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Introduction

The ground rules for the FTSE Global Equity Index Series (GEIS) specify that only securities with free floats
of greater than 5% are eligible for index inclusion (GEIS rule 6.2.A). The rule is intended to ensure that an
index represents an investment portfolio that excludes inconsequential stakes in companies. It also helps to
ensure that index constituents have adequate liquidity and the 5% threshold is consistent with squeeze-out
levels in certain jurisdictions. However, the presence of the rule means that certain very large companies
with free floats less than 5% are excluded from GEIS and GEIS is arguably less representative than it might
be as a result.

In contrast, and in recognition of the existence of large companies with small floats in China, the FTSE China
A Free indexes permit securities with free floats of 5% or below provided they have an investable market
capitalization that exceed ten times the China regional inclusion level (China A Free rule 6.3.2). This rule
was adopted from the FTSE Global China A Inclusion Indexes.

Following feedback and enquiries from index users, FTSE Russell would like to invite comment on whether
the current eligibility requirement for securities to have a free float of above 5% should be waived for very
large constituents in the FTSE Global Equity Index Series. Note: the FTSE UK Index Series is maintained
according to separate ground rules and is not affected by this consultation proposal.

Responding to the consultation

The proposals set out in this consultation document are included in order to gather feedback and
may or may not result in changes to our indexes or data solutions.

Index users and other stakeholders are invited to respond by 25 October 2019. The responses will be
reviewed by the FTSE Russell Product Governance Board and an update on FTSE Russell’s
proposed approach will be communicated by 31 October 2019.

Please submit your response to the questions included in this consultation online at
https://www.surveymonkey.co.uk/r/[F73RR6V

All responses will be treated as confidential. FTSE Russell may publish a summary of the
consultation results, but no individual responses will be published and no respondents will be named.

If you have any questions about this survey, or if you encounter any technical issues, please contact
rpawson@ftserusssell.com.
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Impact of the current rule

As a result of index constituents requiring a free float greater than 5%, the very large companies listed in
Table 1 are currently excluded from GEIS.

Table 1

Name Country Free Float Full Market Investable Market

Cap (USD) Cap (USD)

People’s Insurance Group of China (A) China 2.8% 42.765 bn 1.197 bn
PetroChina (A) China 2.5% 140.409 bn 3.510 bn
Gazprom Neft* Russia 4.32% 30.965 bn 1.338 bn

Data as of close 30 September 2019

*Gazprom Neft is subject to US and European Union sanctions and hence would not be eligible for FTSE Russell indexes.

The potential forthcoming initial public offering of Saudi Aramco would also be ineligible for GEIS if it were to
list with a free float of 5% or less. However, even with a free float of 2%, Saudi Aramco is expected to have
an investable market capitalization of $30bn (assuming a conservative value for the full market capitalization
of $1.5trn). This is comparable to the investable market capitalization of Portugal (USD 29.63bn as of 30
September 2019).

[Note: as previously announced, it is expected that Saudi Aramco will be assigned Saudi nationality and
therefore it will not be eligible for inclusion in the FTSE UK Index Series.]

FTSE Russell | Minimum free float



Proposed amendment to inclusion rule for
securities with free floats of 5% or below

FTSE Russell proposes to align the inclusion thresholds for GEIS for securities listed with floats of 5% or
below with the rule used in the FTSE China A Free indexes and include companies with free floats of 5% or
below provided they have an investable market capitalization that exceed ten times the regional investable
market capitalization inclusion level.

Table 2 illustrates the regional investable market capitalization levels as of the September 2019 FTSE GEIS
semi-annual review and the corresponding ‘ten times’ values.

Table 2

REGION Investable Small Investable Market Cap Ten times Inclusion

Cap Inclusion**  Inclusion Level (USD m) Level (USD m)
Developed Europe 0.02% 172.00 1,720.04
Emerging Europe 1.00% 128.52 1,285.22
Middle East & Africa 1.00% 357.61 3,576.07
North America 0.02% 763.94 7,639.39
Latin America 0.50% 255.84 2,558.44
Asia Pacific Ex China Ex Japan 0.05% 297.54 2,975.39
China* 0.1% 338.80 3,387.97*
Japan 0.05% 171.64 1,716.43

*The ‘ten times’ eligibility rule currently only applies to the FTSE China A Free Indexes

**The percentages are based on the respective regional Small Cap Index.

Securities that are already listed but are not currently included in GEIS because of the minimum float rule,
will be assessed against ten times the regional investable market capitalization inclusion levels that are
published on a quarterly basis. IPOs will also be required to meet the ten times rule in addition to the
standard fast entry thresholds for fast and investable market capitalizations (GEIS rule 8.1.1); for
comparison, the regional fast entry thresholds are shown in Table 3.
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Table 3

REGION Large Cap Mid Cap  Full Market Cap Investable
Inclusion Level Inclusion Level Threshold Value Market Cap

(USD m) (USD m) (USD m) Threshold Value

(USD m)

Developed Europe 13,465.78 4,895.99 7,343.98 2,447.99
Emerging Europe 6,310.08 2,505.65 3,758.48 1,252.83
Middle East & Africa 4,820.50 1,448.19 2,172.29 724.10
North America 27,376.44 11,371.95 17,057.92 5,685.97
Latin America 6,209.61 2,388.78 3,583.17 1,194.39
Asia Pacific Ex China Ex Japan 4,405.53 2,721.34 4,082.01 1,360.67
China* 3,964.01 3,166.95 4,750.43 1,583.48
Japan 6,950.86 2,038.44 3,057.66 1,019.22

*There are no fast entry thresholds for China A Share securities in GEIS as current China A Share constituents are limited to those

traded on Stock Connect.

Once a security has met the inclusion level and has been added to GEIS, it would be retained in the index
until it failed the standard index eligibility screens of size and liquidity.
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Impact of the proposal

Based on current valuations, if the above proposal were to be adopted, Saudi Aramco would be eligible for
inclusion in the FTSE Global Equity Index Series T+5 from listing and PetroChina (A) would be eligible in

conjunction with the March 2020 semi-annual review.

Table 4 illustrates the projected weight in index of PetroChina (A) and Saudi Aramco in GEIS indexes.

Table 4
Name FTSE Global All Cap FTSE Emerging All FTSE All- FTSE Emerging
Cap World
PetroChina (A) 0.0067% 0.0658% 0.0075% 0.0723%
Saudi Aramco* 0.0570% 0.5608% 0.0638% 0.6163%

Table 4: Data as of 30 September 2019 — reflecting the inclusion of Tranche 4 for Saudi Arabia and Tranche 2 for China A Shares

*Based on a hypothetical free float of 2%, which would be equivalent to an investable market cap of USD 30bn if a full market

capitalisation of USD 1.5tr is assumed.

FTSE Russell | Minimum free float



Ongoing maintenance of free floats of 5% or
below

Future changes to free floats of 5% or below at the quarterly reviews in March, September and December
would be updated if the free float changed by +/- 0.25%. In conjunction with the existing rules, changes to
free floats of greater than 5% but of 15% or less will continue to be updated if the free float changes by 1%.
Changes to free floats greater than 15% will continue to be updated if the free float changes by 3%. Please
note that free float and shares in issue buffers are removed at the June review.
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Consultation questions

1. Do you agree that Rule 6.2A of the FTSE Global Equity Index Series Ground Rules should be
amended to allow the inclusion of securities with free floats of 5% or below provided they pass a
higher investable market capitalisation threshold?

] Yes
1 No

2. If you answered “yes” to Question 1, do you agree that the investable market capitalisation
threshold for securities with floats of 5% or below should be set to ten times the standard
investable market capitalisation inclusion threshold as illustrated in Table 27?

] Yes
[] No, it should be set to some other multiple (please say which)

[ No, they should continue to be excluded

3. If you answered “yes” to Question 1, do you agree with the proposed buffer of +/- 0.25% for
changes in free float for securities with a free float of 5% or below?

L] Yes
[J No, it should be set to some other multiple (please say which)

[J No, it should be set to some change in the USD investable market capitalization value
(for example USD 1bn)

] No, there should be no buffer
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For more information about our indexes, please visit ftserussell.com.

© 2019 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”) and (7) The Yield Book Inc (“YB”). All rights reserved.

FTSE Russell® is a trading name of FTSE, Russell, FTSE Canada, MTSNext, Mergent, FTSE FI, YB. “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, MTSNext, FTSE Canada, Mergent, FTSE
FI, YB. FTSE International Limited is authorised and regulated by the Financial Conduct Authority as a benchmark administrator.

All information is provided for information purposes only. All information and data contained in this publication is obtained by the LSE
Group, from sources believed by it to be accurate and reliable. Because of the possibility of human and mechanical error as well as
other factors, however, such information and data is provided "as is" without warranty of any kind. No member of the LSE Group 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 of results to be
obtained from the use of the FTSE Russell Products or the fitness or suitability of the FTSE Russell Products for any particular purpose
to which they might be put. Any representation of historical data accessible through FTSE Russell Products is provided for information
purposes only and is not a reliable indicator of future performance.

No responsibility or liability can be accepted by any member of the LSE Group 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 error (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 the LSE Group is advised in advance of the
possibility of such damages, resulting from the use of, or inability to use, such information.

No member of the LSE Group nor their respective directors, officers, employees, partners or licensors provide investment advice and
nothing contained in this document or accessible through FTSE Russell Products, including statistical data and industry reports, should
be taken as constituting financial or investment advice or a financial promotion.

Past performance is no guarantee of future results. Charts and graphs are provided for illustrative purposes only. Index returns shown
may not represent the results of the actual trading of investable assets. Certain returns shown may reflect back-tested performance. All
performance presented prior to the index inception date is back-tested performance. Back-tested performance is not actual
performance, but is hypothetical. The back-test calculations are based on the same methodology that was in effect when the index was
officially launched. However, back- tested data may reflect the application of the index methodology with the benefit of hindsight, and
the historic calculations of an index may change from month to month based on revisions to the underlying economic data used in the
calculation of the index.

This publication may contain forward-looking assessments. These are based upon a number of assumptions concerning future
conditions that ultimately may prove to be inaccurate. Such forward-looking assessments are subject to risks and uncertainties and may
be affected by various factors that may cause actual results to differ materially. No member of the LSE Group nor their licensors
assume any duty to and do not undertake to update forward-looking assessments.

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 data requires a licence from FTSE, Russell, FTSE Canada, MTSNext, Mergent, FTSE FI, YB 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 North America Asia-Pacific

+44 (0) 20 7866 1810 +1 877 503 6437 Hong Kong +852 2164 3333
Tokyo +81 3 4563 6346
Sydney +61 (0) 2 8823 3521
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