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Evolution of the FTSE Fixed Income Country Classification Review Process  

The FTSE Fixed Income Country Classification process1 assigns accessibility levels to local currency 

government bond markets based on a transparent and objective set of technical criteria.  An accessibility 

level of 2 is required for a market to be considered eligible for inclusion in the FTSE World Government Bond 

Index (WGBI), while an accessibility level of 1 is required for a market to be considered for inclusion in the 

FTSE Emerging Markets Government Bond Index (EMGBI)  Markets on the cusp of reclassification to a 

higher level following enhancements to market accessibility, or to a lower level in the event of a deterioration 

of investment conditions, are placed on a Watch List.  

Currently, the FTSE Fixed Income Country Classification process allows for an interim update each March to 

the Watch List composition, and communication to index users on the status of specific reforms or 

improvements in Watch List markets. However, changes to Market Accessibility Level are only announced at 

the annual September review.  

FTSE Russell announces that effective from March 2021, changes to Market Accessibility Levels and 

changes to index inclusion, as a result of objective criteria assessment (market size and credit rating), can 

be announced, along with their implementation details, after both the September and March reviews.  This 

change is intended to facilitate a more responsive approach to managing entry and exit of local markets to 

our benchmarks. The framework will continue to require that a market remain on the Watch List for a 

minimum of six months before a change to its Market Accessibility Level can be made. 

  

 
1 https://research.ftserussell.com/products/downloads/FTSE_Fixed_Income_Country_Classification_Process.pdf 

https://research.ftserussell.com/products/downloads/FTSE_Fixed_Income_Country_Classification_Process.pdf
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Status of Watch List Markets  

China 

FTSE Russell is pleased to announce that Chinese Government Bonds will be included in the FTSE World 

Government Bond Index (WGBI) with inclusion scheduled to start with the October 2021 profiles.  The 

commencement date is subject to final affirmation in March 2021 from members of the FTSE Russell 

advisory committees and other index users that these recently announced reforms have made the 

anticipated practical improvements to the market structure. 

China was added to the WGBI Watch List in 2018 as a potential reclassification from Market Accessibility 

Level 1 to 2. Following the recent publication of enhancements to the infrastructure of the Chinese 

government bond market, Chinese Government Bonds (CGBs) are now considered to meet the technical 

standards of Accessibility Level 2 in the FTSE Russell Fixed Income Country Classification framework.  An 

Accessibility Level of 2 is a prerequisite for a market to become eligible for inclusion in WGBI. 

Since being placed on the Watch List, the Chinese authorities have implemented significant improvements to 

the fixed income market infrastructure, facilitating easier participation by international investors. These 

market enhancements include, but are not limited to:  

• Improving secondary market bond liquidity through significantly more re-openings of existing bonds 

and ensuring new issues are larger, encouraging more market making services to foreign investors, 

taking steps to increase participation in the development of a treasury futures market, and providing 

greater access to European based participants by extending bond trading hours to 20:00 Beijing time 

from 21 September 2020; 

• Enhancing the foreign exchange market structure by introducing regulation that allows investors to 

trade spot and forward FX with third parties for currency conversion and FX hedging purposes under 

both CIBM direct2 and Bond Connect3; and   

• Developing global settlement and custody processes by implementing a facility for foreign investors 

to have the option to choose a settlement cycle beyond T+3, as agreed between counterparties, without 

the need for submitting an application4 and, in the case of failed settlements, permitting three additional 

days to resettle the trades with the original trade terms. 

It is recognised that further reforms are imminent including the extension of the facility to permit the legal 

entity to be registered when opening accounts for international investors5. 

As a result of these reforms, FTSE Russell now considers that CGBs meet the technical requirements for 

Accessibility Level 2.  However, because of the size of the international investor flows that follow a change to 

a country’s classification status and the newness of the latest changes in regulation, the FTSE country 

classification process for WGBI requires that the practical operation of changes to market structures be 

tested before a change in a country’s Accessibility Level can be fully confirmed.   

Accordingly, FTSE Russell will continue to work closely with the People’s Bank of China, the FTSE Russell  

Advisory Committees and index users over the coming months to ensure the efficacy of the new reforms in 

the following areas: the account opening process (including the ability to register at legal entity level); the 

ability to transact FX with third parties; and the changes to the settlement process to allow settlement beyond 

T+3.  FTSE Russell will provide an additional confirmatory announcement with respect to these assessments 

in March 2021.  

 
2 http://www.pbc.gov.cn/tiaofasi/144941/144979/3941920/4100044/index.html 
3 https://mp.weixin.qq.com/s/AU_HqZURAsBEBXZ6nyKqsg 
4 http://www.chinamoney.com.cn/chinese/scggbbscggscggtz/20200916/1778795.html#cp=scggbbscgg 
5 http://www.pbc.gov.cn/tiaofasi/144941/144979/3941920/4080994/index.html; for an English translation of the consultation paper 
please see http://www.junhe.com/legal-updates/1302 

http://www.pbc.gov.cn/tiaofasi/144941/144979/3941920/4100044/index.html
https://mp.weixin.qq.com/s/AU_HqZURAsBEBXZ6nyKqsg
http://www.chinamoney.com.cn/chinese/scggbbscggscggtz/20200916/1778795.html#cp=scggbbscgg
http://www.pbc.gov.cn/tiaofasi/144941/144979/3941920/4080994/index.html
http://www.junhe.com/legal-updates/1302
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Subject to the final affirmation in March 2021, the inclusion of CGBs within WGBI will commence with the 

October 2021 profiles. Their addition will be phased into the index over a period of 12 months.  

Implementation details of the inclusion process will be provided in March 2021. 

FTSE Russell warmly congratulates the People’s Bank of China and other Chinese market authorities on the 

pace and extent of the recent market reforms, which are very much welcomed and widely acknowledged by 

the international investment community.   

 

Malaysia 

Malaysia will be retained on the Watch List, as of the September 2020 review, for possible reclassification 

from Market Accessibility Level 2 to 1.  

FTSE Russell acknowledges the additional initiatives instigated by Bank Negara Malaysia (BNM), over the 

last twelve months to improve the accessibility of the Malaysian government bond market for foreign 

investors. Market enhancements include, but are not limited to:  

• Improving secondary market bond liquidity through further progress on the establish of a Debt 

Management Office, an improved Auction Calendar that offers more re-opening of prior issues,  a 

greater number of Malaysian Government Securities (MGS) available via repo,  consolidation of bond 

issuances to increase the outstanding size per issuance and reducing the number of issuances and, 

introducing MGS futures with physical delivery; and 

• Enhancing the foreign exchange market structure through making permanent the Appointed 

Overseas Office (AOO) programme, allowing Japanese local custodian banks to undertake third party 

FX and dynamic hedging and streamlining the FX documentation and due diligence processes. 

FTSE Russell will continue to engage with its advisory committees and other stakeholders, over the next six 

months, to determine the practical improvements that emanate from these important and welcomed 

initiatives, which should enhance the experience of international participants in the Malaysian fixed income 

market. 

 

Annual Review of Market Size, Credit Rating and Fixed Income Emerging Markets Designations  

As part of the September annual review, objective index inclusion criteria (market size and credit rating) and 

fixed income emerging and developed markets designations are also assessed to ensure a consistent 

approach to market inclusion.   

FTSE Russell confirm the following with respect to these assessments: 

• There are no index inclusion changes due to changes in market size6 and credit rating.   

• There are no changes to emerging markets designations based on updated IMF and World Bank 

data, which are the basis for fixed income emerging and developed market classifications. 

  

 
6 On September 1, 2020, FTSE Russell clarified that due to recent Large Scale Asset Purchases (LSAP) of government bonds by the Reserve Bank of 
New Zealand as part of the programme announced on March 23, 2020, New Zealand is not considered to have met the market size minimum for 
inclusion in WGBI. For further details please see: http://www.yieldbook.com/m/indexes/FTSE-indexes/message.shtml?id=297. 
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Change to the Amount Outstanding Minimum for Swiss Government Bonds in FTSE Indexes 

After a thorough review of contemporary issuance patters of the Swiss Treasury with the advisory 

committees, FTSE Russell announces that the minimum amount outstanding for Switzerland government 

bonds will be lowered from CHF 4 billion to CHF 2 billion effective with the January 2021 profiles in FTSE 

fixed income indexes.   

As a result of the change, 14 bonds with CHF 43.0 billion (USD 47.4 billion) in par amount outstanding are 

projected to enter the FTSE Swiss Government Bond Index, based on the September 2020 profiles, 

representing 80.9% of the index on a market value weighted basis.  

FTSE Russell continually reviews index amount outstanding thresholds for local markets tracked by its 

indexes to ensure they accurately capture the most representative investment choice set for a given local 

market.   

 

Review of Accessibility for New Government Markets  

In August 2020, FTSE Russell announced the launch of three new government bond indexes tracking the 

market for fixed-rate local currency government debt issued by Nigeria, Saudi Arabia and Vietnam.7 As part 

of the September 2020 review, FTSE Russell announces that these markets are  formally assigned a Market 

Accessibility Level of 0, indicating they are now being considered through the FTSE Fixed Income Country 

Classification process for potential inclusion into flagship global government benchmarks, such as the FTSE 

Emerging Markets Government Bond Index (EMGBI). Over the coming months, FTSE Russell intends to 

consult with advisory committees  and index users on the accessibility conditions for foreign investors in 

these markets and any inclusion to the Watch List for possible reclassification will be considered at the next 

review in March 2021. 

 

Review of Local Market Snap Times 

FTSE Russell has gathered feedback from its advisory committees on a potential change to the snap time 

used for certain USD-denominated bonds in the FTSE fixed income indexes. As a result, FTSE Russell 

confirms that no change will be made at this time. The 3pm New York snap time will continue to be used for 

US Treasuries and US Agency Mortgages. 

 

 

 
7 For further details, please see: http://www.yieldbook.com/m/indexes/FTSE-indexes/message.shtml?id=297. 
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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®”, “Beyond Ratings®”  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 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. 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 FTSE Russell products, including but not limited to indexes, data and analytics, 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 herein 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 document 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, 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 www.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 
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