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Methodology of the RTS Standard Index Calculation
1. General provisions
1.1. The RTS Standard Index (hereinafter referred to as the “Index”) is a composite index made up from 15 top liquid and most highly capitalized stocks of the Russian stock market calculated by Open Joint Stock Company "Russian Trading System" Stock Exchange (hereinafter referred to as the “Exchange”) based on the Exchange’s market data in accordance with this Methodology.
1.2. The name of the Index in Russian is «Индекс РТС Стандарт» or «Индекс RTS Standard», the name in English is «RTS Standard Index».
1.3. The Index’s code is «RTSSTD».

2. General procedure for Index calculation
2.1. The Index is calculated during the main trading session of the Exchange and during an additional trading session (if any). The Index values calculated during the main and additional trading sessions are published separately.
2.2. The Index is updated every second, unless otherwise determined by the sole executive body of the Exchange. The frequency of Index calculation can be changed by the sole executive body of the Exchange with regard to the legal requirements.
2.3. During the main (additional) trading session the first Index value is calculated after a period of time set in Clause 2.2 herein has passed from the start of the trading session and is considered the opening value of the relevant trading session.
2.4. The last Index value calculated during the main (additional) trading session is calculated when the session is being closed and is considered the closing value of the session.
2.5. The Board of Directors of the Exchange is entitled to change the time of start and end of the Index calculation. The Exchange’s market participants shall be notified of the resolutions passed by the Board of the Directors in accordance with this Clause through notifications published on the website www.rts.ru (hereinafter referred to as “the Exchange’s website”), not later than five business days before these changes come into force, unless the Board of Directors of the Exchange sets a different timeline.
2.6. The Index is computed by dividing the aggregated value (total capitalization) of the Index component stocks (hereinafter referred to as “Stocks”) as of the calculation moment by the aggregated value (total capitalization) of all Stocks as of the Index inception date multiplied by the Index value as of the Index inception date and the adjusting coefficient by the following formula: 
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where:


In – the Index value as of the n-th moment of the Index calculation;

MCn – aggregated value (market capitalization) of all Stocks as of the n-th moment of the Index calculation;


MC1 – aggregated value (market capitalization) of all Stocks as of the Index inception date;


I1 – the Index value as of the Index inception date;


Zn – adjusting coefficient value as of the n-th moment of the Index calculation.
2.7. Index values are expressed in index points and are calculated accurate to 2 decimal places.

2.8. The following values as of April 23, 2009 (the Index inception date) are used as the initial values:
1) Index value (I1 )= 6,285.76;

2) Aggregated value of all Stocks (MC1 )= RUB1,836,578,113,861.74;
3) Adjusting coefficient (Z1 )= 1.
2.9. The aggregated value of all Stocks as of the n-th moment of the Index calculation is computed in accordance with the following formula:
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where:

N – total number of Stocks. Stocks of various categories (types) issued by the same issuer are treated as different Stocks;

Pi – price of the i-th Stock;

Qi – total number of i-th Stocks;

Wi – adjusting coefficient reflecting the free float of the i-th Stock (free-float coefficient);
Сi – coefficient restricting the share of the i-th Stock in total market capitalization
(weighting coefficient).
2.10. For the purpose of this Methodology the total number of i-th Stocks (Qi) shall be determined as the total number of i-th Stocks of all issues (additional issues) which meet the requirements of the Federal law “On securities market” and regulatory acts of the federal executive body for the securities market towards admission of securities to trading on markets of organizers of trading, except for the Stocks purchased by the issuer as well as redeemed (cancelled) Stocks of the specified issues (additional issues).
2.11. Except as provided for in Clause 8.3 herein, the total number of i–th Stocks (Qi) is calculated by results of the trading day preceding the day when the Exchange published the notice on changing the List of constituent Stocks on its website.
2.12. The Exchange also calculates an index based on the Index values and US dollar exchange rate against the Russian ruble (USD-denominated Index) by the following formula:

[image: image3.wmf]n

n

cn

K

K

I

I

1

*

=

,

where:


Icn – USD-denominated Index value as of the n-th moment of calculation;


In – Index value as of the n-th moment of the Index calculation;

Kn – US dollar exchange rate against the Russian ruble as of the n-th moment of calculation which equals the US dollar exchange rate against the Russian ruble set by the Central Bank of Russia for the day when the USD-denominated Index is calculated unless determined otherwise by the Board of Directors of the Exchange;

K1 – US dollar exchange rate against the Russian ruble as of the Index inception date (K1 = 34.0597).
3. I-th Stock’s price calculation (Pi)

3.1. The price of the i-th Stock Pi equals the price of the last trade in the i-th Stock.
3.2. If the best bid for the i-th Stock exceeds the last calculated price for the i-th stock (Pi) but does not exceed the price of the best indirect offer, then Pi equals the best bid for the i-th Stock;
3.3. If the best offer for the i-th Stock is lower than the last calculated price for the i-th stock (Pi) but not lower than the best indirect bid, then Pi equals the best offer for the i-th Stock.
3.4. The i-th Stock’s price (Pi) is determined based on trades in the i-th Stock and orders for such trades to be executed.
3.5. The price of the i-th Stock (Pi) is determined based on indirect orders and trades executed by matching indirect orders in the on-exchange trading mode with settlement on T+4 unless otherwise provided for by the sole executive body of the Exchange.
3.6. When the i-th Stock’s price is determined with the purpose of the Index calculation, ruble-denominated prices of orders and trades in the i-th Stock (Pi) are used.
3.7. The price of the i-th Stock (Pi) is calculated accurate to 5 decimal places.
3.8. The procedure for calculating the price of the i-th Stock (Pi) set forth in Clauses 3.1 – 3.3 herein, shall not be applied in the case provided for in Clause 8.3 herein.
4. Calculation of the adjusting coefficient reflecting the free float of the i-th Stock (free-float coefficient)
4.1. The value of the adjusting coefficient Wi reflecting the free float of the i-th Stock (free float coefficient) is calculated on the day of each review of the List of constituent Stocks.
4.2. The value of the adjusting coefficient Wi reflecting the free float of the i-th Stock (free float coefficient) equals the value of the adjusting coefficient Wi set for these Stocks for the purpose of calculating the RTS Index as per the Methodology of its calculation as approved by the Exchange.
4.3. The Exchange discloses values of the adjusting coefficient Wi reflecting the free float of the i-th Stock (free float coefficient) and information on the circumstances taken into account when the given coefficient was reviewed, together with the grounds for such changes. This information is disclosed on the Exchange’s website not later than on the day following the day when the given coefficient changed its value.
5. Calculation of the adjusting coefficient Z
5.1. The Adjusting coefficient Z is calculated, if there are changes in the List of constituent Stocks, Wi free-float coefficients, Сi coefficients restricting the share of the i-th Stock in total market capitalization (weighting coefficients) and/or in case of corporate events in cases provided for in Clause 8 herein.
5.2. The Adjusting coefficient Z is calculated by the following formula:
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where:

Zn – current value of the adjusting coefficient Z;
Zn+1 – new value of the adjusting coefficient Z;

MCn – aggregated value of all Stocks before arrival of the event which in accordance with Clause 5.1 herein serves as a ground for reviewing the adjusting coefficient Z;
MCn' – aggregated value of all Stocks after arrival of the event which in accordance with Clause 5.1 herein serves as a ground for recalculating the adjusting coefficient Z.
5.3. The Adjusting coefficient Z is calculated accurate to 7 decimal places.

6. Calculation of weighting coefficients
6.1. The share of the i-th Stocks’ value in the aggregated value of all Stocks (hereinafter referred to as “Specific weight”) is calculated by the formula:
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where:

Wghti – Specific weight of the i-th Stocks;

Pi – price of the i-th Stock;

Qi– total number of the i-th Stocks;

Сi – the coefficient restricting the share of the i-th Stock in total market capitalization (weighting coefficient);
Wi – adjusting coefficient reflecting the free float of the i-th Stock (free-float coefficient);

N – number of constituent Stocks.
6.2. Specific weight of the securities of one issuer is calculated as a sum of specific weights of the Stocks of all categories of this issuer.
6.3. In order to limit the impact of Stocks of certain issuers on the Index value:

6.3.1. On the day when the List of constituent Stocks is compiled Specific weight of Stocks of each issuer shall not exceed 30% (S=0.3).
6.3.2. On the day following the day when the new List of constituent Stocks comes into force Specific weight of Stocks of each issuer, shall not exceed 30% (S=0.3).

6.3.3. At each moment of the Index calculation Specific weight of Stocks of each issuer shall not exceed 50% (S=0.5).

6.4. In order to ensure that the restriction requirements set forth in Clauses 6.3.1 – 6.3.3 herein are met, coefficients that restrict the share of the i-th Stock capitalization (weighting coefficients) Сi are applied:
6.5. The weighting coefficient Ci set for the i-th Stock shall be equal to the weighting coefficient’s value established for this Stock for the purpose of calculating the RTS Index as per the Methodology of its calculation as approved by the Exchange.

6.6. If the Specific weight of Stocks issued by the same issuer exceeds the threshold value set forth in Clauses 6.3.1 – 6.3.3 herein, the weighting coefficients (Ci) are reviewed in accordance with the following procedure:
6.6.1. The shares of the value of the j-th issuer’s Stocks are calculated applying the existing restricting coefficients Сi (hereinafter the initial restricting coefficient):
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where: 

Sj – share of value of Stocks from the j-th issuer;
N – number of issuers whose Stocks are included into the Index;

MCapj – value of the j-issuer’s Stocks
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where:

Ppj – price for the Stock of the p-th category of the j-th issuer;

Qpj – total number of Stocks of the p-th category of the j-th issuer;

Wpj – free-float coefficient for the Stocks of the p-th category of the j-th issuer;
Cpj – initial restricting coefficient for the Stocks of the p-th category of the j-th issuer;
p – category of the Stocks of one issuer taken into account when calculating the Index.

6.6.2. The number of pent-up issuers M is calculated. These are issuers for whom the share of Stocks’ value exceeds the threshold value S defined in Clause 6.3.1 herein.
6.6.3. If there are no pent-up issuers (M = 0), then for each i-th Stock the restricting coefficient equals the relevant initial restricting coefficient. In this case paragraphs 6.6.4 – 6.6.7 do not apply.
6.6.4. If there are issuers for whom the share of their Stocks’ value exceeds the threshold value S (M > 0), then an auxiliary value X that establishes the allowed capitalization for pent-up issuers is calculated in accordance with the following formula:
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where the sum in the denominator (
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) is calculated taking into account only the issuers for whom the share of their Stocks’ value does not exceed the threshold value S.
6.6.5. For each issuer 
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the share of its Stocks’ value is recalculated as per the formula for calculation of the share of value detailed in Clause 6.6.1 herein. For pent-up issuers the MCapj value equals the respective X value, whereas for the other issuers the MCapj value is computed as per the formula specified in Clause 6.6.1 herein.
6.6.6. If after the recalculation there are still issuers for whom the share of their Stocks’ value exceeds the threshold value S, then the number of such issuers M‘ is calculated. The M‘ value is assigned to the M number, and the steps provided for in paragraphs 6.6.4 – 6.6.6 herein are repeated.
6.6.7. If as a result of steps specified in the paragraphs 6.6.4 – 6.6.6 herein there are no issuers for whom the share of their Stocks’ value exceeds the threshold value S, then for all categories of the Stocks of the issuers that are included into the list of pent-up issuers formed at the last step of this procedure, the Сi coefficient is calculated as follows:
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For the rest of the Stocks Сi = 1.
6.7. Coefficients Сi are calculated accurate to 7 decimal places.
6.8. The coefficients restricting the share of the i-th Stocks in total market capitalization (weighting coefficients Сi) are calculated by results of the trading day preceding the day when the Exchange published on its website the notice on updating the List of constituent Stocks.
6.9. If by results of the day on which the new List of constituent Stocks comes into effect, the Specific weight of the Stocks of the j-issuer exceeds 25%, the Exchange is entitled to take a decision to carry out an unscheduled calculation of the coefficients restricting the share of the i-th Stocks in total market capitalization (weighting coefficients Сi) with the purpose of meeting the restricting requirements set forth in Clauses 6.3.1 - 6.3.3 herein.
6.10. If by results of any day the Specific weight of the Stocks of the j-th issuer exceeds 40%, the Exchange is entitled to take a decision to carry out an unscheduled calculation of the coefficients restricting the share of the i-th Stocks in total market capitalization (weighting coefficients Сi) with the purpose of meeting the restricting requirements set forth in Clauses 6.3.1 - 6.3.3 herein. 

7. List of constituent Stocks
7.1. The List of constituent Stocks contains the name of the issuer and indicates the Stocks’ categories (types).
7.2. The number of Stocks on the List shall not exceed 15 unless otherwise determined by the sole executive bode of the Exchange.
7.3. Stocks are added to and removed from the List of constituent Stocks when the List of constituent Stocks is reviewed.
7.4. The Exchange reviews the List of constituent Stocks four times a year on a regular basis, except for the cases provided for in this Methodology. After a scheduled review the updated List comes into effect on the first trading day of the Exchange following March 15th, June 15th, September 15th and December 15th.
7.5. The Exchange reviews the List of constituent Stocks out of schedule in the following cases:
· the Stocks are excluded from the list of shares admitted to trading on the Exchange in the trading mode chosen for calculation of the Index in accordance with Clauses 3.5 and 7.7 herein including removal due to delisting;
· issuer’s corporate events take place including the corporate events provided for in Section 8 herein.

When the List of constituent Stocks is reviewed out of the schedule, the Stocks can only be excluded from the List of constituent Stocks.
7.6. Top liquid stocks of Russian stock companies, stocks included into quotation lists of the Russian stock exchanges, including Quotation list “I” and shares admitted to trading without having gone through listing procedure can be included into the List of constituent Stocks. The number of stock companies whose shares are included into the List of constituent Stocks shall not be less than 10.
7.7. Only stocks that constitute part of the RTS Index and are admitted to trading in the on-exchange trading mode with settlement on T+4 can be included into the List of constituent Stocks of the Index.

7.8. The List of constituent Stocks is to be approved by the sole executive body of the Exchange on recommendation of the Index Committee of the Exchange. It is the Index Committee of the Exchange that determines if the shares are liquid enough to be included into the List of constituent Stocks on the basis of expert opinion and with due regard to the following criteria:
· average daily trading volume and/or changes thereof;

· average daily number of trades and/or changes thereof;

· supply and demand for shares and/or dynamics thereof;

· spread (difference between the best offer and the best bid) and/or changes thereof;

· size of capitalization including free-float shares;

· joint stock company’s line of business;

· Stocks’ category (type);

· other factors that can influence liquidity of the stocks.
The Exchange shall disclose what circumstances were taken into account when a stock’s liquidity estimation was changed resulting in the decision to add such stock to the List of constituent Stocks as well as the grounds for changing the liquidity estimation. This information is disclosed by publishing on the Exchange’s website not later than on the day following the day when the liquidity estimation was changed.
7.9. Only the stocks, which were previously placed on the list of candidates waiting to be included (further – Waiting list) can be included into the List of constituent Stocks, except for the stocks of the issuers whose securities had an initial or secondary public offering.
7.10. Stocks can only be entered onto the Waiting list provided that all requirements towards shares eligible for inclusion into the List of constituent Stocks specified in paragraphs 7.6 and 7.8 herein are met. Information on the Waiting list constituents is published on the Exchange’s website.
7.11. Notifications on the changes in the List of constituent Stocks are published on the Exchange’s website not later than 2 weeks before the resolution of the Exchange on approving the new List of constituent Stocks comes into force.
8. Treatment of corporate events
8.1 Suspension of trading in Stocks on the Exchange.

If trading in the k-th Stock is suspended on the Exchange for more than one trading day, during this trading suspension period the price Pk is used for the Index calculation. The price Pk is calculated as follows:

Pk = P1k * Lk,
where: 

Pk – current price of the k-th Stock taken into account in the Index calculation;

P1k – the price of the k-th Stock by results of the trading day preceding the day of the suspension of trading in the k-th Stock;
Lk – coefficient determined in accordance with this Clause.

Coefficient Ltk, used for the calculation of the price of the k-th Stock on the trading day t is determined by the following formula:
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where:

Pi – current price of the i-th Stock;

P'i – the price of the i-th Stock by results of the preceding trading day;
Qi – total number of the i-th Stocks;
Wi – adjusting coefficient reflecting the number of outstanding i-th Stocks (free-float coefficient);
Ci - coefficient restricting the share of the i-th Stock’s capitalization (weighting coefficient Сi).

Lt-1k – coefficient determined for calculation of the k-th Stock’s price based on the trading results of the trading day t-1.
Coefficient Lk is calculated for securities of the issuers that belong to the same industry, and in case the number of these issuers is less than five, the Lk coefficient is calculated for all Stocks, except for the k-th Stock that has been suspended from trading. The Index Committee is responsible for compiling the list of industry sectors and assigning the Stocks to these sectors.

8.2 Placement of additional Stocks, redemption of Stocks

Admission of the i-th Stocks of additional issue to trading on the Exchange and redemption (cancellation) of the i-th Stocks do not serve as grounds for recalculation of the total number of the i-th Stocks (Qi). The given recalculation is performed in accordance with the established procedure and in due time specified in paragraph 2.11 herein.

8.3 Split and reverse split

In case of a split or reverse split of the i-th Stocks on the day the resulting stocks issue is admitted to trading, the Exchange recalculates the total number of i-th Stocks (Qi) and the price of the i-th Stock (Pi ) that was computed by the results of trading on the day preceding the split or reverse split. During the recalculation the total number of i-th Stocks (Qi) is multiplied by the split ratio or divided by the reverse split ratio, and the i-th Stock’s price (Pi ) is divided by the split ratio or multiplied by the reverse split ratio.

8.4 Reorganization of a joint stock company, whose shares are included into the List of constituent Stocks

When a joint stock company is reorganized, certain actions are taken to reflect the fact of reorganization in the process of calculating the Index. Depending on the form of reorganization various actions can be undertaken. It is the Exchange who takes the decision on the kind of action to undertake with regard to recommendation of the Index Committee. A model plan of actions in case of reorganization:

8.4.1 Merger of joint stock companies


In case of merger Stocks of reorganized companies are excluded from the List of constituent Stocks within the timeframe determined by the Exchange on recommendation of the Index Committee.

8.4.2 Reorganization of a joint stock company in the form of split-off 

In case of split-off Stocks of the reorganized company are removed from the List of constituent Stocks within the timeframe determined by the Exchange on recommendation of the Index Committee

8.4.3 Reorganization of a joint stock company in the form of spin-off 


In case of spin-off the price for the reorganized company’s Stocks (i-th Stocks’ price Pi ) is locked in at the level determined based on the trading results on the day preceding the lock-in day. The lock-in day and the terms of unlocking the price of the i-th Stock (Pi) are determined by the Exchange with regard to the recommendation of the Index Committee. On the day of unlocking the price of the i-th Stock (Pi ), the Exchange recalculates the total number of the i-th Stocks (Qi) and the adjusting coefficient Z. 

8.4.4 Reorganization of a joint stock company in the form of acquisition 


In case of acquisition of a joint stock company by another joint stock company, whose Stocks are included into the List of constituent Stocks, the price of the Stocks (i-th Stocks) (Pi ) is locked in at the level determined based on the trading results on the day preceding the lock-in day. The lock-in day and the terms of unlocking the price for the i-th Stock (Pi) are determined by the Exchange with regard to the recommendation of the Index Committee. On the day of unlocking the price of the i-th Stock (Pi), the Exchange recalculates the total number of the i-th Stocks (Qi) and the adjusting coefficient Z.

In case of acquisition of a joint stock company whose Stocks are included into the List of constituent Stocks by another joint stock company the Stocks are removed from the List of constituent Stocks within the timeframe determined by the Exchange with on recommendation of the Index Committee. 

8.4.5 Reorganization of a joint stock company whose Stocks are included into the List of constituent Stocks in the form of split-off or spin-off with simultaneous merger or acquisition

In case of spin-off of a joint stock company from a joint stock company whose Stocks are included into the List of constituent Stocks with a simultaneous acquisition of the latter by a stock company whose Stocks are included into the List of constituent Stocks, the rules specified in paragraph 8.4.3 herein are applied to the spin off and the rules specified in paragraph 8.4.4 (second part) herein are applied to the acquisition except for the requirement to recalculate the adjusting coefficient Z.

In case of spin-off of a joint stock company from a joint stock company whose Stocks are included into the List of constituent Stocks with a simultaneous acquisition of the latter by a joint stock company whose Stocks are not included into the List of constituent Stocks, the rules specified in paragraph 8.4.3 herein are applied.
In case of spin-off of a joint stock company from a joint stock company whose Stocks are included into the List of constituent Stocks with a simultaneous merger of the latter with a joint stock company whose Stocks are included into the List of constituent Stocks, the rules specified in paragraph 8.4.3 herein are applied to the spin off and the rules specified in paragraph 8.4.1 herein are applied to the merger.

In case of spin-off of a stock company from a stock company whose Stocks are included into the List of constituent Stocks with a simultaneous merger of the latter with a joint stock company whose Stocks are not included into the List of constituent Stocks, the rules specified in paragraph 8.4.3 herein are applied.

In case of split-off of a joint stock company whose Stocks are included into the List of constituent Stocks from a joint stock company with a simultaneous acquisition of the newly established company by a stock company whose Stocks are included into the List of constituent Stocks, the rules specified in paragraph 8.4.2 herein are applied to the split off and the rules specified in paragraph 8.4.4 (second part) herein are applied to the acquisition except for the requirement to recalculate the adjusting coefficient Z.

In case of split-off of a joint stock company whose Stocks are included into the List of constituent Stocks with a simultaneous acquisition of the newly established joint stock company by a joint stock company whose Stocks are not included into the List of constituent Stocks, the rules specified in paragraph 8.4.2 herein are applied.

In case of split-off of a joint stock company whose Stocks are included into the List of constituent Stocks with a simultaneous merger of the newly established stock company with a joint stock company whose Stocks are included into the List of constituent Stocks, the rules specified in paragraph 8.4.2 herein are applied to the split-off and the rules specified in paragraph 8.4.1 herein are applied to the merger. 

In case of split-off of a joint stock company whose Stocks are included into the List of constituent Stocks with a simultaneous merger of the newly established stock company with a joint stock company whose Stocks are not included into the List of constituent Stocks, the rules specified in paragraph 8.4.2 herein are applied.
9. Procedure for Index Calculation Control
9.1 In case of a technical disruption in the process of the Index or the USD-denominated Index calculation, or a technical disruption in the functioning of the trading system that led to distortion of the data used for calculating the Index or the USD-denominated Index, recalculation of the previously calculated Index (USD-denominated Index) values is allowed, but not earlier than for the previous trading day. In case of the Index (USD-denominated Index) values recalculation, the Exchange shall perform such recalculation as soon as possible and publish the corresponding notification on the homepage of the Exchange’s website.

9.2 If circumstances or events occur that can have an adverse impact on how accurate the Index reflects the factual state of the Russian stock market, the Exchange is entitled to undertake any actions necessary to ensure adequacy of the Index (USD-denominated Index) including removal of Stocks from the List of constituent Stocks, setting values of parameters used for calculation of the indicators specified in this Methodology, etc.

10. Information Disclosure
10.1 Information on the Index and USD-denominated Index as well as on the calculation methodology is published on the Internet at http://www.rts.ru/s615 and at other links displayed on the given webpage. 

10.2 Besides the information that according to this Methodology is to be disclosed on the Exchange’s website, the Exchange discloses on a daily basis the List of constituent Stocks, the total number of the i-th Stocks (Qi) for each i-th Stock, Specific weight of the i-th Stock for each i-th Stock, information on the Index compliance (non-compliance) with the requirements set  by the regulatory act of the federal executive body for the securities market that establishes requirements to composition and structure of the assets of incorporated investment funds and mutual investment funds, as well as the information on the Index and the USD-denominated Index values, including the last calculated Index and the USD-denominated Index values, Russian ruble exchange rates against the US dollar that were used for the calculation. Information on the current Index and the USD-denominated Index values is disclosed within 2 minutes since the moment the corresponding Index has been calculated.

10.3 The present Methodology and information on the Index and USD-denominated Index, total number of i-th Stocks (Qi) for each i-th Stock, Specific weight of the i-th Stock for each i-th Stock for the last two years are available to every interested party on the Exchange’s website.

10.4 The information that is to be disclosed on the Exchange’s website according to this Methodology can be additionally disclosed by other means including through information agencies that distribute the Exchange’s market data.
11. Introduction of Changes to the Methodology of Index Calculation

11.1 The Exchange is entitled to introduce changes into the present methodology including on recommendation of the Index Committee but not more often than once a quarter. 

11.2 The changes into this methodology are subject to approval by the Board of Directors of the Exchange and shall be registered with the federal executive body for the securities market. 

11.3 Notices of such changes are published on the Exchange’s website not later than 2 weeks before such changes come into effect.
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