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External Advisory Committee Discussions 
 

Introduction 

FTSE Russell index standards are underpinned by strong governance and 

an emphasis on transparency. To ensure that our indexes continue to meet 

investors’ requirements, independent committees advise on their design to 

make sure that they each evolve to continue to meet the highest standards 

in the industry. 

To promote transparency, this note provides a summary of the topics 

presented to the advisory committees in Q2 2020. 

 

1. Equity  
 
US Chapter 11 Bankruptcy Protection 

The COVID-19 pandemic has seen an increased number of US companies 

filing for Chapter 11 bankruptcy protection. In accordance with the Corporate 

Actions and Events Guide for Market Capitalisation Weighted Indexes, 

companies filing for Chapter 11 remain index constituents unless the 

companies are delisted from the primary exchange. The current policy 

therefore results in share, free float and index membership changes for 

those companies that have filed for Chapter 11 being implemented at the 

reviews.  

At the June meetings, regional equity advisory committee members 

discussed the existing policy and shared their views on whether an 

alternative approach should be considered. Some members voiced a 

preference for the company to be removed as soon as it files for Chapter 11 

while others commented that Chapter 11 provides an opportunity for a 

company reorganisation which investors might wish to participate in.  

The price to be used to remove those companies was also debated. Some 

were minded that the OTC price could potentially be used; however, if this 

were not available, the security could be removed at zero price.  FTSE 

Russell will consider the topic further prior to reaching a final decision.  

https://research.ftserussell.com/products/downloads/Corporate_Actions_and_Events_Guide.pdf
https://research.ftserussell.com/products/downloads/Corporate_Actions_and_Events_Guide.pdf
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Free Float Restrictions 

A 10% threshold exists for shares deemed to be strategic and therefore 

restricted from available free float; the threshold level was introduced 

following advisory committee endorsement in 2011. At the time it was 

determined that 10% was an appropriate level and aligned with multiple 

market disclosure requirements.  

The free float restriction threshold applies to shares held by founders, 

promoters, former directors, venture capital and private equity firms, private 

companies, individuals (including employees), and shares held by several 

holders acting in concert.  

The regional equity committees shared their thinking on whether the 10% 

threshold remains appropriate or whether it might be too high.  There was no 

clear consensus: some committee members felt that the 10% threshold is 

high and that the aggregated number of shares for each strategic 

shareholding would be quite significant when combined, hence, the 

availability of shares might not be representative. However, others 

suggested considering a threshold level for specific restricted free float 

categories. Members commented that if the 10% level is lowered for some 

categories, it should be increased for others to ensure an even balance.  

FTSE Russell will examine the potential options and the committees can 

expect be updated at their future meetings.  

 
Free Float Buffers 

A proposal to introduce a 0.25% threshold for index constituents with a free 

float of 5% or less, in advance of the September 2020 index reviews, was 

considered. The new threshold would only apply to two index constituents at 

present.  

There was unanimous support for the proposal which will progress through 

internal governance. 

 

Dividend Reinvestment 

Regular dividends are currently reinvested within the FTSE indexes at the 

open on the ex-date and this is communicated via the T+1 tracker file. On 

the other hand, dividend reinvestment within the Russell US indexes occurs 

at the close of the ex-date within the end-of-day product files.  

Opinions were divided on this: the APAC and Americas Regional Equity 

Advisory Committees welcomed the proposal to align the timing of the 

dividend reinvestment for FTSE indexes with the timing for the Russell US 

indexes, noting that this should assist portfolio managers. However, 

members of the EMEA Regional Equity Advisory Committee voiced a 

preference for retaining the current methodology. The topic will be given 

further consideration by FTSE Russell.  

 

Minimum Voting Rights 

Following on from discussions at the March 2020 meetings, further 

comments were received on this area. Currently, shares described as “non-

voting” or that provide only legal minimum rights are viewed as zero voting 
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shares with a minimum 5% voting right requirement for Developed markets 

index constituents.  

Some committee members commented that there needs to be further clarity 

on what provisions are needed to meet the voting rights requirements; for 

example, introducing a more rigorous approach to potentially incorporate the 

ability to vote on the election of a board of directors. Some felt that either the 

threshold should be removed completely, or it should be made more 

stringent.  Further consideration will be given to the potential options.  

 

China A Shares  

Committee members considered a list of “must have” requirements that 

FTSE Russell would share with the market authorities in China prior to 

proceeding with Phase 2 of the inclusion of China A Shares in FTSE global 

indexes. The committee members discussed what would be required for the 

Renminbi Qualified Foreign Institutional Investor (RQFII) / Qualified Foreign 

Institutional Investor (QFII) and Stock Connect access routes. The areas 

were subsequently finalised by FTSE Russell and were published in the 

FAQ; see hyperlink: China A Shares – Updated FAQ - Published 8 July 2020 

 

FTSE UK Series Reserve List 

To follow-up from debate at the March 2020 EMEA Regional Equity Advisory 

Committee, members considered once more whether the publication and 

continuation of the reserve list for the FTSE UK Index Series remains 

relevant. Previously some had felt that the reserve list might not be 

sufficiently representative in times of high market volatility. Potential options 

were considered with committee members generally being supportive of 

abolishing the reserve list and instead selecting the highest non-constituent 

company from the FTSE All-Share Index. FTSE Russell will discuss the topic 

further prior to reaching a determination.  

 
Annual Russell US Indexes - Reconstitution  

The 2020 Russell US Indexes Reconstitution (recon) was implemented after 

the close on Friday 26 June. The Americas Regional Equity Advisory 

Committee, which convened prior to the effective date, received a report on 

the key dates and timelines leading up to the recon. For further details see 

hyperlink: Russell Reconstitution 

In view of the ever-increasing size of the trades required for the single day 

event, the members shared their views on potentially “tranching” the 

implementation of future recons. Analysis will be conducted for further 

debate at the next meeting.  

 

Collective Investment Schemes (CIS)  

An enhanced classification guide intended for CIS classification purposes 

received the initial support of the FTSE Russell Industry Classification 

Advisory Committee. In June, the Regional Equity Advisory Committees and 

the Regional Real Estate Advisory Committees shared their comments on 

the refined guide which they felt to be clear and comprehensive. The guide 

will undergo further internal testing prior to publication.  

https://research.ftserussell.com/products/index-notices/home/getmethodology?id=2597070
https://www.ftserussell.com/resources/russell-reconstitution
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2. Policy Advisory Board  

Policy Advisory Board comprises market practitioners of the most senior 

level based throughout the globe who provide feedback from a strategic 

viewpoint. In June, members received an update on developments 

pertaining to the EU Benchmark Regulation (EU BMR) and on FTSE 

Russell’s proposed approach to aligning with the EU Paris Aligned 

Benchmark Targets.  

The agenda also reported on the progress of the Equity Country 

Classification Watch List markets and the Fixed Income Country 

Classification Watch List markets (see sections below). Final 

recommendations in advance of the September Annual Announcements will 

be presented to the Policy Advisory Board at the September meeting.  

 

3. International Organization of Securities 
Commission (IOSCO) – Annual Review of 
Ground Rules  

IOSCO is recognised as the global standard setter for the securities sector. 

It develops, implements and promotes adherence to internationally 

recognised standards for securities regulation. 

As part of the annual process of assessing compliance with the IOSCO 

principles for Financial Benchmarks Final Report (the IOSCO Principles), the 

Regional Equity Advisory Committees, Regional Real Estate Advisory 

Committees, FTSE Bursa Malaysia Index Advisory Committee, and the 

FTSE SET Index Advisory Committee conducted the annual review of the 

Statement of Principles and endorsed that they continue to meet the 

purpose for which they were designed. The principles are invoked by FTSE 

Russell in the event that strict adherence to the Ground Rules might 

potentially lead to significant market distortion. There were no changes 

made to the policy which can be found here: Index Support - Statement of 

Principles.  

The Americas Regional Equity Advisory Committee endorsed the 

methodology enhancements made over the past year for the Russell US 

Indexes and the APAC Regional Equity Advisory Committee endorsed the 

methodology enhancements for the FTSE China 50 Index. The committees 

were assured that the rules have been maintained assiduously and continue 

to meet the purpose for which they were designed. 

 

4. Green Industries  

A progress report on the implementation of Green Revenues 2.0 (GR 2.0) 

was provided at the May meeting. GR 2.0 data will be used to assess 

companies against the new Green Revenues Classification System set to 

replace the current Environmental Markets Classification System. New 

definitions, new IT systems and new data are being established, including 

significant changes to introduce tiering and in-house data collection. The 

objective is to enhance the Green Revenues and Environmental Markets 

processes and products for clients. GR 2.0 data is currently undergoing a 

http://www.ftse.com/products/indices/index-support-guides
http://www.ftse.com/products/indices/index-support-guides
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period of detailed data validation and the advisory committee will be updated 

on its progress at an extraordinary meeting in Q3. 

Additionally, committee members considered two draft research reports 

relating to “Green Revenues and the EU Taxonomy” and “Advancing 

Climate Performance for Government Bond Indexes” prior to their 

publication. Comments were also received on the proposed methodology for 

developing indexes which comply with the new EU climate benchmark 

definitions.  

 

5. EMEA Index Partner Advisory 
Committees  

At the May semi-annual meeting, the members of the FTSE ATHEX Index 

Series Advisory Committee were informed that the Hellenic Capital Market 

Commission had approved the Athens Stock Exchange’s application for EU 

Benchmark Administrator status.  In addition to commenting on the proposed 

semi-annual index review, the committee members endorsed updates to the 

committee terms of reference; an updated version was subsequently 

published and can be found here. 

The members of the FTSE CySE Index Advisory Committee endorsed 

enhancements within the Ground Rules for the FTSE/CySE 20 Index to 

clarify the management responsibilities; following approval by the index 

partners the Ground Rules were subsequently published and can be found 

here. The committee members were informed that the Cyprus Stock 

Exchange migrated to new ICB in December 2019.  

The FTSE Latibex Index Series Advisory Committee considered and 

supported the proposed semi-annual index review.  

 

6. Asia Pacific Index Partner Advisory 
Committees  

At the June semi-annual meeting, the members of the FTSE Bursa Malaysia 

Index Advisory Committee discussed whether a capping factor should be 

incorporated into the index methodology for the FTSE Bursa Malaysia KLCI. 

In addition to supporting the proposed semi-annual index review, the 

committee members endorsed the methodology enhancements made over 

the past year for the FTSE Bursa Malaysia Indexes, and confirmed that the 

rules have been maintained assiduously and continue to meet the purpose 

for which they were designed. 

The FTSE SET Index Advisory Committee considered and supported the 

proposed semi-annual index review. The committee members shared their 

comments on the potential index treatment of companies suspected of 

financial fraud.  

 

https://research.ftserussell.com/products/downloads/FTSE_Athex_Index_Series_Advisory_Committee.pdf
https://www.ftserussell.com/products/indices/cyse
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7. Equity Country Classification 

The classification of markets within FTSE global equity indexes is assessed 

on an ongoing basis and investors are kept fully informed in March on the 

markets placed on the Watch List at the September Annual Announcement. 

The Watch List comprises markets under consideration for a possible 

change in designation between Developed, Advanced Emerging, Secondary 

Emerging and Frontier market status.  

The progress made by the Watch List markets was examined at the June 

committee meetings. Engagement is currently taking place with Vietnam 

which is on the Watch List for possible reclassification from Frontier to 

Secondary Emerging market status.  

Frequent active engagement meetings take place with other markets, 

involving regulators, stock exchanges and other market authorities. During 

this quarter meetings were held with market authorities in China and 

Kazakhstan.   

The pending Country Classification changes announced in September 2019 

are as follows: 

• Argentina – reclassification from Frontier market status to Unclassified 

effective from September 2020. 

• Peru – reclassification from Secondary Emerging to Frontier market 

status effective in conjunction with the September 2020 index review. 

• Romania – reclassification to Secondary Emerging market status 

effective from September 2020. 

• Tanzania – reclassification from Unclassified to Frontier effective in 

conjunction with the FTSE Frontier September 2020 annual review. 

At the June 2020 index review, the following changes were implemented:  

• China A Share (Stock Connect) – final tranche of Phase 1; and  

• Saudi Arabia – final tranche. 

 

Enhancements to the FTSE Equity Country Classification framework were 

published in January 2020; see here. As part of the forward-looking work of 

the Country Classification Advisory Committee, the members provided their 

preliminary comments on whether “Tax” should potentially become a new 

Quality of Markets (QoM) matrix criterion. Currently, certain tax-related 

questions are covered within the Country Classification Questionnaire in 

other official criteria questions. Initial responses were that all areas relating 

to tax could potentially be structured into a single question. The committee 

can expect to receive an update on this in September. 

In preparation for the September 2020 Annual Announcement, the 

committee members also reviewed the proposed QoM rating changes for 

individual countries; a final decision will be made in September.  

 

 

https://research.ftserussell.com/products/downloads/FTSE_Equity_Country_Classification_Process_Enhancements.pdf
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8. Industry Classification  
 
New ICB  

In May, the committee members were updated on the migration extension 

for implementing new ICB in FTSE Russell indexes. Due to the COVID-19 

pandemic, FTSE Russell proactively assessed client readiness for the 

migration and clients reported that remote working and COVID-related 

resource limitations would probably make it difficult to implement such a 

large-scale project by the original deadline. Hence, in response, FTSE 

Russell extended the implementation of new ICB to give clients additional 

time to prepare for the following changes: 

• Russell indexes scheduled to adopt the new ICB framework in June 

2020 will instead transition at the September 2020 index review, 

effective from the open of 21 September 2020; and  

• FTSE indexes scheduled to adopt the new ICB framework in 

September 2020 will instead transition at the March 2021 semi-annual 

index review, effective from the open of 22 March 2021.  

A hyperlink to the technical notice can be found here & to view the updated 

FAQ click here. 

 
Sector & Subsector Definition Updates  

The committee endorsed the proposed additional clarity for the definitions of 

the General Mining Sector and Electrical Components & Electronic 

Components Subsectors. The definition updates do not impact the 

classification of any companies. The enhancements progressed through 

internal governance and a technical notice was subsequently released; see 

hyperlink: Industry Classification Benchmark (ICB) (Equity) - Update - 

Published 25 June 2020. 

  

9. Fixed Income  
 
Country Classification  

The classification of markets within the FTSE Russell Fixed Income Indexes 

is assessed on an ongoing basis and investors are kept fully informed on the 

markets placed on the Watch List at the March Interim Update; the Annual 

Announcement is released in September. The Watch List comprises markets 

under consideration for a possible change in Market Accessibility Level.  

In preparation for the September 2020 Annual Announcement, a joint 

meeting of the three Regional Fixed Income Advisory Committees was held 

in May. The committee members shared their experience of the following 

Watch List markets: 

• China – possible reclassification from Market Accessibility Level 1 to 

2 

• Malaysia – possible reclassification from Market Accessibility Level 

2 to 1. 

 

https://research.ftserussell.com/products/index-notices/home/getmethodology/?id=2596243&_ga=2.110828165.1651760577.1591705682-1706216939.1581070011
https://content.ftserussell.com/sites/default/files/support_document/FTSE%20Russell%20indexes%20migration%20implementation%20plan%20FAQ%20April%202020%20update.pdf
https://research.ftserussell.com/products/index-notices/home/getmethodology/?id=2596959
https://research.ftserussell.com/products/index-notices/home/getmethodology/?id=2596959
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Japanese Client Engagement 

During June, two conference calls were convened for discussions in 

Japanese with local asset managers, asset owners and custodians who 

shared their experience of investing in the China and Malaysia bond markets 

which may differ from their US and EMEA counterparts. FTSE Russell will 

review all comments and present a recommendation for discussion at the 

September meetings.  
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For more information about our indexes, please visit ftserussell.com. 

 
© 2020 London Stock Exchange Group plc and its applicable group undertakings (the “LSE Group”). The 
LSE Group includes (1) FTSE International Limited (“FTSE”), (2) Frank Russell Company (“Russell”), (3) 
FTSE Global Debt Capital Markets Inc. and FTSE Global Debt Capital Markets Limited (together, “FTSE 
Canada”), (4) MTSNext Limited (“MTSNext”), (5) Mergent Inc. (“Mergent”), (6) FTSE Fixed Income LLC 
(“FTSE FI”), (7) The Yield Book Inc (“YB”) and (8) Beyond Ratings S.A.S. (“BR”). All rights reserved. 
 
 
FTSE Russell® is a trading name of FTSE, Russell, FTSE Canada, MTSNext, Mergent, FTSE FI, YB and 
BR. “FTSE®”, “Russell®”, “FTSE Russell®” “MTS®”, “FTSE4Good®”, “ICB®”, Mergent® , “The Yield Book®” and 
all other trademarks and service marks used herein (whether registered or unregistered) are trademarks 
and/or service marks owned or licensed by the applicable member of the LSE Group or their respective 
licensors and are owned, or used under licence, by FTSE, Russell, FTSE Canada, MTSNext, Mergent, 
FTSE FI, YB or BR.  
 
FTSE International Limited is authorised and regulated by the Financial Conduct Authority as a benchmark 
administrator. 

 
All information is provided for information purposes only. Every effort is made to ensure that all information 
given in this publication is accurate, but no responsibility or liability can be accepted by any member of the 
LSE Group nor their respective directors, officers, employees, partners or licensors for any errors or for any 
loss from use of this publication or any of the information or data contained herein. 
 

No member of the LSE Group nor their respective directors, officers, employees, partners or licensors: 
(a) make any claim, prediction, warranty or representation whatsoever, expressly or impliedly, either as to 
the results to be obtained from the use of the FTSE Russell Indexes or the fitness or suitability of the Indexes 
for any particular purpose to which they might be put;  
(b) provide investment advice and nothing in this document should be taken as constituting financial or 
investment advice, nor  
(c) make any representation regarding the advisability of investing in any asset. A decision to invest in any 
such asset should not be made in reliance on any information herein.  
 
Indexes cannot be invested in directly. Inclusion of an asset in an index is not a recommendation to buy, sell 
or hold that asset. The general information contained in this publication should not be acted upon without 
obtaining specific legal, tax, and investment advice from a licensed professional. 
 
No part of this information may be reproduced, stored in a retrieval system or transmitted in any form or by 
any means, electronic, mechanical, photocopying, recording or otherwise, without prior written permission of 
the applicable member of the LSE Group. Use and distribution of the LSE Group index data and the use of 
their data to create financial products require a licence from FTSE, Russell, FTSE Canada, MTSNext, 
Mergent, FTSE FI, YB, BR and/or their respective licensors. 
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About FTSE Russell 

FTSE Russell is a leading global index provider creating and managing a wide range of indexes, data and 

analytic solutions to meet client needs across asset classes, style and strategies. Covering 98% of the 

investable market, FTSE Russell indexes offer a true picture of global markets, combined with the specialist 

knowledge gained from developing local benchmarks around the world.  

FTSE Russell index expertise and products are used extensively by institutional and retail investors globally. 

For over 30 years, leading asset owners, asset managers, ETF providers and investment banks have 

chosen FTSE Russell indexes to benchmark their investment performance and create investment funds, 

ETFs, structured products and index-based derivatives. FTSE Russell indexes also provide clients with tools 

for asset allocation, investment strategy analysis and risk management. 

A core set of universal principles guides FTSE Russell index design and management: a transparent rules-

based methodology is informed by independent committees of leading market participants. FTSE Russell is 

focused on index innovation and customer partnership applying the highest industry standards and 

embracing the IOSCO Principles. FTSE Russell is wholly owned by London Stock Exchange Group. 

For more information, visit ftserussell.com.  

 

 

 

 

 

 

 

 

 

 

 

 

To learn more, visit ftserussell.com; email info@ftserussell.com; or call your regional  

Client Service Team office: 

EMEA 

+44 (0) 20 7866 1810 

North America 

+1 877 503 6437 

Asia-Pacific 

Hong Kong +852 2164 3333 

Tokyo +81 3 3456 3634 

Sydney +61 (0) 2 8823 3521 

http://www.ftserussell.com/
http://www.ftserussell.com/
mailto:info@ftserussell.com

