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2 Methodology 

The International Finance Corporation 

The International Finance Corporation 
(IFC), an international organization, was 
established in 1956 to promote the eco
nomic growth of its developing member 
countries through private sector invest
ment. IFC is a member of the World Bank 
Group though it is legally and financially 
independent, with its own Articles of Agree
ment, shareholders, staff and financial 
structure. Its capital resources are pro
vided by its more than 151 member coun
tries, which collectively determine the 
Corporation's policies and activities 
through a Board of Governors. Currently, 
IFC is the world 's largest source of financial 
assistance in the form of loans and equity to 
the private sector in developing countries. 

IFC's Capital Markets Department is the 
focal point of financial market develop
ment activities such as technical assistance 
and advisory services, developing and 
strengthening financial institutions and 
intermediaries and promotion of interna
tional securities issues. With years of accu
mulated experience, its specialized staff 
maintainconstantcontactswithseniorgov
ernment officials and leaders of financial 
institutions and markets in the developing 
world. 

IFC pioneered the linkage between inter
national and developing countries' capital 
markets through the use of international 
investment funds. Its role in establishing 
international funds has typically involved: 
discussions with host country authorities 

on the appropriate legal and regulatory 
framework, structuring of the funds to en
sure professional and independent man
agement, and underwriting and investing 
IFC's capital in these funds. 

In 1984, for example, IFC helped establish 
the Korea Fund, Inc., a mutual fund that is 
listed on the New York Stock Exchange, 
with an initial valueofUS$60 million. Since 
then, IFC has brought over 25 local, re
gional, and global funds to the interna
tional market. IFC is currently also work
ing on a number of investment fund trans
actions in several countries involving both 
new cash and debt conversion schemes. 

1hrough its underwriting and private place
ments, IFC has been involved in assisting 
corporate clients raise financing through 
offerings of their securities, such as equity 
and convertible debt issues as well as float
ing rate note and Euro-commercial paper 
issues, in the international capital markets. 
Altogether, in recent years, IFC has also 
been involved as an underwriter of more 
than 36 domestic private securities issues 
from developing countries. 

The Emerging Markets Data Base was de
veloped as part of this activity, to provide 
a firm foundation for its investment pro
gramand advisoryactivities. Begun in 1981, 
the data base has become one of the world's 
leading sources of information on emerg
ing stock markets. 
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IFC's Emerging Markets Data Base 

•"If: 

The IFC Emerging Markets Data Base is the 
first comprehensive data base to provide 
detailed statistics on stock markets in de
veloping countries. International inves
tors can purchase securities, directly or 
indirectly, in most of these markets, with a 
growing trend to reduce restrictions. But 
information on these markets is scarce and 
often not consistent from one period to 
another or one market to the next Theda ta 
base is part of IFC's expanding line of prod
ucts to disseminate information, serving its 
mandate of seeking to stimulate the flow of 
private capital, both domestic and foreign, 
into productive investment in developing 
countries. 

Using a sample of stocks in each market, 
the data base includes weekly and monthly 
statistics on more than 800 stocks from 20 
markets, in many cases going back as far as 
1975. To establish representative indexes 
for stock market performance, IFC selects 
stocks based on trading activity, market 
size and sectoral diversity. 

IFC has established a network of corre
spondents in each market who provide the 
data on a regular basis. These correspon
dents include local brokers, investment 
banks, stock exchanges and regulatory au
thorities. For each market, IFC calculates 
two types of indexes, a price index and a 
total returns index. These indexes appear 

weekly in the international financial press 
and are the leading indexes of stock market 
performance available today that are cal
culated in a consist~nt manner for a large 
number of developing countries. 

The indexes are weighted by market capi
talization using a formula based on the 
chained Paasche method. For a detailed 
discussion of the indexes calculation, see 
the section on "Index Methodology". Price 
indexes are derived from changes in prices, 
adjusted for changes in capitalization. The 
Total Return indexes include changes from 
adjusted prices as well as cash dividends 
received and dividends implicit in rights 
issues with a subscription price below the 
prevailing market price. The IFC Compos
ite and regional indexes for Latin America, 
Asia and Europe/Mideast follow the same 
methodology but treat all stocks in the 
group of markets as if they were in a single 
market. 

In addition to this Methodology, IFC pub
lishes a Monthly Update, a Quarterly Review, 
an annual Factbook and a Bibliography of 
reports covering equity markets in devel
oping countries. The data in these reports 
and theunderlyingdataonindividualcom
panies come from the Emerging Markets 
Data Base, which IFC offers as a commer
cial service to subscribers. 
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Glossary 

Annualized mean: Twelve times the mean of 
monthly percent changes. 

Annualized standard deviation: Standard devia
tion of the monthly percent changes times the 
square root of twelve. 

Billion: 1,000 million 

Bonus issue: see stock dividend 

Capitalization issue: see stock dividend 

Dividend: The part of a company's profits that is 
distributed to shareholders, usually in cash. 

Dividend yield: Total cash dividends paid as a 
percent of market capitalization at the end of the 
period. The yield for the index is the total of all 
dividends paid divided by the total market capi
talization. 

IFC Global (IFCG) index: The name of the IFC 
index that represents stock market performance 
without taking into account restrictions on for
eign investors. 

IFC lnvestable (IFCI) index: The name of the IFC 
index that takes into account restrictions on for
eign investors. 

Listed companies: Number oflisted companies at 
the end of the period. 

Listed issues: Number of listed issues at the end 
of the period. Some companies may list more than 
one class of stock. 

Market capitalization: The market value of a 
company is the share price times the number of 
shares outstanding. 

Mean of % changes: Mean of monthly percent 
change in the IFC monthly indexes in U.S. dollars. 

4 Methodology 

Number of shares traded: Total number of shares 
traded during the period expressed in millions. 

Number of trading days: Number of days during 
the period that stocks traded on the exchange. 

Price/book value :ratio: The P /BV for the index is 
the total market capitalization divided by the total 
of the book values of the companies in the index at 
the end of the period. "Book value" is the same as 
"Net Worth", which is the difference between total 
assets and total liabilities. 

Price/earnings ratio: The P /E for the index is the 
total market capitalization divided by the total 
earnings of the companies in the index on a trailing 
12 months basis. 

Rights issue: An offer by a company to its share
holders to purchase additional shares, usually in a 
fixed ratio to the number of shares currently held. 

Scrip: shares 

Shares: ownership of a portion of a company. 

Standard deviation: Standard deviation of monthly 
percent changes. 

Stock dividend: Shares created by the conversion 
of part of a company's reserves into issued capital, 
which is distributed to shareholders. 

Turnover ratio: Total value of shares traded during 
the period divided by the average market capitali
zation for the period. 

Value/volume of shares traded: Total shares traded 
during the period. Value is expressed in millions of 
local currency or US. dollars; volume is expressed 
in millions of shares. -
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I. Emerging Markets in the 1990s 

Market Performance 

One of the more astonishing changes in world financial markets over the 
past decade has been the rapid growth and maturation of the emerging stock mar
kets of the world. In 1982 the 32 developing country stock markets surveyed by 
IFC had a combined market capitalization of about $67 billion for about 7,300 listed 
companies. At $13.9 billion, Malaysia had the single largest stock market in this 
group in terms of market capitalization and was followed by Brazil at $10.2 billion. 

The following decade brought dramatic growth. By the end of 1992, as a 
group, the emerging stock markets increased their market capitalization about 
eleven times to $740 billion, and doubled their share of world equity market capi
talization, from 3 percent to 6 percent. Trading volume increased 25 times from 
1982 levels and the number of listed companies in these markets now represents 
about 40 percent of the approximately 30,000 listed companies worldwide. Today, 
the Mexican, the Korean and Taiwanese stock markets are among the 15 largest 
markets in the world, surpassing several of the smaller stock markets in developed 
countries. 

In the second half of the 1980s, emerging markets as a group generally 
outperformed the OECD markets, often by a spectacular margin. IFC's global 
emerging markets indexes (me·asured in U.S. dollars) show that, from the end of 
1988 to end of 1992, markets in Mexico, Argentina, Chile, Colombia, Thailand, 
Venezuela, and Pakistan rose more than 100 percent in dollar terms, compared with 
a gain of 51 percent in the United States and a decline of 43 percent in Japan. 

Several factors are driving the growing international interest in portfolio 
investment in emerging markets. First is performance. The chart on the following 
page compares IFC's Global Composite and Investable Composite with the S&P 500 
index for the United States from the end of 1988 to the end of 1992. While the 
global index (which includes investments foreigners could not have made) did not 
perform as well as the S&P 500, the investable index outperformed the S&P 500 by 
a wide margin. 
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Second, higher returns usually are accompanied by higher risk, and 
emerging markets are no exception. Individually, many emerging markets are 
substantially more volatile than developed markets, as shown in the graph 
below. It is notable, however, that overall, the IFC Investable Composite is less 
volatile than either the British or the Japanese market. 
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The third factor in international interest in emerging markets concerns 
diversification. The principle is to spread a portfolio over different types of 
investments to take advantage of the probability that they will not move in the 
same direction at the same time or at the same speed. Most emerging markets 
show low correlations with the United States and each other (some are even 
negative); this indicates that they offer excellent potential for portfolio diversifi
cation. 
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M9CIEAFE 

Correlations to the S&P 500 
(U.S.$; four years ending December 1992) 
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Trends in the 1990s 

Many of the forces that fueled such growth are likely to retain their mo
mentum in the 1990s. Some of the more important of these trends are as follows: 

• 

• 

Many developing country governments have adopted more mar
ket-oriented policies. For example, areas of economic activity 
previously considered to be the domain of government, such as 
public utilities and telecommunications, are being opened to the 
private sector. 

Sectors of these economies, such as commercial banking, that had 
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been closed to foreigners have been opened to foreign private 
sector investment. 

• Restructuring of the corporate sector of many emerging market 
countries continues, following the international debt crisis and 
severe recession faced by many developing countries in the 1980s. 
As a result, numerous companies in less-developed countries are 
now highly competitive internationally. 

• The privatization of state-owned enterprises, especially in Latin 
America and Southeast Asia, and more recently, in Central and 
Eastern Europe countries continues. As more companies are listed 
and their shareholdings disbursed among the population, the stock 
markets gain much-needed depth and breadth. 

• Derivative markets are developing in the emerging markets and 
could help allay concerns regarding market volatility by offering 
hedging mechanisms to domestic and foreign investors. Some 
markets, such as Mexico and Brazil, for example, have made sub
stantial progress in developing markets for financial derivatives 
and Southeast Asian markets such as Malaysia, Korea, and Thai
land are likely to follow suit in the near future. 

These ongoing liberalization trends are likely to encourage continued 
inflows of foreign portfolio investment to emerging markets. In addition, spe
cific incentives for overseas portfolio investment are also likely to develop fur
ther. Some of these are outlined as follows: 

8 Methodology 

• The potential strength of corporate earnings in developing coun
tries will attract investors. Between 1965 and 1989, the economies 
of emerging market countries grew at an average annual rate of 4.7 
percent compared with 3.1 percent for industrialized countries. 
According to the International Monetary Fund, output growth in 
emerging markets is expected to reach 6.2 percent in 1992 as 
against 1.7 percent for the industrialized countries. This higher rate 
of economic growth is likely to translate into stronger corporate 
growth and, subsequently, higher profits. 

• Relatively low valuations for many emerging market companies 
and markets could be expected to produce superior long-term 
returns as these stocks' potential is recognized by local and inter
national investors. 
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• Emerging markets offer significant diversification potential for 
global portfolios. While individually, emerging markets have been 
quite volatile, as a group they have shown low and sometimes 
negative correlations with the U.S. markets and among themselves. 

• Some of the most globally competitive companies in the world 
today are located in emerging markets. In fact, a select group of 
developing country stocks are already considered by international 
investors to be "blue chip." 

In recognition of these opportunities in the emerging markets, interna
tional portfolio investment in the developing world has grown from just a few 
million dollars in the early 1980s to an estimated US$50 billion today. Similarly, 
the proportion of equity assets of international institutional investors allocated 
to emerging markets has surged. 

Emerging markets investments are increasingly being accepted as an 
independent asset class by institutional investors, and managers now consider it 
prudent to include these markets in global asset allocation strategies. Academic 
research has established that adding this asset class to institutional portfolios 
extends the efficient frontier, both enhancing returns and reducing risk through 
diversification. One of the primary functions of the IFC Indexes has been to 
facilitate recognition by the international investment community of the benefits 
of investing in the emerging markets. 

The Evolving Role of the IFC Indexes 

Just as the emerging markets have evolved, the needs of investors in 
emerging markets have also changed. When IFC first began calculating gs 
emerging market indexes in the mid-1980s, most developing countries had major 
restrictions on foreign portfolio investment. The first series of indexes were, · 
therefore, designed to accurately reflect the individual markets and the aggre ..... 
gate emerging stock market universe from the perspective of a local investor. 
Since then, barriers to investment have fallen markedly and foreign investment 
in the emerging markets has soared, bringing with it a need for an index which 
reflects new opportunities for foreign investment. 

IFC's original indexes, now known as the IFC Global (IFCG) Indexes, do 
not take into consideration restrictions on foreign ownership that limit the acces
sibility of certain markets and individual stocks. Their primary use, therefore, is 
to gauge and compare local market sizes and price movements. The Global 
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Indexes have played a vital role in stimulating investment in the emerging 
markets and continue to be the most appropriate investment tool for use by local 
investors and those interested in the broad trends of the emerging markets. 

The growth of international investment in emerging markets, combined 
with increased investor sophistication, creates a critical need for an appropriate 
benchmark index for international investors. Such an index should consistently 
reflect the dynamic process of reduced investment restrictions in the emerging 
markets, to serve as both an accurate measurement tool of performance and an 
historically sound indicator of the growing universe of emerging market stocks 
available to international investors. 

As the pioneer provider of emerging markets data and indexes, IFC has, 
therefore, introduced a complementary set of indexes to track and measure the 
internationally-investable universe of emerging market stocks around the world. 
The new IFC Investable (IFCI) Index series provides a broad, neutral, and his
torically-consistent benchmark for the growing emerging market investment 
community. The methodologies for calculation of the Global and Investable 
Indexes are similar. The key difference is, however, that the investable series is 
adjusted to reflect restrictions on foreign investment existing in the emerging 
markets. 

The unique attributes of the investable index series--breadth, neutrality, 
practicality and historical consistency--will serve to establish the IFC Investable 
Indexes as the premier benchmark for international investors. 

Breadth of Coverage: The investable series includes indexes for 18 
discrete markets, three regional indexes and a composite index, providing the 
most accurate representation of the investable eqterging market universe avail
able. Unlike narrower indexes, the Investable Composite does not dramatically 
overweight any single market. Its three regional indexes provide for substantial 
geographical diversification. Furthermore, IFC will respond by adding new 
markets to its coverage as the focus of international investors continues to 
broaden to new markets and as more markets open their doors to foreign portfo
lio investment. · 

Neutral Benchmark: As a member of the World Bank Group, IFC is 
committed to building domestic capital markets and promoting portfolio invest
ment in the emerging markets. The Emerging Markets Data Base was dedicated 
to this purpose at its establishment in 1981, long before investment in the emerg
ing markets was popular. The integrity of the data base, the quality of its infor
mation, and IFC's commitment to the emerging markets are unsurpassed. None-

10 Methodology 
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able indexes, IFC has established an Index Advisory Panel, consisting of highly
experienced fund managers and index experts. 

Practicality of Stock Inclusion Criteria: To accurately reflect the actual 
investment opportunities for foreign portfolio investors, the new Investable 
Indexes go beyond definitions of legal investability and apply tighter liquidity 
criteria than the broader Global Index series. Assisted by the practical input of 
its Index Advisory Panel, IFC has applied minimum market capitalization and 
liquidity hurdles for the inclusion of individual stocks, while retaining a rule
based exception policy t.o insure the inclusion of a sufficient number of stocks in 
individual market indexes. Furthermore, through the intensive research of its 
market analysts and local correspondents, IFC is committed to continually en
hancing the accuracy of its indexes. 

Historically-Consistent: The Investable Indexes are designed to accu
rately reflect the major changes in emerging market investability since the late 
1980s. Unlike other indexes, the IFC family of indexes builds upon fundamental · 
information compiled on over 1,000 stocks in the Emerging Markets Data Base; 
this provides users with invaluable stock-level, index-level, and market-level 
statistics. The result is a set of indexes that consistently reflects the dynamic 
history of the investable emerging market universe from 1988 to the present. 

Therefore, for performance measurement, benchmarking, asset allocation, 
and passive fund management, the new IFC Investable Indexes provide an ideal 
tool for use within the financial industry. The Investable Index series provides a 
neutral benchmark which is consistent across borders, encompasses a broad 
range of markets, and includes a representative sample of stocks in each market. 

Together with the broader, IFC Global Indexes, the IFC Investable Indexes 
provide a complementary set of consistent and comparable measures of stock 
market performance. ~--.,, 

The IFC Index Family 

The complete family of IFC Indexes is extensive: 

Price indexes measure changes in the value of shares without taking dividends 
into consideration; total return indexes include dividends and assume that they 
are reinvested across the entire index portfolio in proportion to the capitalization 
of all stocks in the index. 
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Global indexes, representing the market as a whole, show trends in the market 
from the perspective of local investors; investable indexes take the perspective of 
foreign investors, accounting for legal restrictions on foreign portfolio invest
ment and capital flows . 

Indexes are calculated in local currency as well as in U.S. dollars. 

Individual market indexes are calculated for each market; regional indexes, in
cluding a Composite of all markets covered, offer a broader perspective on stock 
market performance. 

Industry indexes are calculated using the same methodology as the other indexes. 
Each company is assigned a sector and industry code according to a scheme 
similar to that of the U.S. Government's Standard Industrial Classification. 
Global indexes are available for nine main economic sectors and 23 industries. 

Indexes are calculated on a weekly and monthly basis, using prices for each Friday 
and the end of each month. · 

The following chapters explain, in detail, the methodology and selection 
criteria of the IFC Emerging Markets Indexes. By providing the definitive bench
mark for global investors, IFC continues to work to mobilize foreign portfolio 
investment to the emerging markets of the world. 

12 Methodology 
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II. Market Sele_ction 

Defining an "emerging" stock market 

The phrase "emerging stock market" has different meanings for different 
people. On the one hand, it implies that a market has begun a process of change, 
growing in size and sophistication, in contrast to markets that are small and give 
little appearance of change. On the other hand, it could refer to any market in a 
developing economy, with the implication that all have the potential for develop
ment. 

IFC follows this latter definition: just as most low- and middle-income 
economies are considered "developing" -- regardless of their particular stage of 
development -- all stock markets in developing countries are considered "emerg
ing." For this broader meaning, IFC generally follows the criteria of the World 
Bank in classifying economies as low-income, middle-income or high-income, 
primarily on the basis of gross national product (GNP) per capita. 

The World Bank uses the following categories: 

• Low-income economies are those with a GNP per capita of 
$635 or less in 1991. 

• Middle-income economies are those with a GNP per capita 
of $636 - $7,910 in 1991. 

• High-income economies are those with a GNP per capita 
of $7,911 or more m 1991. _ . 

Brief listings of economies, their GNPs and other major macro-economic 
indicators appear in the World Development Report and the World Bank Atlas, 
published annually by the World Bank. 

Selecting markets for IFCs indexes 

IFC currently calculates indexes for twenty large emerging markets, 
shown in the table on the next page. As other markets grow in size and sophisti
cation, IFC expects to add indexes for them. For purposes of consistency, mar
kets that are included in the Emerging Markets Data Base are likely to remain in 
the data base for some time even if the economy later moves into the high-income 
group. IFC will give appropriate public notice of its intent to add or delete 
markets from index coverage. 
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Creating regional indexes 

The regional indexes calculated by IFC include all markets in the region for which IFC 
calculates an index. Each is calculated as if all stocks in the region were in a single market. As 
IFC adds new index markets, they will automatically become part of their regional index as 
well. 

Similarly, the Composite index includes all markets for which IFC calculates an index 
and for which data is readily available in a timely manner. As of May 1993, the end-of-month 
Global Composite included 20 markets while the end-of-week Global Composite included 18 
markets, because of the difficulty of obtaining weekly data from all markets in sufficient time 
to publish the indexes. 

The regional and composite investable indexes include only those markets that are 
"investable." 

Index Coverage 

Global Index Investable Index 

Market Monthly Weekly Monthly Weekly 

LatinAmmca 
Argentina Dec 7S Dec88 Dec88 Dec88 
Brazil Dec 7S Dec 88 Dec88 Dec88 
Chile Dec 7S Dec88 Dec88 Dec88 
Colombia Dec84 Dec88 Feb 91 Feb 91 
Mexico Dec7S Dec88 Dec88 Dec88 
Venezuela Dec 84 Dec88 Jan 90 Jan 90 

Asia 
India Dec7S Dec88 Nov92 Nov92 
Indonesia Dec89 Sep 90 Sep 90 Sep90 
Korea Dec7S Dec88 Jan 92 Jan 92 
Malaysia Dec84 Dec 88 Dec88 Dec88 
Pakistan Dec84 Mar 91 Mar91 Mar91 
Philippines Dec84 Dec88 Dec BB Dec88 
Taiwan, China Dec84 Dec 88 Jan 91 Jan 91 
Thailand Dec 7S Dec88 Dec88 Dec88 

Europe/Midust/Africa 
Greece Dec7S Dec88 Dec88 Dec88 
Jordan Jan 78 Dec88 Dec88 Dec88 
Nigeria Dec84 
Portugal Jan 86 Dec88 Dec88 Dec88 
Turkey Dec86 Dec88 Aug89 Aug89 
Zimbabwe Dec7S Dec 88 

Regions 
Composite Dec84 Dec88 Dec88 Dec BB 
Latin America Dec 84 Dec88 Dec88 Dec88 
Asia Dec84 Dec 88 Dec BB Dec88 
Europe/Mideast/ Africa Dec84 Dec88 Dec88 Dec88 

14 Methodology 
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ill. Stock Selection 

General criteria 

IFC selects stocks for inclusion in the indexes on the basis of three criteria: 

Size 
Liquidity 
Industry 

The indexes include the largest and most actively traded stocks in each 
market, with a target index total representing the top 60% of total market capi
talization at the end of each year and, as a second step, the top 60% of total 
trading value during each year. Size is measured by market capitalization; 
liquidity is the total value of shares traded during the year. 

Only stocks that are listed on one of the major exchanges in the emerging 
markets are included in the index. The index will not include stocks whose 
issuing company is headquartered in an emerging market but listed only on 
foreign markets. 

If several stocks meet the liquidity and size criteria, but only one or two 
are needed, IFC selects the stocks that represent industries that are not well
represented in the IFC index. 

In a few instances, particularly where multiple classes of stocks are com- · 
mon (e.g., Brazil and Mexico), IFC may include in the Index more than one class 
of stock for the same company even though they are not necessarily actively 
traded. The purpose is to give a balanced view of the capitalization of compa
nies that have other classes of stock that are actively traded. 

Stocks are not selected on the basis of financial history, expected future 
performance or any criteria other than those described above. Readers should 
not consider the inclusion or exclusion of any stock as a constituent of the in
dexes as a recommendation to buy or sell the stock. 

Criteria for the investable indexes 

As a first screen, stocks are included in the investable indexes if they are 
in the global index and are available for purchase by non-resident investment 
institutions to some degree; the degree is determined by national laws and by 
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company statutes. The investable market capitalization of each stock is used for 
its weight in the index instead of the stock's total market capitalization. 

Example: XYZ, Ltd. has a total market capitalization 
of $100 million but national law prohibits foreign 
ownership of more than 49% of a company. The IFC 
Global Index would use the full $100 million as the 
stock's market capitalization while the Investable 
Index would use only $49 million. 

Governments and companies impose a variety of restrictions on foreign 
ownership. Several examples are shown here; Chapter V summarizes the re
strictions in effect at the end of 1992 by market. 

16 Methodology 

• General national limits, such as "foreigners as a group may not 
own more than 10% of any company;" 

• Special class of shares, such as A and B class shares in the 
Philippines. The two are equivalent except that foreigners 
may not own A class shares; 

• Sector restrictions, most commonly used to limit foreign owner 
ship of financial institutions, energy producers, utilities, and 
the media; 

• Single foreign holder limitations on general classes of shares, 
such as Brazil's "no more than 5% of the voting classes, nor more 
than 20% of aggregate capital" or Colombia's 10% limit per 
investor. The IFC rule in this regard is to use the aggregate that 
foreign investors as a whole may acquire. 

Example: In Colombia, foreigners may own 100% of 
most companies, although no single foreigner may own 
more than 10%. The investable market capitalization 
would be considered as 100%. 

• "Foreign Board" adjuncts to the main stock exchange, where 
foreign investors may trade listed stocks among themselves, 
assuring that trades conducted there will not cause the foreign 
ownership content to exceed maximum permitted levels. 
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• Prohibitions on individual foreign investors while permitting 
multiple foreign mutual funds, if they meet certain criteria, 
such as minimum fund size and experience. The IFC rule in this 
regard is to consider the market as open as it is to authorized 
investors, using the "aggregate investor'.' rule noted above for 
individual stock investability factors. 

• Company statutes that impose limits that differ from national 
law in some markets. In those cases, IFC uses the most restric 
tive limit. 

Example: The national limit is 49% but a company's 
articles of incorporation set a limit of 25%. IFC would 
use a weight of 25%. 

• National limits on the aggregate permitted foreign invest 
ment. For example, Taiwan, China set a ceiling of US$2.5 
billion on foreign inflows when it opened its stock market in 
January 1991. At the end of 1992, this represented about 2.5% 
of total TSE capitalization. In this case, IFC would apply the 
relative shares of the available stocks within the market 
against the aggregate limit. 

Example: The national limit in a market is $1 billion, 
and the investable index in the market consists of 
two stocks, XYZ Inc. and ABC Corp., which have 
available market capitalizations of $2 billion and 
$500 million, respectively. In the absence of the 
aggregate limit, the investable index would use $2 
billion and $500 million as the available market 
capitalization. 

. However, these amounts would exceed the limit, and 
IFC would apply the relative share approach: two 
stocks represent 80% and 20% of the available market 
capitalization, so the investable index would use $800 
million and $200 million as the two stocks' "available" 
market capitalization. 
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Size and liquidity screens 

As a practical matter, portfolio investors tend to avoid stocks that are 
illiquid or that have relatively small market capitalizations. To take these con
cerns into account, IFC excludes stocks from the investable indexes if: 

1) trading value for the year totals less than $10 million, using total trad
ing value unweighted for foreign access; 

2) the investable market capitalization is less than $25 million. An excep
tion occurs when the investable capitalization is small but the trading is large. 
IFC will not exclude a stock if the value traded exceeds $100 million for the year, 
regardless of the stock's investable capitalization. 

Example. A stock in Korea has a total capitalization of 
$240 million and trading totaling $1,300 million for 
the year. With the 10% limit currently in effect in 
Korea, the investable capitalization is only $24 mil
lion. It is clearly an accessible, large and liquid stock, 
and foreigners are unlikely to have difficulty_in 
trading it. 

Minimum stocks in an index 

In rare cases, the selection screens could produce fewer than five stocks in 
an investable market, which is insufficient for an index. If that happens, IFC will 
select as many stocks as needed to reach the minimum of five stocks, using 
investable capitalization ranked in decreasing order by size. 

Float 

Stock market "float" (i.e., the amount of issued stock held by the general 
public and generally assumed to be available for trading) is not a consideration 
in weighting the indexes, due to the difficulty of obtaining accurate information 
in a timely manner. IFC is researching the issue and may revise weights accord
ingly in the future. 
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Largest stocks in the IFCI Index 

Applying the various screens to the IFC Global Index reduces the number 
of stocks at the end of 1992 from 1,017 to 650 in the IFC Investable Index. The 
table on the next page lists the 25 largest stocks in the IFCI Composite, shown in 
order of investable market capitalization. 

Methodology 19 



Twenty Five Largest Stocks in I FC lnvestable Index 
(End December 1992) 

Stock's 

Stock's lnvestable 
Market Market 

Capitalization Capitalization Stock as% of 

Rank Stock Market ~S$ Mili.l {US$ Mill.} Its Market 

Telmex •L Mexico 20,144.5 20,144.5 14.5 

2 GCarso -A1 Mexico 5,210.2 5,210.2 3.8 

3 Telefonica -ESCB Argentina 3,929.2 3,929.2 21. 1 
4 Telebras -PN Brazil 3,216.1 3,216.1 7.1 
5 Resorts Malaysia 3,140.7 3,140.7 3.3 

6 Telecom -ESC Argentina 3,113.8 3,113.8 16.7 

7 Cemex -A Mexico 2,967.6 2,967.6 2. 1 

8 Sime Darby Malaysia 2,839.3 2,839.3 3.0 

9 Tenaga Nasional Malaysia 10,757.2 2,689.3 2.9 
10 Genting Malaysia 2,567.1 2,567.1 2.7 

11 Telecom Malaysia 9,853.6 2,463.4 2.6 
12 Cifra ·A Mexico 2,369.0 2,369.0 1.7 
13 Cifra -8 Mexico 2,295.1 2,295.1 1.7 
14 Perez -8 Argentina 2,224.1 2,224.1 11.9 
15 ICA Mexico 1,974.6 1,974.6 1.4 

16 FEMSA ·B Mexico 1,956.0 1,956.0 1.4 
17 Cemex -8 Mexico 1,909.7 1,909.7 1.4 
18 Vitro -NVO Mexico 1,833.9 1,833.9 1 .3 
19 GFB -C Mexico 1,605.3 1,605.3 1.2 
20 Banacci -C Mexico 1,475.6 1,475.6 1.1 

21 VISA Mexico 1,377.4 1,377.4 1.0 

22 Cifra •C Mexico 1,367.7 1,367.7 1.0 
23 MAS Malaysia 1,335.1 1,335.1 1 .4 
24 Magnum Malaysia 1,313.9 1,313.9 1 .4 

25 Medema -A Mexico 1,310.6 1,310.6 0.9 

Total 92,087.2 76,629.1 10.4 
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Stock as% 
lnvestable 
Come:2site 

11.6 
3.0 
2.3 
1.9 
1.8 

1.8 

1.7 
1 .6 
1.6 
1.5 

1.4 
1.4 
1.3 
1.3 
1.1 

1.1 
1.1 
1.1 
0.9 
0.9 

0.8 

0.8 
0.8 
0.8 

0.8 

44.3 
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N. IFC Index Methodology 

General methodology 

The purpose of the IFC Index is to measure the change in the value of a 
representative portfolio of stocks for each market. In calculating the index, IFC 
weights each stock by its market capitalization. This method of weighting pro
duces an index that automatically reflects changes in the relative values of stocks 
in the market. 

The change in the index is the change in the total of the "adjusted" capi
talizations of the constituent stocks from one period to the next. The adjust
ments, described below, are needed to neutralize the effect of certain changes in 
the number of shares outstanding for stocks already in the index and for the 
addition or deletion of stocks from the index. 

The process of linking changes in adjusted capitalization from one period 
to the next rather than from the base period to the current period is known as the 
"chained Paasche" method, and is the most commonly used method of calculat
ing indexes for stock markets. 

Adjustments at the stock level 

Adjustments to the basic method of measuring the change in capitaliza
tion are needed when a company issues new shares or declares a rights issue. 
The purpose of the adjustment is to neutralize the change so the change itself 
will have no effect on the index. For example, when a company sells additional 
shares of stock, it adds market capitalization that would distort the index by 
implying that the market capitalization of the index increased from the period 
before the new shares were issued tp .th~ period after the new issue. 

_ New shares. If new shares were issued in the current period but were not 
present in the previous period, the index algorithm subtracts the newly issued 
capitalization from the total capitalization in the current period. This equalizes 
the number of shares used in both periods, so that the index reflects only price 
changes. 

A cancellation of shares is treated as a negative new issue. Shares created 
by the conversion of other securities are treated as new issues. 
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Period 

1 
2a 
2b 
3 

Example: The price of a stock with 2,000 shares out
standing was $10 prior to an issue of another 1,000 
shares, $10 immediately after the new issue, and $15 at 
a later period. The total capitalization in the second 
period would be $30,000, but the adjusted capitaliza
tion used in the index would be $20,000 after subtract
ing out the $10,000 in new capitalization. 

In the third and all future periods, the new capitaliza
tion is added back. This method is illustrated below 
with two different adjusted capitalizations for the same 
period: 2a is used to calculate the index for period 2 
and 2b is used to calculate the index for period 3. 

# of Total Adjusted 
Price shares cap. cap. Change 

10.00 2,000 20,000 20,000 
10.00 3,000 30,000 20,000 0% 
10.00 3,000 30,000 30,000 
15.00 3,000 45,000 45,000 50% 

Index 

100 
100 

150 

Rights issues. When shares begin trading ex-rights, the theoretical stock 
price falls by the intrinsic value of the rights. The total capitalization does not 
change because the combined capitalization of the two securities -- the shares 
and the rights -- equals the previous capitalization of the shares trading rights
on. IFC's price index also remains unchanged. 

Because the index follows only the shares and not the rights, which may 
be trading separately, an adjustment is needed to prevent the index from drop
ping. The method is similar to that of a new issue. In both cases, the theoretical 
price is the weighted price of the shares at the instant after the change. The 
formula for the theoretical price of a share trading ex-rights is: 

22 Methodology 

Number.of rights required to buy one new share • market price 
before the ex-date plus the subscription price 

Number of rights required to buy one new share + 1 
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Example: A company has 1,000 shares outstanding 
selling at $100 per share. The company declares a 
rights issue where each existing share receives one 
right for each share, with four rights plus $90 re
quired to purchase one new share. According to the 
formula above, the theoretical price is: 

(4 ... 100) + 90 490 
=- = 98 

4+1 5 

For the index in the second period, the algorithm subtracts the additional 
capitalization that is due to the new shares. In this example, 250 new shares are 
issued at a subscription price of $90 per share, so the total subtracted is $22,500. 
To calculate the index for the third period, the new capitalization is added back 
to the period 2 adjusted capitalization. As in the previous example, this method 
is illustrated below with two different adjusted capitalizations for the second 
period. 

# of Total Adjusted 
Period Price shares cap. · cap. Change · Index 

1 100.00 1,000 100,000 100,000 100 
2a 98.00 1,250 122,500 100,000 0% 100 
2b 98.00 1,250 122,500 122,500 
3 117.60 1,250 147,000 147,000 20% 120 

Splits. Because prices drop by the split ratio, total capitalization does not 
change at the time of the split and no adjustment is needed. The following 
example starts with the same assumptions as above but uses a two-for-one split 
instead of a rights issue. 

Period 

1 
2 

# of 
Price shares 

100.00 1,000 
50.00 2,000 

Total 
cap. 

100,000 
100,000 

Adjusted 
cap. 

100,000 
100,000 

Change Index 

100 
0% 100 

Stock dividends, also known as bonus shares, have the same effect as · 
splits. Consolidations or purchase of shares for Treasury stock are treated as 
negative splits. 
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Adjustments at the index level 

The capitalization of the index is the sum of the adjusted capitalizations 
of the individual stocks, whether the index is for a single market, a region or for 
the composite of all markets. Further adjustments are required, however, when 
stocks are added to or deleted from the index. The principle of the adjustment is 
the same: adjust the current total capitalization so the index calculation is done 
on the same set of stocks. 

When a stock is added to the index, its capitalization is subtracted from 
the total capitalization in the current period so that it will not give the appear
ance of an increase in the index capitalization. It is added back in the index 
calculation for the following period. 

When a stock is deleted from the index, its capitalization in the previous 
period is added to the total capitalization in the current period so that its re
moval will not give the appearance of a reduction in the index capitalization. It 
is subtracted again for all future periods. 

Adjustments for investable indexes 

For each stock, IFC maintains a time series with a "foreign availability 
factor" that shows the share of total market capitalization that foreigners can 
purchase. This factor is multiplied times the stock's market capitalization to 
generate its investable market capitalization, which is used in calculations of the 
investable indexes. These availability factors are available to clients. 

Example: Total capitalization of ABC Corp. in Korea is $150 
million but foreigners can buy a maximum of 10% of compa
nies in that industry. The global IFC indexes would weight the 
stock at $150 million but the investable indexes would weight it 
at $15 million. 

Dividends 

Although cash dividends can affect stock prices, the industry norm is to 
not make any adjustment for dividends in the price index. Instead, a total return 
index is calculated to isolate the effect of dividends. For the IFC total return 
indexes, the procedure is to add the total amount of dividends paid to the ad
justed market capitalization for the period. 
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Example: A company pays a dividend of $2 per share in period 
2, and prices remain unchanged at $20 per share for periods 1, 2 
and 3. For the 1,000 shares outstanding in the example illus
trated below, the total dividends amount to $2,000, which is 
added to the adjusted market capitalization of the total return 
index. No adjustment is made to the price index. 

# of Total Price To~al return 
Period Price shares cap. index adjusted cap. 

1 20.00 1,000 20,000 100 20,000 
2 20.00 1,000 20,000 100 22,000 
3 20.00 1,000 20,000 100 20,000 

Base dates and currency 

Index 

100 
110 
110 

In general, the base for the global indexes is the end of 1984 and the base 
for the investable indexes is the end of 1988, in each case setting the base level at 
100. Base dates for the following markets were set at a later date because in
dexes were begun or the markets opened after the end of 1988: 

Colombia 
India 
Indonesia 

Feb91 
Nov92 
Sep90 

Korea 
Pakistan 
Taiwan, China 

Jan 92 
Mar91 
Jan 91 

Turkey Aug 89 
Venezuela Jan 90 

The IFC indexes are calculated in local currencies as well as in U.S. dol
lars. Any comparison of international prices relies critically on the currency 
exchange rates selected as the basis for comparison. Consistency of sources, 
periods and averaging methods can greatly affect the translated result. For most 
markets, the indexes use exchange rates taken from the Wall Street Journal or the 
Financial Times (London). 

When multiple exchange rate systems exist, IFC uses the nearest equiva
lent "free market" rate or the rate that would apply to the repatriation of capital 
and income. In a few cases, the newspaper rates are inappropriate for this pur
pose and IFC uses rates provided by IFC's correspondents in each market. Alt' 
rates used are included in the data base files provided to clients. 

...... ,,.... __ -
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Advisory Panel 

To ensure neutrality, theoretical soundness and industry acceptance, IFC 
has assembled a panel of experts from academia and the investor community to 
provide advice on the index methodology. The purpose of the panel is to ensure 
that the IFC Indexes have the best possible design from both an academic's and a 
practitioner's perspective. Panel members review the stocks proposed by IFC for 
changes in the indexes and, when appropriate, suggest changes to IFC's selection 
criteria for stocks and markets. 

The panel serves in an advisory capacity; all decisions regarding the 
indexes are the sole responsibility of IFC. 

Source of prices and related information 

The principal source of prices and changes in capitalization used for the 
IFC Indexes is a network of correspondents in each market, including local 
brokers, investment banks, stock exchanges and regulatory authorities. Supple
menting their reports are numerous trade publications and research reports. 

When a stock is not traded on the date of the index, the last traded price is 
used. When a stock is traded on more than one local exchange, the price used by 
IFC is taken from the exchange where the trading is most active. 

A few markets, notably Thailand, maintain "alien" boards to ensure that 
the total foreign ownership does not exceed a certain share of the total. In those 
cases, trading in stocks on the alien board is generally thin, stocks often trade at 
different prices, and price movements often lag behind those of the main market. 
For consistency, IFC uses the main board prices. If the trading on these boards 
grows, IFC will consider switching to them as the pricing source. 

Revisions to constituents 

Once a year, the constituents are ~eviewed for the criteria described 
above, and additions and deletions are made as necessary. Although the target 
for the global indexes is a coverage of 60%, the actual coverage will vary. To 
ensure consistency, IFC will not generally add or delete stocks unless the cover
age of the global index drops below 50% or rises above 70% of the total market 
capitalization. · 
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On a quarterly basis, IFC will formally drop stocks that have been sus
pended, delisted, merged, dropped or otherwise made irrelevant. Newly listed 
stocks that result from a merger or split of a stock already in the index will be 
added. IFC may add a newly listed stock to the index between the regular quar
terly revisions if it is unusually large (e.g., in the upper third of the stocks in that 
·market ranked by investable market capitalization). Such changes will be an
nounced one week prior to their actual inclusion in the indexes. 

IFC constantly monitors the investment and exchange rules in each mar
ket, and applies revised foreign access factors as soon as they take effect. IFC 
announces the revisions in a quarterly notice, about one week before the changes 
go into effect. 
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V. Restrictions on foreign investors at the end of 1992 

Argentina The market is considered generally 100% investable; some corpo
rate statute limitations apply. 

Brazil The market is considered generally investable; since May 1991 
foreign institutions may own up to 49% of voting common stock 
and 100% of non-voting participating preferred stock. Some corpo
rate statute limitations (e.g., Petrobras common are off-limits) 
apply. . 

Chile Foreign portfolio investment is considered to enter Chile through 
Law 18657 of 1987 regarding Foreign Capital Investment Funds, 
which limits aggregate foreign ownership to 25% of a listed 
company's shares. 

Colombia The market is considered 100% investable from February 1, 1991. 

Greece The market is generally 100% investable. 

India A press note issued by the Ministry of Finance of the Government 
of India on September 14, 1992, announced that foreign institu
tional investors (FIIs) could henceforth invest in all listed securities 
in both primary and secondary markets. Flls are required to regis
ter with the Securities and Exchange Board of India before making 
any investment. The market is considered effectively open from 
November 1, 1992. 

Investments are subject to a ceiling of 24% of issued share capital 
for the total holdings of all registered Flls and 5% for the holding 
of a single FII in any one company. The ceiling includes the con
version of fully and partly convertible debentures issued by the 
company. 

Indonesia Until December 1987, the market was closed to foreign investment. 
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In December 1987, the government introduced deregulation mea
sures that allowed foreigners to purchase shares in eight non-joint 
venture companies. 

On September 16, 1989, the Minister of Finance of the Republic of 
Indonesia issued Decree Number 1055/KMK.013/1989, which 
allowed foreigners to purchase up to 49% of all companies' listed 
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Jordan 

Korea 

Malaysia 

shares, including foreign joint ventures but excluding banks. The 
Bank Act, 1992, enacted on October 30, 1992, allowed foreigners to 
invest in up to 49% of the listed shares in three categories of banks 
- private national, state and joint foreign. Currently only private 
national banks are listed. 

In a few markets, such as Indonesia, companies do not list all the 
shares outs'tanding.For its indexes, IFC counts only the shares 
listed at the stock exchange. 

The market is considered generally 49% investable. 

Since January 1, 1992, authorized foreign investors have been 
allowed to acquire up to 10% of the capital of listed companies; 
some corporate statute limitations apply (e.g., POSCO & KEPCO -
8%, and some are permitted up to 25%). The 10% limit applies 
separately to common and preferred stock. 

Under the revised regulations of June 22, 1992, effective in July 
1992, companies whose foreign holdings already exceeded 10% 
could apply to Korea's Securities and Exchange Commission to 
increase their limit to 25%. As of March 1993, four companies had 
received permission: Korea Electronic Parts, Korea Long-Term 
Credit B~i'fk, Trigem Computer and Young Chang Akki. The ceil
ing automatically declines when foreign-held shares are sold to 
domestic investors. 

The limit on foreign ownership of Malaysian stocks is subject to 
some debate. Bank Negara, the central bank, restricts the owner
ship of banks and financial institutions by foreigners to 30%. 
However, these limits do not appear to be strictly enforced. 

Under the Banking and Financial Institutions Act, 1989, the ap
proval of the Minister of Finance is required before foreign inves
tors can buy or sell shares of a licensed bank or finance company 
amounting to 5% or more. Certain non-bank stocks have different 
foreign share holding limits for tax and other reasons. These are 
MISC, Proton, Telekom, Tenaga Nasional, Tai Wah Garments and 
Yan tzekiang. 

All other stocks are open ·to foreign portfolio investment without 
any limits. However, the approval of the Foreign Investment Com
mittee is required for acquiring 15% or more of the voting power of 
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a company by any one foreign interest and for acquiring the assets 
or interests of a company when they exceed M$5 million, whether 
by Malaysian or foreign interests. Except for a few specific cases, 
IFC uses 100% for most stocks and 30% for banks and financial 
institutions. 

Mexico Foreign portfolio investment is permitted in designated classes of 
shares, and since May 1989 in most other shares through the use of 
the Nafinsa Trust arrangement. It is now considered generally 
100% investable, except for banks, where foreign ownership is 
restricted to 30%. -

Nigeria Closed to foreign investment. 

Pakistan The market is considered 100% investable from February 22, 1991. 

Philippines National law requires that a minimum of 60% of the issued shares 
of domestic corporations should be owned by Philippine nationals. 
To ensure compliance, Philippine companies typically issue two 
classes of stock: "A" shares, which may be traded only among 
Philippine nationals, and "B" shares, which may be traded to either 
Philippine nationals or foreign investors and which usually 
amount to 40% of the total. Mass media, retail trade and rural 
banking companies are closed to foreign investors. 

Portugal The market is considered generally 100% investable; some corpo
rate statute limitations apply, particularly regarding shares issued 
in privatizations. 

Taiwan, China 

Thailand 

30 Methodology 

Th~ market was opened to foreigners on January 1, 1991, though 
foreign investors must meet high registration requirements and 
total cash inflows from abroad cannot currently exceed an official 
ceiling of $2.5 billion. There is a 10% limit on aggregate foreign 
ownership of issued capital. The domestic transportation industry 
is closed to foreign investors. 

Various Thai laws restrict foreign shareholdings in Thai companies 
engaged in certain areas of business. The Banking Law restricts 
foreign ownership in banks to 49%. The Alien Business Law, ad-
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ministered by the Ministry of Commerce, restricts foreign owner
ship of stocks in specified sectors to 49%. In addition, other laws 
provide similar restrictions on foreign ownership. Restrictions are 
also faced by foreign investors through limits imposed by company 
by-laws which range from 15% to 65%. The Foreign Board was 
established in 1988 to facilitate trading in shares registered in 
foreign names. 

Turkey The market is considered 100% investable from August 1989. 

Venezuela Non-financial stocks are considered generally 100% investable 
from January 1, 1990, but some restricted classes do exist. Bank 
stocks are currently not available. 

Zimbabwe Effectively closed to foreign investment by virtue of severe ex
change controls. 
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Appendix 

Summary Statistics of 
the IFC Investable Indexes 



Market 

Latin America 
Argentina 
Brazil 
Chile 
Colombia 
Mexico 
Venezuela 

East Asia 
Korea 
Philippines 
Taiwan, China 

South Asia 
India 
Indonesia 
Malaysia 
Pakistan 
Thailand 

Europe/Mideast 
Greece 
Jordan 
Portugal 
Turkey 

IFC Regional Indexes 
Composite 
Latin America 
Asia 
Europe/Mideast 

IFC lnvestable Indexes 
Total Return Series 

Dec 88 Dec 89 Dec90 

100.0 304.6 175.2 

100.0 123.1 37.6 
100.0 152.7 221 .3 

100.0 229.8 292.3 
703.5 

100.0 161.0 68.0 

96.3 
100.0 147.4 133.5 

100.0 205.8 155.6 

100.0 205.4 421.7 
100.0 98.6 105.6 
100.0 140.7 93.1 

142.9 146.5 

100.0 158.2 154.7 
100.0 176.2 192.3 
100.0 154.1 124.5 
100.0 164.7 187.6 

Dec 91 Dec92 

954.6 709.3 
144.6 146.1 
466.8 550.8 
324.3 454.5 
625.3 729.9 

1,103.8 544.3 

99.8 
116.5 140.5 
102.6 75.4 

93.8 
57.4 59.7 

147.2 182.6 
320.6 215. 1 
187.6 259.8 

338.5 248.6 
113.4 136.1 

98.0 85.6 
79.5 39.2 

215.5 222.1 
460.0 475.8 
139.9 165.8 
132.6 89.3 



IFC lnvestable Indexes 
Price Series 

Market Dec 88 Dec 89 Dec90 Dec 91 Dec 92 

Latin America 
Argentina 100.0 257.7 146.2 791.5 579.6 

r Brazil 100.0 118.6 34.7 125.9 125.0 
Chile 100.0 136.0 182.2 367.6 418.5 
Colombia 310.9 425.2 
Mexico 100.0 225.3 278.3 582.8 676.0 
Venezuela 684.6 1,063.8 519.6 

East Asia 

( Korea 98.2 
Philippines 100.0 159.2 65.7 111 .7 133.5 
Taiwan, China 101.9 73.8 

South Asia 
India 93.7 
Indonesia 96.3 57.4 58.7 
Malaysia 100.0 143.3 126.7 135.9 163.6 
Pakistan 304.1 200.2 
Thailand 100.0 198.5 145.1 171.6 230.4 

Europe/Mideast 
Greece 100.0 i89.3 368.6 285.8 190.6 
Jordan 100.0 96.0 99.4 99.9 116.8 
Portugal 100.0 138.1 89.6 91.7 TT:3 
Turkey 142.9 141.0 73.4 34.6 

IFC Regional Indexes 
Composite 100.0 152.3 144.4 196.1 198.0 
Latin America 100.0 164.9 174.0 406.3 415.4 
Asia 100.0 150.0 118.2 129.7 149.8 
Europe/Mideast 100.0 158.7 173.6 118.3 74.7 

l 
I 
l 
L 
L 



Statistics of IFC lnvestable Total Return Indexes 
(US$; four years ending December 1992) 

Annualized Correlation 
Number of Standard Amualized standard coefficient 

Market months Mean deviation mean deviation with S&P 500 

Latin Amen·ca 

Argentina 48 9.59 37.81 115.08 130.98 0.05 
Brazil 48 5.04 29.01 60.48 100.49 0.18 
Chile 48 3.91 7.9-0 46.92 27.37 0.16 
Colombia 22 7.69 14.85 92.28 51 .44 0.16 
Mexico 48 4.60 8.86 55.20 30.69 0.40 
Venezuela 35 7.55 22.13 90.60 76.66 -0 .21 

East Asia 
Korea 11 0.38 10.80 4.56 37.41 -0.11 

Philippines 48 1.34 11.13 16.08 38.56 0.48 
Taiwan, China 23 -0.31 9.43 -3.72 32.67 0.04 

South Asia 
India 2.53 30.36 

Indonesia 27 -1.32 11.01 -15.84 38.14 0.17 
Malaysia 48 1.46 6.39 17.52 22.14 0.55 
Pakistan 48 2.37 8.54 28.44 29.58 0.42 
Thailand 21 4.33 14.64 51 .96 50.71 0.26 

Europe/Mideast 
Greece 48 3.07 16.69 36.84 57.82 0.04 
Jordan 48 0.83 6.21 9.96 21 .51 0.24 
Portugal 48 -0.06 7.52 -0.72 26.05 0.35 
Turkey 36 -2.29 16.39 -27.48 56.78 -0.28 

IFC Regional Index.es 
Composite 48 1.85 5.97 22.20 20.68 0.45 
Latin America 48 3.90 11.21 46.80 38.83 0.19 
Asia 48 1.25 6.21 15.00 21 .51 0.58 
Europen..i ideast 48 0.28 10.44 3.36 36.17 0.01 

Developed markets 

United States S&P 48 1.30 4.10 15.60 14.20 , •. 1':oo 

MSCI EAFE 48 -0.18 6.02 -2.16 20.85 0.49 
FT EuroPacific 48 -0.20 6.21 -2.40 21 .51 0.47 



Market 

Latin Amen'ca 
Argentina 
Brazil 

Chile 
Colombia 

Mexico 

r 
Venezuela 

East Asia 
Korea 

I Philippines 
Taiwan, China 

South Asia 
India 

Indonesia 
Malaysia 
Pakistan 

Thailand 

Europe/Mideast 
Greece 

Jordan 

Portugal 

Turkey 

IFC Regional Indexes 
Composite 

Latin America 
Asia 

Europe/Mideast 

Developed markets 

United States S&P 500 

United Kingdom FT 100 

l 
Japan Nikkei 

MSCI EAFE 
FT EuroPacific 

l 
l 
L 
l 

Statistics of IFC lnvestable Price Indexes 
(US$; four years ending December 1992) 

Amualized 

Number of Standard Annualized standard 

months Mean deviation mean deviation 

48 9.12 37.67 109.44 130.49 

48 4.69 28.89 56.28 100.08 

48 3.32 7.92 39.84 27.44 

22 7.37 14.81 88.44 51.30 

48 4.42 8.72 53.04 30.21 

35 7.40 22.00 88.80 76.21 

11 0.23 10.88 2.76 37.69 

48 1.24 11.16 14.88 38.66 

23 -0.40 9.42 -4.80 32.63 

2.52 30.24 

27 -1.38 10.99 -16.56 38.07 
48 1.23 6.43 14.76 22.27 
21 4.09 14.48 49.08 50.16 

48 2.12 8.55 25.44 29.62 

48 2.47 16.34 29.64 56.60 

48 0.51 6.18 6.12 21.41 

48 -0.27 7.53 -3.24 26.08 

36 -2.61 16.43 -31.32 56.92 

48 1.60 5.95 19.20 20.61 
48 3.61 11.17 43.32 38.69 
48 1.04 6.24 12.48 21.62 
48 -0.10 10.41 -1 .20 36.06 

48 1.02 4.07 12.24 14.10 
48 0.78 6.09 9.36 21.10 
48 -0.78 9.27 -9.36 32.11 
48 -0.34 6.01 -4.08 20.82 
48 -0.37 6.21 -4.44 21.51 

Correlation 
coefficient 

with S&P 500 

0.03 
0.19 

0.15 
0.16 

0.40 
-0.21 

-0.08 

0.48 
0.05 

0.17 
0.54 
0.24 

0.43 

0.02 
0.24 

0.31 

-0.27 

0.44 

0.18 
0.57 

0.00 

1.00 

0.60 

0.33 

0.48 
0.47 



USA 
EAF 
FTE 
IFC 
LAT 
ASI 
EME 
ARG 
BRA 
CHI 
COL 
GAE 
IND 
ION 
JOA 
KOR 
MAL 
MEX 
PAK 
PHI 
POR 
TAI 
THA 
TUR 
VEN 

Correlation Coefficient Matrix of IFC lnvestable Total Return Indexes 
(US$; four years ending December 1992) 

1.00 
0.49 1.00 
0.47 1.00 1.00 
0.45 0.43 0.41 1.00 
0.19 0.14 0.15 0 .73 1.00 
0 .58 0.49 0.48 0.69 0 .25 1.00 
0 .01 0 .23 0 .21 0 .45 0 .06 0 .25 1.00 
0 .05 -0.13 -0.14 0 .20 0 .35 -0.08 0 .04 1.00 
0 .18 0 .21 0 .19 0 .54 0 .58 0 .12 0 .25 -0.15 1.00 
0 .16 -0.02 -0.03 0 .24 0 .20 0 .22 -0.02 -0.04 0 .22 1.00 
0 .16 0.17 0 .15 0 .39 0 .13 0.30 0 .61 -0.10 0.36 -0.37 1.00 
0 .04 0 .1 3 0 .12 0 .43 0 .15 0.12 0 .87 0 .12 0 .29 0.07 0 .44 1.00 

0 .1 7 0.08 0 .05 0 .51 0 .01 0 .75 0 .52 -0.33 0 .22 0.07 0 .48 0.59 1.00 
0.24 0 .29 028 -0.01 -0.37 024 0 .1 3 -0.21 -0.11 -0.06 -0.06 0 .11 0 .19 1.00 

-0.11 -0.08 -0.04 0 .09 -0.04 0 .36 0 .06 -0.23 -0.43 -0.12 -0.02 -0.03 . -0 .17 -0.09 1.00 
0 .55 0.50 0 .49 0 .66 0 .25 0 .96 0 .1 6 -0 .1 2 0 .09 0 .22 0 .12 0 .02 0 .57 0 .22 0 .14 1.00 
0 .40 0 .20 0 .20 0 .55 0 .55 0.43 -0.12 0 .29 0 .14 -0.01 -0.11 0 .01 . -0.02 -0.02 0 .28 0 .44 1.00 
0 .26 0 .05 0 .04 0 .03 -0.01 0.1 1 0 .13 0 .13 -0.07 -0.07 0 .34 -0.04 0 .09 0 .15 -0.05 0 .02 -0.02 1.00 
0 .48 0 .15 0 .14 0 .34 0 .14 0 .52 0 .11 0 .02 0 .1 8 0 .14 0.43 0 .20 0 .57 0 .19 -0.36 0 .35 0 .28 0 .17 1.00 
0 .35 0 .55 0 .54 0.48 0.26 0 .29 0 .59 0 .19 0 .26 0 .14 0 .23 0 .49 0 .30 -0.05 -0.46 0.24 -0.03 0.09 0 .24 1.00 
0.04 0 .31 0 .31 0.40 0.16 0 .59 0 .28 -0.15 0 .24 0 .28 0 .20 0.35 0 .50 0 .47 0 .46 0 .43 0 .15 -0.09 0 .39 0 .16 
0.42 0 .29 0 .29 0 .50 0 .14 0 .76 0 .27 0 .09 0 .08 0 .1 2 0 .11 0 .16 0 .42 0 .16 0 .22 ; 0 .63 0 .30 0 .11 0 .34 0 .1 8 

-0.28 0 .00 -0.01 0 .13 -0.29 0.15 0 .80 -0.34 0 .07 -0.18 0 .58 0 .43 0.34 0 .26 0 .18 ·0 .10 -0.26 0 .23 -0.16 0 .07 
-0.21 -0.10 -0.09 -0.14 -0.01 -0.37 0.01 0 .05 -0.13 -0.34 0 .56 0J 1 -0.09 -0.19 0 .22 -0.36 -0.06 -0.05 -0.26 -0.11 

USA EAF FTE IFC LAT ASI EME ARG BRA CHI COL GAE IND ION JOA KOR MAL MEX PAK PHI POR 

1.00 
0 .33 1.00 
0 .17 0 .27 1.00 
0 .03 -0.36 -0.07 1.00 

TAI THA TUR VEN 



USA 
UK 
JPN 
EAF 
FTE 
IFC 
LAT 
ASI 
EME 
ARG 
BRA 
CHI 
COL 
GAE 
IND 
ION 
JOA 
KOR 
MAL 
MEX 
PAK 
PHI 
POR 
TAI 
THA 
TUR 
VEN 

1.00 
0.60 1.00 
0.33 0.51 1,00 
0.48 0.74 0.93 
0.47 0.71 0 .94 
0.42 0.30 0.39 
0.18 -0.04 021 
057 0.42 0 .42 

-0.01 0.19 0.14 
0.03 -0.14 -0.1 2 
0.19 0.05 0.18 

- - - - - --

Correlation Coefficient Matrix of IFC lnvestable Price Indexes 
(US$; four years ending December 1992) 

1.00 
1.00 1.00 
0.42 0.41 1.00 
0.14 0.15 0.73 1.00 
0.49 0.49 0.68 023 1.00 
023 021 0.49 0.10 0.24 1.00 

-0.12 -0.1 3 0.21 0.35 -0.08 0.07 1.00 
021 0 .19 0.53 0.58 0.11 0.25 -0.14 1.00 

0.15 0.03 -0.10 -0.03 -0.04 0.22 0.19 022 -0.04 -0.03 0.20 1.00 
0.16 0.1 2 0.08 0.17 0 .1 5 0.39 0.13 0.31 0 .62 -0.10 0.37 -0.36 1.00 
0.02 0 .09 0.07 0.14 0.13 0.47 0.17 0.12 0.86 0.12 0.31 0 .04 0.44 1.00 

0.17 0.10 -0.05 0.08 0 .05 0.51 0 .02 0.75 0 .52 -0.33 0.23 0.07 0.48 0.58 1.00 
024 0.38 021 0.31 0.30 -0.01 -0.39 0.24 0.14 -0.22 -0.11 -0.06 0.01 0.13 0.20 1.00 

-0.08 -0.24 0.04 -0.07 -0.02 0.09 -0.04 0.37 0.09 -0.24 -0.44 -0.13 -0.01 0.02 -0.17 -0.06 1.00 
0 .54 0.44 0.45 0.50 0.50 0.65 024 0.96 0.17 -0.13 0 .09 0.22 0.13 0.03 0.58 0.23 0 .15 1.00 
0.40 0.06 0 .23 020 020 0.55 0 .54 0.43 -0.11 0.28 0 .15 -0.02 -0.11 0.01 . -0.01 -0.05 0 .28 0.44 1.00 
024 0.17 -0.11 0.05 0.04 0 .02 -0.01 0.10 0 .1 3 0 .13 -0.08 -0.07 0.34 -0.04 0 .09 0 .13 -0.05 0 .00 -0.02 
0.48 0.1 8 0 .02 0.15 0.14 0 .34 0.14 0.51 0.09 0.02 0.18 0 .13 0.43 0.19 0.57 0.16 -0.35 0.35 0 .28 
0.31 0.43 0.44 0.55 0.54 0.50 025 0.28 0 .61 0.18 0 .26 0.14 025 0.51 0.29 -0.04 -0.49 024 -0.03 

--, 

1.00 
0.18 1.00 
0.07 0.22 

0.05 0.12 026 0.31 0.31 0.39 0 .1 6 0.60 0 .28 -0.14 024 0.27 020 0.37 0.50 0 .42 0.48 0.44 0.14 -0 .1 0 0.38 
0.43 0.21 025 0.31 0.30 0.49 0 .1 2 0.76 0.26 0.08 0 .08 0.12 0.14 0.15 0.43 0 .16 0.21 0 .65 0 .29 0.11 0.34 
-022 0.04 0.07 0.08 0.08 0.38 0.10 0.24 0 .84 0.07 0 .13 -0.07 0 .59 0.52 0.34 0.13 0.19 023 -0.15 0.24 -0.17 

1.00 
0.17 
0 .19 
0.37 

-021 -0.04 -0.04 -0.09 -0.08 -0.14 -0.01 -0.37 0.01 0.05 -0.13 -0.36 0.55 0.11 -0.09 -0.20 0 .24 -0.36 -0.06 -0.05 -0.25 -0.11 

--, 

1.00 
0.34 1.00 
0.17 0.23 1.00 
0.04 -0.37 -0.06 1.00 

USA UK JPN EAF FTE IFC LAT ASI EME AAG BRA CHI COL GAE IND ION JOA KOR MAL MEX PAK PHI POR TAI THA TUR VEN 



IFC INTERNATIONAL 
· FINANCE 

CORPORATION 

HEADQUARTERS 

1850 I Street, N.W. 
Washington, D.C. 20433, U.S.A. 

Telephone: (202) 473-9550 
Facsimile: (202) 676-9299 
Telex: WUI 64145 WORLDBANK 

RCA 248423 WORLDBANK 
Cable: INIBAFRAD W ASHINGTONDC 

PARIS OFFICE 
66, avenue d'lena 
75116 Paris 
France 

Telephone: (1) 40. 69. 30. 60 
Facsimile: (1) 47. 20. 77. 71 
Telex: 620628 

TOKYO OFFICE 

Kokusai Building 
1-1, Marunouchi 3 Chome 
Chiyoda-Ku, Tokyo 100 

.. 
Japan 

Telephone: (03) 3201-2310 
Facsimile: (03) 3211-2216 
Telex: 26838 

LONDON OFFICE 

4 Millbank 
London SWlP 3JA 
England 

Telephone: (071) 222-7711 
Facsimile: (071) 976-8323 

FRANKFURT OFFICE 

Messeturm, Box 23 
6000 Frankfurt am Main 
Germany 
Telephone: (069) 97544613 
Facsimile: (069) 97544900 




