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Abstract:

The stock markets vary in terms of their degree of development, activity and
organization. Some of them reached an advanced level and thus became an
Important destination for international investors, while others still suffer from
lack of many organizational aspects and low levels of activity. But what was
observed at the most of them that it has gone developing its structures and
enacting new laws that govern them in order to raise their levels, thus allowing
some of them to perform better. This has attracted the attention of many indices
that are concerned with the classification of financial markets such as MSCI and
other indexes, which classified them according to their level of development to
developed markets and emerging as well as other levels that appeared due to the
development of the needs of investors, and the emerging markets has attracted
the attention and interest of the foreign investor because of the existence of
many investment opportunities in it compared to other markets, and these
markets have also received significant inflows from foreigners. The upgrade of
Qatar Stock Exchange and the UAE market from the Frontier market to the
Emerging Markets in June 2014, according to the MSCI index, has been left a
great impact on their trading volumes and levels, and it has also been known a
large rush of foreigners to invest in the first months of promotion, and the price
of securities in these markets increased in the period between the announcement
date and the effective date, but its soon went down after implementation.
Keywords: foreign portfolio investments, stock market upgrades, emerging
stock markets, MSCI Index
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Source: Transition Strategies Around MSCI Country Reclassifications, opcit, p03.
*MSCI, results of MSCI 2018 market classification review, press release, New York, June,
2018, p01.

**MSCI, Consultation on A Market Reclassification Proposal for The MSCI Argentina
Index: Potential Reclassification from Frontier to Emerging Markets, Press Release, New
York, March, 2018, p03.

***Asha Mehta, China A-Shares: welcome to the emerging markets index, Acadian Asset
Management, may 2018, p01.

****Pakistan To Return to Emerging Markets, opcit, pO1.

****¥*Index provider MSCI removes Bulgaria from Frontier benchmark, Reuters,
published on June 30, 2016, from the site: https://uk.reuters.com/article/bulgaria-index-msci-
IdUKL9N13602B

**xx*xx*MSCI, Reclassification of MSCI Ukraine Index: MSCI to Consult on a Proposed
Market Reclassification for the MSCI Ukraine Index, Press Release, New York, April 21,
2015 p01.

https://www.msci.com/indexes
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! See:
-Christopher Woods, Classifying South Korea as a Developed Market, white paper report, FTSE publications,

January 2013, p04.

-MSCI, results of MSCI 2016 market classification review, press release, New York, June 2016, p 02.

-B. Todd Stewart, Bob Noll, A Fiduciary’s Guide to Passive Fund Benchmark Selection, Sage View
Advisory Group, August 2017, p06.
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1 MSCI, results of MSCI 2017 market classification review, press release, New York, June 2017, p 01.
2 Not Your Parents’ Emerging Markets Index, Acadian Asset Management, December 2018, p03.
3See:

-MSCI Emerging Markets Index Adjustments, opcit, pp 01-02.

-Asha Mehta, China A-Shares: welcome to the emerging markets index, opcit, p05.

4 Not Your Parents’ Emerging Markets Index, opcit, p03.
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Source: transition strategies around MSCI country reclassifications, opcit, p07.
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! Terence C. Burnham, Harry Gakidis & Jeffrey Wurgler, opcit, p12.
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! Terence C. Burnham, Harry Gakidis & Jeffrey Wurgler, opcit, p13.
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I @35 & AACWI Sa5e ) BLoYL Leid) B0V 55 & axlysl aiew cdedidll 31 suYl
Al )t =3V ol 3 BV e M- ) s o L D1l e 3 Olo sl
Bl o) 2] azd 5 e Gl s i 3 %6 T Bl Lo a5 as I ACWI L2 gl a3,
ay3] o Lkie 732 Lg% Lib altf aney 25U B1en) S50 0 745 i o) anShe deail)
Ll Gadl &) oz ) odBY) 3505 (EAFET J2 545 (World index S a5l e IS5 3
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P ) I3t e Vs e 5 Sy ¢ 2B 1) e 5,
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June 2014  September 2013  September 2012

DEVELOPED

WORLD Cap Indexed ($B) 2,156 2,388 1,906
Cap Total ($B) 31,946 29,421 23,544
% Indexed 7% 8% 8%

ACWI Cap Indexed 2,287 1,714 1,152
Cap Total 35,791 33,308 27,309
% Indexed 6% 5% 4%

EAFE Cap Indexed 2,010 1,682 1,438
Cap Total 12,695 12,372 10,133
% Indexed 16% 14% 14%

EUROPE Cap Indexed 544 337 261
Cap Total 8,434 8,234 6,606
% Indexed 6% 4% 4%

gyl Bpl (sT assTy Lo sty aaid) o081 G5l 1l i Europe, Australasia and Far East index :EAFE = 3"

33V Gy U el
! Terence C. Burnham, Harry Gakidis & Jeffrey Wurgler, opcit, p08.
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ASIA (ex-Japan)  Cap Indexed 329 372 300
Cap Total 3,047 2,954 2,755
% Indexed 11% 13% 11%

Total Developed % Indexed* 38% 35% 34%

EMERGING

EM PROPER Cap Indexed 1,746 1,364 1,451
Cap Total 3,860 3,929 3,853
% Indexed 45% 35% 38%

ACWI Cap Indexed 2,287 1,714 1,152
Cap Total 35,791 33,308 27,309
% Indexed 6% 5% 4%

Total Emerging % Indexed 52% 40% 42%

FRONTIER

FM Cap Indexed 23 unavailable Unavailable
Cap Total 106 84 69
% Indexed 22% unavailable Unavailable

*Includes the average of Europe and Asia
Source: Transition strategies around MSCI country reclassifications, opcit, p05.

Ao O AN el I e 0T e B Uy w3l B V) i) o 35
b sl ad Al 3 Of S o il cadey (ed) L3l ksl a8 de )
Db 100 — a8 &l 3 g Al e (5538 5 3 dlsney QYo Lk 10 — A8 L G5
ooy ) Oy ppoinell eV gm0 750 Dliny coppeiad) pr B s S5 s ey Yo
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— A e e 53 T ST a g ) i) Sl s OF g L) e ) ald) J1pe ) e
OV G gl Jotanir (Ul g cOabnd) p poiind) |3 0 357508 N 9 5L 400 Lze Y 35 O5eh 5 01
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ST 3 a5 ) wleail o o)) e o) el 15 e ) Sles Blo 0 Y0
YL s T
Glo 05San cazald) Bl a8 (] 23 gadh) Gl 28 0 b 3w Citead w3, Jbs (3 aldes
A pod) Bl om0 (229%-52%) %030 — AE Gyl M Ll famn ) Aozl Sl
less  Lom> B Cp Tanl ) Gie i & A blauly o8yl A b sl dee )
t ek LS il w38y amore benchmark Lo 531y benchmark

! Transition strategies around MSCI country reclassifications, opcit, p04.
sl 35 ey Oyl 4 woy @ B e SLEL 6 L) 104 @By oell) ¥
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Source: Transition strategies around MSCI country reclassifications, opcit, p07.
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! Terence C. Burnham, Harry Gakidis & Jeffrey Wurgler, opcit, pp 11-12..
2 |bid, p13.
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!Claudio Raddatz, Sergio L.Schmukler & Tomas Williams, International Asset Allocations and Capital Flows:
The Benchmark Effect, Journal of International Economics, volume 108, September 2017, P19.

2Transition strategies around MSCI country reclassifications, opcit, p08.

%Ibid, p08.
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Lehmann and Modest, 1987; Sharpe, 1992; Wermers, 2000; Cremers and - JS olals saall s 3 s4*

'l ki) <Petajisto, 2009; Sensoy, 2009; Busse et al., 2014; Cremers et al., 2016
Claudio Raddatz, Sergio L.Schmukler & Tomas Williams (2017), opcit, p01.
Harris and Gurel, 1986; Shleifer, 1986; Chen et al., 2004; Barberis et al., 2005; .~ JS° ol ) Ls a6,

Greenwood, 2005; Hau et al., 2010; Hau, 2011; Vayanos and Wooley, 2011, 2016; Claessens and Yafeh, 2012;
:Ji i <Faias et al., 2012; Bartram at al., 2015; Chang et al., 2015

Ibid, po1.
il g o 0BT 5 e ghadl g Sl gl Gy o1 8150 LB gl e Gl lane

157



LY R ROV L v RITUNE (RY I (PSR R SES: J RCR [PL WPY: [

PR R (VR TS S B C U PRV JUR G R S U P PP Ve
<FTSE 100, DAX or CAC40 ol ¥ JUl fow e Lgo lly Bl Dl o 1 s 2 311 58T
1T e e et ) s Bals B £ 18 e 2l AW 315 5Y1 Bl gl ol o e 23187
2 Slo ) ol b jias Il el e 6 T ol g el B sda iy ol Sy o8yl slsl
OF LS ¢ el olalles s ol bas! | shai g bl Lot ¥) aed) i U] 31 s (s jm OF o SK
18 go olol ek 30 ST Lamll Lt OF (S0 1y ) 1 (3 pabe st 3le gl 5y 5
S&PDJI, MSCI, Bloomberg, Morningstar, HIS s & 3lall ol 2 308" &l sl o1 G sl
el o (3 e SRS s «Markit and Center for Research in Security Prices (CRSP)
sdn ol ey sVl SV Al Nl ) e i Lossle By el el Bl
Citigroup, Barclays Bank, Deutsche Bank, Credit Suisse, UBS, JPMorgan or S < &l
Bl 5 el (3 & lee Yl gsliall e wdes LS Ja o, 80 e s & 9 Goldman Sachs
Jroz am sl Ve e 5 3 g eself-indexing Lgwin Lgwds oo Gl W ol @l b 5a sLidY ax gl e
b3 o it S G IS e Ll el S s JaW AUl 3 c3d )
Wisdom Tree Jylio jomy soleiinl axuS Wdge o dawd S5 Gl ol sl
ol @ oloysdy 1) 31, 0¥ aea 3 e d Lo 5 0 Jgliie ol 30 B stis J ol Investments
o Gadall o amldl L8 e a8 S L sl Jlestl deam s Ko 6 s 5e cLisY 2006 2
Pl Jol gl o i ezt

63 bl 5 57 o o (ske (T 8 bl old B gl e ol el dola. 1

ol @3 oSG A=l AU B, 0V gy Lol ) s 5.2

Glezia¥) e 20413

Otz 335 J1 ) o 4

ol psis ¥ Sy w2 5L el e s S zall sl sl ae dla O V)

iy S Wlem 2w OF S sl e DAY (of anldl sdgd (Bl Jlgl laizal e
JsoW o n ST 0l adn 13 e 5l J 5oV oo OF 0 (5 e 500y (3 gzl
o LlE S ¥ goluad) aey OF Laslie s U 3 b Moy (aoliall sds 13 o0 a5 L

! Tomasz Miziotek, opcit, pp 141_144.
VanEck, Guggenheim, Northern Trust, First Trust and State Street : Jt W aolx ol 25 ¢ 2 gl casil LS
:d) kit (Global Advisors
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2 B. Todd Stewart and Bob Noll, opcit, p 02.
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!Claudio Raddatz, Sergio L.Schmukler & Tomas Williams (2017), opcit,P01.

2 Tomasz Miziolek, opcit, p145.

3Claudio Raddatz, Sergio L.Schmukler & Tomas Williams, International Asset Allocations and Capital Flows:
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Announcement  Effective Market 0ld Index NewIndexr  Upgrade Bencrlrﬂ[;kad
Jume 2013 June 2014 atar FM EM Yes Y
Junc 2013 June 2014 United Arab Emirates FM EM Yes s
Junc 2013 Decemnber 20013 Greece 16 EM Mo s
June 2013 December 2013 Morocco EM FM Mo Mo
February 2011 June 2011 Trinidad & Tobago FM Standalone Mo Mo
February 3010 May 2010 Bangladesh Standalone FM Yes s
Jume 09 June 2010 Laracl EM o Yes Mo
May 2009 June 2009 Trinidad & Tobago  Standalone FM Yes Yes
March 2009 June 2009 Pakistan Standalone FM Yes s
Fehruary 2009 June 2009 Argentina EM FM Mo Mo
December 2008 Janwary 2009 Pakiztan EM Standalone Mo Mo
Jume 108 Decernber 2008 Jordan EM FM Mo Mo
Apri] 2006 June 2006 Veneaels EM Standalone Mo Mo
February 2001 June 2001 Sri Lanka EM Standalone Mo Mo
July 2000 June 2001 Egvpt Standalone EM Yes Yes
July 2000 June 2001 (irecce EM o Yes Mo
July 2000 June 2001 Maoroceo Standalone EM s g




