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MSCI's Sector Reclassifications:
What You Need to Know
By Richard Skaggs, CFA, Senior Equity Strategist

The MSCI All Country World Index (MXWD) is a
leading capitalization-weighted index of global equity
performance, representing companies based in 23
developed and 24 emerging market countries.
The index contains over 2,700 stocks across 11 global sectors. Financials have the largest
weight at about 17.0%, while the four smallest sectors, energy, materials, utilities, and real
estate, each have weightings below 6.5%. The market capitalization of all companies in the
index exceeds USD $50 trillion.
In December 2018, MSCI adopted new sector classification definitions, resulting in major
changes to the consumer discretionary, communications and information technology
sectors. As a result, the communications and information technology sectors were
reconfigured to better reflect the changing nature of these sectors and the way consumers
and businesses use these services today, while the consumer discretionary sector was
restructured to focus on a more narrow set of retail, housing, lodging, restaurant, and
automotive companies.
The communications sector is now broader and includes far more than just the telecom
companies that dominated the sector previously, bringing the sector’s total weight to about
9% from its previous 3% of the All Country World Index. Disney and Netflix, previously
categorized under consumer discretionary, now fall under the communications umbrella
due to their burgeoning content delivery platforms. Alphabet and Facebook, both previously
classified as technology, are now more appropriately grouped with communications services
companies. Likewise, Chinese digital communication powerhouses Tencent and Baidu have
also been reclassified as communications companies.
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THE NEW
COMMUNICATION
SERVICES SECTOR

Companies classified as communication services with a market weighting of 0.08% or greater; MSCI All Country
World Index as of December 28, 2018. Source: Bloomberg and MSCI.

The restructuring of the communications sector has left the technology sector somewhat
smaller by weight and is now more concentrated on traditional technology industries such
as information technology services (IT), semiconductors and related capital equipment, and
software. Payment services is another key industry within the technology sector represented
by Visa and Mastercard among other smaller global payments companies. IT leaders IBM
and Accenture are roughly equal in terms of index weighting, and Cognizant Technology
Solutions is the third largest representative in the industry. The semiconductor industry
has many players such as Intel, Taiwan Semiconductor, Broadcom, and Texas Instruments
representing the largest weightings in the category. Software is normally far less cyclical than
the semiconductor industry, and Microsoft is by far the largest software company worldwide.
Oracle, Adobe, SAP and cloud provider Salesforce.com round, out the global software leaders.
Technology hardware is an industry that Apple and Samsung have largely to themselves.
Microsoft and Apple are close to equal in terms of market weighting, with each carrying close
to 2.0%.
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Companies classified as information technology with a market weighting of 0.08% or greater; MSCI All Country
World Index as of December 28, 2018. Source: Bloomberg and MSCI.

It’s clear given the wide range of industries represented within these two sectors that there is
considerably more diversification than perhaps thought at first glance. The communications
sector combines fast-growing internet delivery of online services with the vibrant media
and entertainment fields. Of course, it also includes traditional communications, although
fast-changing consumer preferences have companies such as Verizon and AT&T rapidly
expanding into internet and content delivery. The technology sector combines services and
software, which tend to be less cyclical and more predictable, with the traditionally more
cyclical semiconductor and semiconductor equipment industries. The new communications
and technology sectors, which combined represent almost 25% of the market capitalization
of the MSCI All Country World Index, will be critical to global equity performance over the
long term.
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Disclaimer
The information in this presentation is provided for general information purposes only and does
not take into account the investment objectives, financial situation or needs of any person. Investors
Mutual Limited (AFSL 229988) is the issuer and Responsible Entity of the Loomis Sayles Global
Equity Fund (‘Fund’). Loomis Sayles & Company, L.P. is the Investment Manager.
This information should not be relied upon in determining whether to invest in the Fund and is
not a recommendation to buy, sell or hold any financial product, security or other instrument. In
deciding whether to acquire or continue to hold an investment in the Fund, an investor should
consider the Fund’s Product Disclosure Statement, available on the website www.loomissayles.com.
au or by contacting us on 1300 157 862. Past performance is not a reliable indicator of future
performance.
Investment in the Fund are not a deposit with, or other liability of, Investors Mutual Limited
and are subject to investment risk, including possible delays in repayment and loss of income and
principle invested. Investors Mutual Limited does not guarantee the performance of the Fund or any
particular rate of return.
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