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In 2014 FTSE and NAREIT invited market participants and 

interested parties to participate in a consultation regarding 

proposed changes and discussion questions with respect to the 

FTSE NAREIT US Real Estate Index Series.  

 

As a result of discussions with the FTSE NAREIT U.S. Real Estate 

Index Advisory Committee, the public Consultation, and a formal 

evaluation by NAREIT and FTSE Russell of all comments and 

suggestions submitted during the review, on 8 June 2015 FTSE 

Russell and the National Association of Real Estate Investment 

Trusts® announced a number of changes to the FTSE NAREIT 

U.S. Real Estate Index classification structure and Ground Rules.  

 

This document provides further information on these changes. 
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1. Results of the 2014 FTSE NAREIT U.S. Real Estate 
Index Series Consultation 
 

FTSE Russell and the National Association of Real Estate Investment Trusts® 

announced on 8 June 2015 changes to the FTSE NAREIT U.S. Real Estate Index 

classification structure and Ground Rules. The changes are intended to ensure 

that the Index continues to accurately represent the stock exchange-listed REIT 

industry in the United States and, thereby, provide all market participants 

relevant and timely benchmarks for analysis, capital allocation and investment 

management.  

 

The changes announced are the result of discussions with the FTSE NAREIT U.S. 

Real Estate Index Advisory Committee, a public Consultation with interested 

parties, including members of the investment community, and a formal 

evaluation by NAREIT and FTSE Russell of all comments and suggestions 

submitted during the review.  

 

Changes to the Index classification structure and the Ground Rules will take 

effect on 21 December 2015. 

 

 

 

2. Classification Structure Changes 
 

 The FTSE NAREIT Equity Diversified Index will be maintained. The Index 

will be redefined to include Equity REITs that mostly own, manage and 

lease substantial proportions of their assets across two or more 

property sectors, of which none meet the 75 percent gross invested 

book assets threshold of any single property sector.  

 

 The FTSE NAREIT Equity Specialty Index will be instituted as part of the 

FTSE NAREIT Composite Index, the FTSE NAREIT All Equity REIT Index 

and the FTSE NAREIT Equity REIT Index. The FTSE NAREIT Equity 

Specialty Index will include those companies that mostly own, manage 

and lease assets primarily in a single property sector currently not part 

of the classification structure and that do not meet the 75 percent 

gross invested book assets threshold of any other property sector. 

 

 The FTSE NAREIT Equity Industrial/Office Sector Index will be 

discontinued. 
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 The FTSE NAREIT Equity Industrial Subsector Index will be promoted to 

a stand-alone Sector Index. 

 

 The FTSE NAREIT Equity Office Subsector Index will be promoted to a 

stand-alone Sector Index. 

 

 The FTSE NAREIT Equity Mixed-Industrial/Office Subsector Index will 

be discontinued.  Constituents of the FTSE NAREIT Mixed-

Industrial/Office Subsector Index will be reclassified to the FTSE 

NAREIT Office Sector Index or to the FTSE NAREIT Industrial Sector 

Index based on the plurality of its assets in either the office or 

industrial property sectors. 

 

 The FTSE NAREIT Equity Single Family Index will be instituted as a 

subsector   within the FTSE NAREIT Equity Residential Index. 

 
 
 

3. Ground Rule Change 
 

The following ground rule change will take effect on December 21, 2015. 
 

5.9 FTSE NAREIT New Property Sector Entry Rule  

 

5.9.1  For a new property sector to be created and included in the FTSE 

NAREIT US Real Estate Index Series, the companies included in such 

property sector must have a minimum combined sector level weight 

greater than 3% of the FTSE NAREIT All Equity REITs Index by 

investable market capitalization. 

 

A  Addition of a new index constituent 

A new property sector will be created and populated by the new 

constituent if the investable market capitalization of the new 

constituent is greater than 3% of the investable market 

capitalization of the FTSE NAREIT All Equity REITs Index following 

inclusion of the new constituent. 

 

Example 1 

 New addition Company A has an investable market 

capitalization of $20bn. 

 Total investable market cap of FTSE NAREIT All Equity REITs 

Index before inclusion is $800bn. 
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 Percentage weight of Company A following inclusion in the 

FTSE NAREIT All Equity REITs Index = $20 / ($800+$20) = 2.44%. 

 

In this example, a new property sector would not be created and 

Company A would be added to the Equity Specialty Property 

Sector. 

 

Example 2 

 New addition Company A has an investable market 

capitalization of $20bn. 

 Total investable market cap of FTSE NAREIT All Equity REITs 

Index before inclusion is $800bn. 

 Other existing constituents for a new property sector have a 

combined investable market capitalization of $10bn. 

 Percentage weight of Company A combined with that of other 

existing constituents = ($20 + $10) / ($800 + $20) = $30 / $820 

= 3.66%. 

 

In this example, a new property sector would be created in 

conjunction with the annual December review and rebalance. 

 

 

B Combined investable market capitalization of existing 

constituents 

When the combined investable market capitalization of one or 

more existing constituents with a common property sector focus 

grows to exceed 3% of the investable market capitalization of the 

FTSE NAREIT All Equity REITs index for two consecutive quarters, a 

new sector will be created and included in the FTSE NAREIT Index 

Series for those constituents in conjunction with the annual 

December review and rebalance. 

 

C There will not be a minimum investable market capitalization 

requirement for existing property sectors.  

 Existing property sectors will remain in the FTSE NAREIT 

Classification structure as long as they contain eligible index 

constituents. Upon deletion of the last eligible index constituent, 

the property sector will cease to be calculated and will only 

recommence if it passes the index eligibility criteria for a new 

property sector as stated in Rule 5.9. 
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4. FTSE NAREIT Classification Structure 
 

 

 
Key 
 

 new sectors/subsectors 

 discontinued/relocated sectors/subsectors 

  

FTSE NAREIT Classification Structure 

Headline Indices 
Investment Sector 

Indexes  Property Sector  Property Sub Sector 

      Code Index Name Code Index Name Code Index Name 

FTSE 
NAREIT 

ALL 
REITS 

(FNAR) 

FTSE 
NAREIT 

Composite 
(FNCO) 

FTSE 
NAREIT 

Real 
Estate 

50 
(FNR5) 

N1000 
All Equity 
REITs (FNER) 

N710  Equity Diversified (FN10) N711  Equity Diversified 

N720  Equity Health Care (FN11) N721  Equity Health Care 

N730  Equity Self Storage (FN12) N731  Equity Self Storage 

N740  Equity Industrial/Office (FN13) 

N741  Equity Industrial (FN14) 

N742  Equity Office (FN15) 

N743  Equity Mixed (FN16) 

  Equity Industrial   Equity Industrial 

  Equity Office   Equity Office 

N750  Equity Residential (FN17) 

N751 Equity Apartments (FN18) 

N752 
Equity Manufactured Homes 
(FN19) 

  Equity Single Family Homes 

N760  Equity Retail (FN20) 

N761 Equity Shopping Centers (FN21) 

N762 Equity Regional Malls (FN22) 

N763 Equity Free Standing (FN23) 

N770  Equity Lodging/Resorts (FN24) N771 Equity Lodging/Resorts 

N780  Equity Specialty (FN25) N781  Equity Specialty 

N790 Timber REITs (FN26) N791 Timber REITs 

N793 Infrastructure REITs (FN28) N794 Infrastructure REITs 

N900 
 Mortgage 
REITs (FNMR) 

N910  Mortgage Home Financing (FN42) N911  Mortgage Home Financing 

N920 
 Mortgage Commercial Financing 
(FN43) N921 

 Mortgage Commercial 
Financing 

N700 
 Equity REITs 
(FNRE) 

N710  Equity Diversified (FN10) N711  Equity Diversified 

N720  Equity Health Care (FN11) N721  Equity Health Care 

N730  Equity Self Storage (FN12) N731  Equity Self Storage 

N740  Equity Industrial/Office (FN13) 

N741  Equity Industrial (FN14) 

N742  Equity Office (FN15) 

N743  Equity Mixed (FN16) 

  Equity Industrial   Equity Industrial 

  Equity Office   Equity Office 

N750  Equity Residential (FN17) 

N751 Equity Apartments (FN18) 

N752 
Equity Manufactured Homes 
(FN19) 

  Equity Single Family Homes 

N760  Equity Retail (FN20) 

N761 Equity Shopping Centers (FN21) 

N762 Equity Regional Malls (FN22) 

N763 Equity Free Standing (FN23) 

N770  Equity Lodging/Resorts (FN24) N771 Equity Lodging/Resorts 

N780  Equity Specialty (FN25) N781 Equity Specialty 
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If you have any questions and would like to speak to a client services 
individual directly, please do not hesitate to contact us on the numbers 
below, or via email at info@ftse.com. 
 
New York:  + 1 888 747 FTSE (3873) 
London:   + 44 (0) 20 7866 1810 
Hong Kong:   + 852 2164 3333 
Tokyo:    + 81 3 3581 2764 
Beijing:   +86 10 5833 2202 
Boston:   +1 212 314 1132 
Dubai:    +971 4 375 1868 
Milan:    +39 02 3604 6954 
Paris:    +33 (0) 1 70 37 10 35 
Rio de Janeiro:  + 5521 3736 3726 
Shanghai:   +86 21 6058 9132 
Sydney:   + 1800 653 680 
Toronto:   +1 416 572 7979 

 

© 2015 London Stock Exchange Group companies. 
 
London Stock Exchange Group companies includes FTSE International Limited (“FTSE”), Frank Russell Company (“Russell”), MTS Next Limited (“MTS”), and 
FTSE TMX Global Debt Capital Markets Inc (“FTSE TMX”). All rights reserved. 
 
“FTSE®”, “Russell®”, “MTS®”, “FTSE TMX®” and “FTSE Russell” and other service marks and trademarks related to the FTSE or Russell indexes are trade 
marks of the London Stock Exchange Group companies and are used by FTSE, MTS, FTSE TMX and Russell under licence.  
All information is provided for information purposes only. Every effort is made to ensure that all information given in this publication is accurate, but no 
responsibility or liability can be accepted by the London Stock Exchange Group companies nor its licensors for any errors or for any loss from use of this 
publication. 
Neither the London Stock Exchange Group companies nor any of their licensors make any claim, prediction, warranty or representation whatsoever, 
expressly or impliedly, either as to the results to be obtained from the use of the FTSE Emerging Markets All Cap China A Inclusion Index or the fitness or 
suitability of the Index for any particular purpose to which it might be put.  
The London Stock Exchange Group companies do not provide investment advice and nothing in this document should be taken as constituting financial or 
investment advice. The London Stock Exchange Group companies make no representation regarding the advisability of investing in any asset. A decision to 
invest in any such asset should not be made in reliance on any information herein. Indexes cannot be invested in directly. Inclusion of an asset in an index is 
not a recommendation to buy, sell or hold that asset. The general information contained in this publication should not be acted upon without obtaining 
specific legal, tax, and investment advice from a licensed professional. 
 
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 London Stock Exchange Group companies. Distribution of the London Stock 
Exchange Group companies’ index values and the use of their indexes to create financial products require a licence with FTSE, FTSE TMX, MTS and/or 
Russell and/or its licensors. 
 
The Industry Classification Benchmark (“ICB”) is owned by FTSE. FTSE does not accept any liability to any person for any loss or damage arising out of any 
error or omission in the ICB. 
 
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. 


