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Q1: Do you agree with FTSE Russell’s analysis of the issue?

Yes, voting rights matter
and some minimum
threshold with respect to
voting rights in the hands
of non-restricted
shareholders should be
set.

32%

68%

FTSE Russell

No, we disagree with
FTSE Russell’s analysis.
Please go to Question 8.
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Q2: For those index series where you believe a threshold for the
minimum percentage of voting rights in non-restricted hands is
appropriate, where should this threshold be set?

60.00%

55%

50.00%

40.00%

30.00%
23%
20.00%

17%

10.00%

4%
0.00%
5% (consistent with the
minimum free float requirement
in Russell 3000 and FTSE
Global Equity Index Series).

FTSE Russell

10%

25% (consistent with the
minimum free float in the FTSE
UK Index Series for UK
incorporated companies).

Some other percentage.

3

Q3: For constituents that fail to meet the voting rights hurdle, what
restrictions on the index eligibility of their securities should be
imposed?

•35%Answered: 48

Skipped: 23
31%

29%

30%
25%

21%

20%
15%

13%

10%
6%

5%
0%
All of the company’s
All of the company’s
Only the company’s non- Only the company’s nonsecurities, including all
securities, including all
voting shares and other
voting shares and other
classes of common stock classes of common stock non-voting securities should non-voting securities should
and non-voting securities and non-voting securities
be ineligible for index
be ineligible for index
such as preference shares,such as preference shares, inclusion. The investability inclusion. All voting shares
savings and investment
savings and investment
weight of the company’s should remain at their full
certificates, should be
certificates, should have voting securities should be
investability weight.
considered ineligible for their investability weight
reduced.
index inclusion.
reduced.

FTSE Russell

Some other restriction.
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Q4: For new index constituents, for what period do you believe that the
restrictions from Question 3 should be applied?

•90%Answered:
47
83%

Skipped: 24

80%
70%

60%
50%

40%
30%

20%
9%

10%

6%
2%

0%
Until such time as the company After a set period, for example
After a seasoning period in
restructures its securities to
two or five years.
which the company’s
meet the voting rights threshold.
management has evidenced its
adherence to good governance
principles.

FTSE Russell

Some other period.
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Q5: For existing constituents, when do you believe that the restrictions
for Question 3 should be applied?
70%

• Answered: 47

60%

Skipped:
24
60%

50%

40%
32%

30%

20%
9%

10%

0%

0%

Existing constituents should be
Existing constituents should be
tested against the new rule at the tested against the new rule at the
next index review/reconstitution
next index review/reconstitution
cut-off/rank date.
cut-off/rank date following a
grandfathering period.

FTSE Russell

Existing constituents should be
grandfathered indefinitely.

Some other period/condition.
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Q6: The desire to impose additional eligibility requirements might differ for
different types of indexes. For example, the perceived requirements for FTSE
Russell local and domestic indexes might differ from those for global indexes. To
which FTSE Russell indexes do you believe the minimum voting rights criterion
should be applied?
100%

88%

90%

77%

80%

70%

63%

58%

60%

46%

50%

44%

40%
30%
20%

15%

10%
0%
FTSE Russell
global indexes
including FTSE
Global Equity
Index Series,
Russell Global
Index and indexes
directly derived
from these.

FTSE Russell

Russell US
indexes.

FTSE UK Index Other local index
FTSE
FTSE Hong Kong Other indexes.
Series.
series, for
EPRA/NAREIT
Mandatory
example FTSE Global Real Estate Provident Fund
exchange partner
indexes.
indexes.
indexes where
FTSE is the
administrator.
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Q7: There may be some index series where the application of a minimum voting rights hurdle would be inappropriate or redundant. For
example, the FTSE UK Index Series includes only those securities with a premium listing from the UK Listing Authority, and the premium
listing in turn requires issuing companies to adhere to a one share, one vote principle. Further, the FTSE UK Index Series sets higher free
float hurdles for companies incorporated outside the UK; this might be considered as a proxy for the minimum voting rights that should be
afforded to UK shareholders. A further example might be afforded by index series for regions where governance standards are accepted to
be less developed. Feedback from the recent consultation on the eligibility of N-shares such as Alibaba and Baidu was that these should be
included in certain FTSE China indexes from September 2017. Although the US listed securities of these companies place 40.2% and 27.3%
respectively of the votes in the hands of index shareholders, the Chinese operating local operating companies to which the li sted companies
are contractually bound are wholly owned by consortia which include the company founders. Are there any FTSE Russell indexes where you
believe a voting rights eligibility rule should explicitly not apply?

60%

48%

50%

40%

40%

28%

30%

24%

24%

20%
10%

0%
FTSE UK Index Series
FTSE China indexes
(where premium listing
(where N-shares will be
and minimum free float eligible from September
rules already apply).
2017, some of which such
as Alibaba and Baidu are
structured as Variable
Interest Entities; and
where some very large
constituents, such as
some banks, are included
at low floats).

FTSE Russell

FTSE Russell
fundamental indexes
including FTSE RAFI TM
Index Series.

FTSE Russell factor
based (Smart Beta)
indexes.

Other indexes.
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Q8: If your answer to Question 1 was no, please state why.

• Answered: 24

80%
70%

Skipped: 47

67%

60%
50%
40%

30%
21%
20%
13%

10%
0%

There is no need to consider any exclusion rule There are ways other than imposing a threshold
The issue is the inclusion of non-voting
based on the proportion of voting rights in the on the aggregate voting rights in the hands of securities per se in FTSE Russell indexes and
hands of non-restricted shareholders or any non-restricted shareholders that would address all securities without voting rights should be
other criterion. No changes to the existing
the problem better. Please see Question 9.
excluded.
index eligibility rules are required.

FTSE Russell
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Q9: What other ways of dealing with the problem should FTSE Russell
consider?
50%

•45%Answered: 52

46%

Skipped: 19

40%
35%
30%

25%

25%

23%

20%
15%

10%
6%
5%
0%
Non-voting securities of
Some other approach. Please
Index securities should be
companies that fail to meet the
state which.
weighted according to the
threshold for the minimum
percentage of the company’s
percentage of voting rights in the voting rights that they confer,
hands of non-restricted
rather than according to their free
shareholders should be eligible
floats.
for index inclusion provided they
embed a sunset provision in
which they convert

Comments

.

.

.

FTSE Russell
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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. $12.5 trillion is currently
benchmarked to FTSE Russell indexes. 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.

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 3581 2764
Sydney +61 (0) 2 8823 3521

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.
FTSE Russell
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