indices: Country CoverageMSCI Indices: Country Coverage

* Saudi Arabia is excluded due to investment restrictions applied to foreign investors based outside GCC countries;
Lithuania and Serbia are under consideration for inclusion in the MSCI Frontier Market Index during the November 2008 Semi-Annual Index Review

Islamic indices encompass Developed and Emerging Markets, as well as the GCC Countries.
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MSCI Global Islamic Indices
Methodology
MSCI Global Islamic Indices
Methodology

� Constructed from all applicable MSCI country and composite 
indices (covers 53 countries, emerging, developed and GCC)

� The MSCI Islamic Index Methodology has been approved by an 
independent Board of Sharia scholars, the board of Dar al 
Istithmar, who issued a Fatwa

� Securities screened according to MSCI Islamic Index Methodology
1. Prohibited activities 

2. Financial rations in order to identify interest, excessive leverage or cash 

• Debt/total assets

• (Cash + interest bearing securities) / total assets

• Accounts receivables / total assets

The first two financial ratios may not exceed 33.33%, the third ratio may not exceed 70%

Please refer to www.mscibarra.com/products/indices/islamic/methodol ogy.html ; consultation ongoing
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MSCI Global Islamic Indices
Methodology
MSCI Global Islamic Indices
Methodology

� Total return indices incorporate purified dividend
− If a company derives part of its total income from interest income, Sharia 

investment principles state that this proportion must be deducted from the 
dividend paid out to shareholders and given to charity 

− MSCI Barra will apply a “dividend adjustment factor” to all reinvested 
dividends. The “dividend adjustment factor” is defined as: 

(total earnings – interest income) / total earnings

− MSCI Barra will review the “dividend adjustment factor” on an annual 
basis, however that factor is sent on a daily basis to clients in order for 
them to adjust dividends as and when they are paid

− MSCI uses the “purified” dividends to construct DTR Islamic indices 
(gross and net)
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MSCI Global Islamic Indices
Example
MSCI Global Islamic Indices
Example

� Total return indices incorporate purified dividend
− As per the example below, if Company A pays a gross dividend of 0.23, 

and MSCI’s Dividend Adjustment Factor is 0.9823,  the gross purified re-
invested amount will be 0.2259 

Dividend Adjustment Factor: (total earnings – interest income) / total earnings

Declared dividend 
amount

MSCI net dividend 
amount

Purified dividend 
adjustment factor

MSCI purified 
gross div.

MSCI purified 
net div.

0.23 0.161 0.9823 0.2259 0.1582

70.0% 0.9823 0.9823
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Illustration
MSCI World Islamic (Price, Gross) vs MSCI World 
Illustration
MSCI World Islamic (Price, Gross) vs MSCI World 

� Re-invested dividends in the Islamic Index (Gross vs Price) added 7% return (13.7% vs
6.7%)

� In the same period, the MSCI World Index lost 3.5%

Sept. 30 2005 to Sept. 30 2008
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MSCI Global Islamic Indices
Performance and Weights
MSCI Global Islamic Indices
Performance and Weights

Sector weights for MSCI World and MSCI World Islami c indices

Sector weights for MSCI EM and MSCI EM Islamic indi ces
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Risk Characteristics
MSCI Islamic Indices vs Conventional
Risk Characteristics
MSCI Islamic Indices vs Conventional

MSCI Indices

US World EM GCC US World EM GCC

Momentum -0.04 0.02 -0.06 -0.06 0.06 0.16 -0.06 -0.18
Volatility -0.07 -0.09 0.35 -1.34 -0.30 -0.29 0.40 -1.39
Value 0.02 0.04 -0.04 -0.06 -0.13 0.03 0.01 0.10
Size 0.31 0.29 0.22 0.31 0.45 0.35 0.35 0.35
Size Nonlinearity 0.12 -0.08 -0.04 -0.08 0.13 -0.13 -0.13 -0.10
Growth -0.04 -0.03 0.04 0.04 0.03 0.02 0.06 0.18
Liquidity 0.04 0.02 0.22 0.05 -0.10 -0.14 0.15 0.13
Financial Leverage -0.10 0.01 -0.04 0.01 -0.42 -0.41 -0.23 -0.32

Earnings Variation -0.08 - - - -0.04 - - -
Earnings Yield -0.17 - - - 0.06 - - -
Yield -0.02 - - - 0.06 - - -
Non-Est Universe 0.02 - - - 0.01 - - -
Currency Senisitivity 0.02 - - - 0.01 - - -

Data as of September 30, 2008. US indices analysed with the Barra USE3L model, other indices analysed with the 
Barra GEM2L model

MSCI Islamic Index Style 
Exposures

MSCI Standard Index Style 
Exposures

• Significant negative exposure to the Financial Leverage factor for the MSCI World Islamic 
Index vs. MSCI World Index  

• That negative exposure to the Financial Leverage factor has made a positive contribution to 
the performance of the Islamic indices vs. the conventional
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Risk and Performance Characteristics
MSCI Islamic Indices vs Conventional
Risk and Performance Characteristics
MSCI Islamic Indices vs Conventional
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MSCI Global Islamic Indices
Benefits
MSCI Global Islamic Indices
Benefits

1) Fatwa issued on the methodology by prominent scholars (Dr. Elgari, Dr 
Hassan, Dr Ali Qaradaghi, Dr Abu Ghuddah, Dr Daud Bakar)

2) Breadth and Depth

� Covers 53 countries including the GCC countries

� Islamic methodology can be applied to any MSCI Index (country, regional, thematic)

3) Innovative

� MSCI Barra the only index provider to incorporate dividend purification in the total 
return calculation; use of total assets (vs market cap)

4) MSCI Data Quality

� Market-leading brand with over 35 years expertise, consistent methodology across 
countries

5) Product Creation

� BGI launched in December 2007 their first range of Islamic ETFs which are 
benchmarked to the MSCI Global Islamic Indices 
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MSCI Barra 24 Hour Global Client ServiceMSCI Barra 24 Hour Global Client Service

Asia Pacific

China North 10800.852.1032 (toll free)

China South 10800.152.1032 (toll free)

Hong Kong +852.2848.7333

Singapore +65.6834.6777

Sydney +61.2.9033.9333

Tokyo +813.5424.5470

Europe, Middle East & Africa

Amsterdam +31.20.462.1382

Cape Town +27.21.683.3245

Frankfurt +49.69.2166.5325

Geneva +41.22.817.9800

London +44.20.7618.2222

Madrid +34.91.700.7275

Milan +39.027.633.5429

Paris 0800.91.59.17 (toll free)

Zurich +41.44.220.9300

Americas

Americas 1.888.588.4567 (toll free)

Atlanta +1.404.949.4529

Boston +1.617.856.8716

Chicago +1.312.706.4999

Montreal +1.514.847.7506

New York +1.212.762.5790

San Francisco +1.415.576.2323

São Paulo +55.11.3048.6080

Toronto +1.416.943.8390

clientservice@mscibarra.com
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Notice and DisclaimerNotice 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. (which is registered to do business in New York under the name NY MSCI), Barra, Inc. (“Barra”), or their affiliates (including 
without limitation Financial Engineering Associates, Inc.) (alone or with one or more of them, “MSCI Barra”), or their direct or indirect suppliers or any 
third party involved in the making or compiling of the Information (collectively, the “MSCI Barra Parties”), 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 MSCI or Barra, as 
applicable. 

� 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 or Barra product or data.

� Historical data and analysis should not be taken as  an indication or guarantee of any future performan ce, analysis, forecast or prediction.

� None of the Information constitutes an offer to sel l (or a solicitation of an offer to buy), or a prom otion or recommendation of, any security, 
financial product or other investment vehicle or an y trading strategy, and none of the MSCI Barra Part ies endorses, approves or otherwise 
expresses any opinion regarding any issuer, securit ies, financial products or instruments or trading s trategies.  None of the Information, 
MSCI Barra indices, models or other products or ser vices is intended to constitute investment advice o r a recommendation to make (or 
refrain from making) any kind of investment decisio n 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 BARRA 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 
AND BARRA, EACH ON THEIR BEHALF AND ON THE BEHALF OF EACH MSCI BARRA 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 Barra 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.

� Any use of or access to products, services or information of MSCI or Barra or their subsidiaries requires a license from MSCI or Barra, or their 
subsidiaries, as applicable.  MSCI, Barra, MSCI Barra, EAFE, Aegis, Cosmos, BarraOne, and all other MSCI and Barra product names are the 
trademarks, registered trademarks, or service marks of MSCI, Barra or their affiliates, 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.

� The governing law applicable to these provisions is the substantive law of the State of New York without regard to its conflict or choice of law principles.

© 2008 MSCI Barra.   All rights reserved.




