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Section 1 

Introduction 

 

1. Introduction 

External events can on occasion make it difficult or even impossible for FTSE Russell clients to trade 
securities on certain markets. Such events include the temporary closure of a stock exchange, with 
government, central bank or monetary authority imposed restrictions on the repatriation of foreign capital, 
and the imposition of sanctions preventing new investment in a country. 

This paper sets out how FTSE Russell would typically look to respond in the light of such events. It should 
be stressed however that, by their very nature, the course of such events will be uncertain. FTSE Russell’s 
chosen course of action will depend on its analysis of the circumstances pertaining at the time and no 
commitment can be given that FTSE Russell will follow the proposed actions set out below. 

FTSE Russell will always seek to communicate decisions regarding the inclusion or suspension of countries 
within its indexes, or the choice of reference prices for a particular index or security, to its clients in as timely 
manner as events allow. Relevant technical notices will be sent directly to our clients and information will be 
provided on our website. Our client servicing teams globally will also be available to answer any specific 
queries clients may have. 
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Section 2 

Possible scenarios 

 

2. Possible scenarios 

2.1 Restrictions are imposed on the repatriation of foreign capital 

Should a government, central bank or monetary authority impose restrictions that prevent or hinder foreign 
investors repatriating their capital, FTSE Russell will first consult with members of the appropriate FTSE 
Russell external advisory committees and market participants, where relevant, on the perceived impact and 
likely duration of such restrictions. 

If, following consultation, FTSE Russell determines that the impact of the restrictions is likely to be severe 
and/or to last longer than 20 local business days (as measured by normal trading days for the local market), 
FTSE Russell will remove securities in the affected country from the FTSE Russell indices. 

If, however, FTSE Russell determines that the restrictions will be limited in their impact, or are likely to be of 
short duration – fewer than 20 local business days – the FTSE Russell indices will continue to be calculated 
as normal.  

Should the restrictions persist beyond 20 local business days, FTSE Russell will at that stage give further 
consideration to whether the affected securities should remain in or be removed from the FTSE Russell 
indices. At that stage, if FTSE Russell decides to retain the affected securities in the FTSE Russell indices, 
the decision will be revisited after a further 10 local business days, and – if the securities are again retained 
– after a further period of 10 local business days. If restrictions still remain in place 40 local business days 
after their original imposition, FTSE Russell will delete the securities from the FTSE Russell indices. 

The process of removing the affected securities would typically be completed in two local business days’ 
notice. If the local stock exchange is functioning normally, such that sales can be settled and repatriation is 
slow but feasible, FTSE Russell will remove the affected securities at market price with two local business 
days’ notice. If those conditions are not in place, FTSE Russell will remove the securities from the FTSE 
Russell indices at zero value with two local business days’ notice.  

To assist existing investors in benchmarking their performance, if securities from the affected country are 
removed from the FTSE Russell indices, a standalone country index will be created based on local 
exchange prices. FTSE Russell will look to create custom combinations of the revised FTSE Russell indices 
excluding the affected country and the standalone country index. New investors will be able to use the 
revised FTSE Russell indices for benchmarking performance. 

Once the restrictions have been lifted, the market will not be automatically re-included in the standard FTSE 
Russell indices, but rather the status of the market in the respective FTSE country classification systems will 
be re-evaluated. This process will follow FTSE standard country classification procedure and timetable for a 
new market, and the country may be required to spend a period of time on the relevant watch-list before its 
status is confirmed. 
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2.2 A national stock market closes for an extended period 

If a national stock market closes unexpectedly, and investors are unable to trade at alternative venues, 
FTSE Russell will apply the following policy.  

Securities in the country index will be held at their last traded price for a period of up to 20 local business 
days (as measured by normal trading days for the local market). During this period, FTSE Russell will 
consult with its external advisory committees and market participants, where relevant, as to the best course 
of action and the timing of any action before making a decision on its course of action.  

If the consensus is that the exchange is likely to reopen in the near future, the suspension period may be 
extended by a further 10 local business days. After expiry of this period, the situation will be revisited and 
the suspension period may be extended for a further period of 10 local business days. 

If the original consensus is that the closure is likely to be for an extended period, or if after the expiry of the 
second 10 local business days suspension period (i.e. 40 local business days after the original 
announcement) the exchange has not provided a firm date at which trading is expected to recommence, 
FTSE Russell will delete the securities from the FTSE Russell indices. The securities will be deleted at zero 
value or, if FTSE Russell determines a valid price for a security can be obtained on grey markets, that price 
may be used in preference. The country index will cease calculation. 

Should the stock market reopen after the country’s constituents have been removed from the FTSE 
Russell indices but within three months of the original closure, securities that recommence trading will be 
evaluated for inclusion in the FTSE Russell indices as if they were new issues. Once a minimum of three 
securities from the affected county have become eligible for inclusion, FTSE Russell will recommence 
calculation of the country index and re-include the country in the FTSE Russell indices with effect from the 
next quarterly review. 

If the stock exchange remains closed for a period of time greater than three months, individual securities will 
not be readmitted to the FTSE Russell indices and instead the country will have its status within the FTSE 
country classification system reassessed. The procedure that FTSE Russell will follow in these 
circumstances will be the same as that summarised above in Section 2.2 for countries where repatriation 
restrictions have been imposed. 

2.3 Sanctions are imposed which restrict investment into foreign jurisdictions 

As sanctions will usually vary according to the domicile of the investor, the situation where investment into 
foreign jurisdiction is restricted is more nuanced than with the imposition of repatriation restrictions or 
exchange closures. Sanctions may not be universally enacted, and the investment restrictions that are 
imposed may apply to certain countries, industries, named companies or companies with substantial 
ownership from named individuals.  

For the following scenarios, FTSE Russell will review the sanctions on a case-by-case basis, but generally 
the index treatment will be as follows: 

– Should sanctions, either primary or secondary, be imposed that prohibit US, UK and/or European Union 
(EU) natural or legal persons from investing in particular countries, industries, named companies or 
companies linked to sanctioned individuals, FTSE Russell will delete the sanctioned securities from 
FTSE Russell indices with the provision of a minimum T+2 advanced notification at market value. If the 
sanctioned securities are suspended, they will be deleted from FTSE Russell indices at a zero value.  

– Where sanctions are imposed on existing index constituents restricting their ability to raise capital from 
US, UK or EU natural or legal persons, for example via the issuance of new shares, FTSE Russell will 
retain those index constituents within FTSE Russell indices but suspend the implementation of capital 
raising corporate events. Upon the lifting of sanctions, FTSE Russell will recommence the 
implementation of corporate events.  
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– Where sanctions are imposed that prohibit investment by investors other than US, UK or EU natural or 
legal persons in particular countries, industries, named companies or companies linked to sanctioned 
individuals, FTSE Russell will consider the creation of custom indices for clients affected by such 
sanctions. However, no index constituents will be deleted from standard FTSE Russell indices as a result 
of such sanctions, and capital raising events for constituents in standard FTSE Russell indices affected 
by such sanctions will continue to be applied. 

Companies with sanctions imposed on them will only be considered for index inclusion in standard FTSE 
Russell indices – from the date of sanctions being removed. For the purposes of index eligibility they will be 
evaluated as a new issue at a subsequent index review. 

Longer term responses to the imposition of sanctions, if appropriate, will be determined following 
consultation with the FTSE Russell external advisory committees and market participants, where relevant.  

The FTSE Russell Treatment of Sanctioned Index Constituents document provides details on the index 
treatment of FTSE Russell index constituents that have either been previously subject to sanctions, or are 
currently subject to sanctions, which have been imposed by the jurisdictions listed above, that either restrict 
or prohibit the trading or holding of the named listed securities. 

2.4 Exceptional market disruption  

Should market conditions be such that the ability of investment managers to implement major index events, 
including index reviews, is compromised, FTSE Russell will review the market conditions on a case-by-case 
basis and will consult with its external advisory committees and market participants, where relevant, to 
determine the best course of action.  

In the event of exceptional market disruption, FTSE Russell may postpone implementation of the event, 
including an index review and country classification changes, until market conditions have stabilized or the 
event can be managed appropriately. 

If it is determined that the implementation of an index event should be postponed, FTSE Russell will provide 
advance notice of the postponement along with the intended course of action.  

2.5 Exceptional trading restrictions in a security  

Should the trading of shares of a security be restricted or prohibitive as such that the ability of investment 
managers to replicate the benchmark treatment is compromised, FTSE Russell will review on a case-by-
case basis and will consult with its external advisory committees and market participants, where relevant, 
before determining the best course of action. This may include postponing or cancelling the implementation 
of any index changes in the security (including scheduled index review changes); or removing constituents 
from the FTSE Russell indices. Such changes to previously communicated index treatment will be 
implemented with a minimum of two days’ notice.  If it is determined that the severity of the trading 
restrictions warrants the immediate removal of the security from the FTSE Russell indices, the security may 
be removed at zero value.  

For example, if index users report that they cannot replicate index changes within FTSE Russell indices due 
to brokers, custodians, or central depositaries having ceased supporting the trading or holding of a 
constituent, due to regulatory or legal restrictions, then FTSE Russell will seek to verify the scope of those 
restrictions by consulting with its client advisory committees and other relevant stakeholders, as appropriate, 
before determining whether to delete the constituent from FTSE Russell indices (or to reverse any 
scheduled review changes). For example, due to US federal law, trading in stocks that generate the majority 
of their revenue from the sale of recreational cannabis may not be supported by custodians and therefore 
these stocks may be deemed ineligible for inclusion to the FTSE Russell indices to facilitate index 
replication. 

Where a constituent is deleted due to trading restrictions, it will only be re-considered for index eligibility 
once those restrictions have been lifted. For the purposes of index eligibility, the stock will be evaluated as a 
new issue. 

 

https://research.ftserussell.com/products/downloads/FTSE_Russell_Treatment_of_Sanctioned_Index_Constituents.pdf
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2.6 Indices including depositary receipts 

Where an index includes Depositary Receipts (DRs) and trading of those DRs is suspended by the trading 
venue, FTSE Russell will apply the following policy. The DRs in the index will be held at their last traded 
price for a period of up to 20 local business days (as measured by normal trading days for the local market). 
During this period, FTSE Russell will consult with its external advisory committees and market participants, 
where relevant, as to the best course of action and the timing of any action.  

If the consensus is that the trading venue is likely to recommence DR trading in the near future, the 
suspension period may be extended by a further 10 local business days. After expiry of this period, the 
situation will be revisited and the suspension period may be extended for a further period of 10 local 
business days. 

If the original consensus is that the suspension of DRs is likely to be for an extended period, or if after the 
expiry of the second 10 local business days suspension period (i.e. 40 local business days after the original 
announcement) the trading venue has not provided a firm date at which trading of DRs is expected to 
recommence following consultation by FTSE Russell with its external advisory committees and market 
participants, where relevant, and depending on the fungibility of the DRs, FTSE Russell may choose to 
remove the DRs from the index at the equivalent price of the underlying local shares. 

In cases where the underlying local shares cease trading or capital repatriation of their sale proceeds 
becomes restricted, it may still be possible for the calculation of the index to continue, at least temporarily. 
FTSE Russell will consult its external advisory committees and those clients with products based on such 
indices to establish whether trading in the DRs is likely to remain viable. If the consensus is that such 
trading will not remain viable, FTSE Russell will look to delete the DRs from the index while adequate 
liquidity remains to facilitate investor exit. The future composition of such indices will be determined 
following consultation with FTSE Russell’s external advisory committees and the affected parties. 

2.7 Fixed Income markets 

Due to the predominantly over-the-counter (OTC) trading of fixed income markets, rare occurrences where 
index users are unable to trade a market are likely due to a market disruption event (i.e., the sudden 
imposition of capital controls) rather than, for example, an exchange closure. FTSE Russell references its 
Statement of Principles for Fixed Income Indices to determine the most appropriate course of action in 
cases where a market disruption event is deemed to have taken place. 

 

 



 

For more information about our indexes, please visit www.lseg.com/en/ftse-russell/. 

Disclaimer 

© 2024 London Stock Exchange Group plc and its applicable group undertakings (“LSEG”). LSEG 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) FTSE Fixed Income Europe Limited (“FTSE FI 
Europe”), (5) FTSE Fixed Income LLC (“FTSE FI”), (6) FTSE (Beijing) Consulting Limited (“WOFE”), (7) Refinitiv Benchmark Services (UK) Limited (“RBSL”), (8) Refinitiv Limited (“RL”) 
and (9) Beyond Ratings S.A.S. (“BR”). All rights reserved. 

FTSE International Limited is authorised and regulated by the Financial Conduct Authority as a benchmark administrator. Refinitiv Benchmark Services (UK) Limited is authorised and 
regulated by the Financial Conduct Authority as a benchmark administrator. 

FTSE Russell® is a trading name of FTSE, Russell, FTSE Canada, FTSE FI, FTSE FI Europe, WOFE, RBSL, RL and BR.  “FTSE®”, “Russell®”, “FTSE Russell®”, “FTSE4Good®”, “ICB®”, 
“WMR™”, “FR™”, “Beyond Ratings®” and all other trademarks and service marks used herein (whether registered or unregistered) are trade marks and/or service marks owned or 
licensed by the applicable member of LSEG or their respective licensors and are owned, or used under licence, by FTSE, Russell, FTSE Canada, FTSE FI, FTSE FI Europe, WOFE, 
RBSL, RL or BR.  

All information is provided for information purposes only. All information and data contained in this publication is obtained by LSEG, from sources believed by it to be accurate and 
reliable. Because of the possibility of human and mechanical inaccuracy as well as other factors, however, such information and data is provided "as is" without warranty of any kind. No 
member of LSEG nor their respective directors, officers, employees, partners or licensors make any claim, prediction, warranty or representation whatsoever, expressly or impliedly, 
either as to the accuracy, timeliness, completeness, merchantability of any information or LSEG Products, or of results to be obtained from the use of LSEG products, including but not 
limited to indices, rates, data and analytics, or the fitness or suitability of the LSEG products for any particular purpose to which they might be put. The user of the information assumes 
the entire risk of any use it may make or permit to be made of the information. 

No responsibility or liability can be accepted by any member of LSEG nor their respective directors, officers, employees, partners or licensors for (a) any loss or damage in whole or in 
part caused by, resulting from, or relating to any inaccuracy (negligent or otherwise) or other circumstance involved in procuring, collecting, compiling, interpreting, analysing, editing, 
transcribing, transmitting, communicating or delivering any such information or data or from use of this document  or links to this document or (b) any direct, indirect, special, consequential 
or incidental damages whatsoever, even if any member of LSEG is advised in advance of the possibility of such damages, resulting from the use of, or inability to use, such information.  

No member of LSEG nor their respective directors, officers, employees, partners or licensors provide investment advice and nothing in this document should be taken as constituting 
financial or investment advice. No member of LSEG nor their respective directors, officers, employees, partners, or licensors make any representation regarding the advisability of 
investing in any asset or whether such investment creates any legal or compliance risks for the investor. A decision to invest in any such asset should not be made in reliance on any 
information herein. Indices and rates cannot be invested in directly. Inclusion of an asset in an index or rate is not a recommendation to buy, sell or hold that asset nor confirmation that 
any particular investor may lawfully buy, sell or hold the asset or an index or rate containing the 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.  

 

 
 
 

8 of 8 

 

http://www.lseg.com/en/ftse-russell/

