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Published: 28 September 2023  

 

The inclusion of nominal and inflation-linked local currency government bond markets in global FTSE fixed 

income indices is governed by the FTSE Fixed Income Country Classification Framework.  

A core feature of this framework is the assignment of Market Accessibility Levels, which are reviewed on a 

semi-annual basis. The transparent nature of the Market Accessibility Levels allows FTSE Russell to seek 

feedback from international investors on their practical investment experiences and to engage with relevant 

authorities in markets which are under review for potential reclassification.   

Index inclusion changes due to market size and credit rating are also assessed as part of the FTSE Fixed 

Income Country Classification Process.  

The results of the September 2023 FTSE Fixed Income Country Classification Review can be found in the 

remainder of this announcement.  

 

 

 

 

 

 

 

 

 

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

South Korea 

South Korea will remain on the FTSE Fixed Income Country Classification Watch List for the 

potential reclassification of its Market Accessibility Level from 1 to 2, and consideration for inclusion 

in the FTSE World Government Bond Index (WGBI).   

In September 2022, South Korea was placed on the FTSE Fixed Income Country Classification Watch List 

for a potential upgrade to a Market Accessibility Level of 2, and consideration for inclusion in the FTSE 

WGBI.  

During 2023, the South Korean market authorities have undertaken, or are in the process of undertaking, 

several initiatives intended to improve the structure and accessibility of the South Korean capital markets for 

international investors. These include: 

• Withholding tax (WHT) exemption: effective from 01 January 2023, with clarifications issued in the 

form of a Frequent Asked Questions (FAQ) document at the end of June 2023.  

• International Central Securities Depository (ICSD) Connectivity: the Korean Securities Depository 

(KSD) signed agreements with two leading ICSDs in late August 2023, with the intention of building 

connectivity on an omnibus account structure basis, without the need for an Investment Registration 

Certificate (IRC) number. The system is expected to start operating by Q2 2024 at the latest. 

• Abolishment of the IRC scheme: regulatory approval was passed on 05 June 2023 for the IRC 

abolishment, with implementation of Legal Entity Identifier (LEI) scheduled for 14 December 2023.  

• Foreign Exchange (FX) market reforms: an announcement regarding the enhancement of the FX 

market was released in early 2023. The planned implementation timetable is H2 2024 after approval 

by the National Assembly and revisions of relevant laws within the current year. Once passed, a six-

month pilot period is planned for early 2024.  

FTSE Russell has received feedback that the implementation of the WHT reforms continues to progress but 

remains an area of focus for international investors, in particular, as it relates to the reliance on brokers, 

rather than custodians, as the collectors of the relevant information. FTSE Russell intends to continue to 

understand the extent to which the benefits of the WHT reforms are realised by the investment community. 

With respect to the announced, but not yet implemented, reforms in the Korean won FX market, FTSE 

Russell will continue its dialogue with international investors on the impact of these initiatives in contributing 

to the fulfilment of the FX Market Structure criteria of the FTSE Fixed Income Country Classification 

Framework for the South Korean government bond market.  

FTSE Russell appreciates the ongoing open and constructive dialogue with the South Korean authorities and 

intends to continue its engagement with all market participants to determine the efficacy of the 

enhancements as the reforms are implemented.  
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Switzerland 

Switzerland will remain on the FTSE Fixed Income Country Classification Watch List for the potential 

reclassification of its Market Accessibility Level from 1 to 2, and consideration for inclusion in the 

FTSE World Government Bond Index (WGBI).   

In September 2021, Switzerland was placed on the FTSE Fixed Income Country Classification Watch List for 

a potential upgrade to a Market Accessibility Level of 2, and consideration for inclusion in the FTSE WGBI.  

FTSE Russell has assessed the reclamation process for the withholding tax that is applied to Swiss 

government bonds and has determined that the process does not satisfy the Taxation Regime requirement 

for assignment of a Market Accessibility Level of 2. The process has remained unchanged following an 

unsuccessful vote in the Swiss parliament in late 2022 to abolish withholding tax for international investors. 

FTSE Russell will seek to understand the nature of any subsequent initiatives that may be introduced to 

improve the taxation system. 

 

India 

India will remain on the FTSE Fixed Income Country Classification Watch List for the potential 

reclassification of its Market Accessibility Level from 0 to 1, and consideration for inclusion in the 

FTSE Emerging Markets Government Bond Index (EMGBI). 

In March 2021, India was added to the FTSE Fixed Income Country Classification Watch List for the 

potential reclassification of its Market Accessibility Level from 0 to 1, and for consideration for inclusion in the 

FTSE EMGBI. Areas for improvement in the Indian government bond market structure highlighted by 

international investors remain largely unchanged from the previous March 2023 review and include the 

efficiency of Foreign Portfolio Investor (FPI) registration, as well as operational issues related to the 

settlement cycle, trade matching, and tax clearance process. 

FTSE Russell will continue its valuable dialogue with the Reserve Bank of India and seek feedback from 

market participants on their practical experiences of the evolution of the market structure.  

 

2. Annual Review of Local Currency Amount Outstanding 
Minimums 

 

On an annual basis, as part of the FTSE Fixed Income Country Classification process, FTSE Russell 

reviews the local currency amount outstanding minimums used to determine index eligibility. This review 

occurs in September and incorporates feedback from market participants; a recalibration of local thresholds 

based on issuance trends can occur as a result.  

FTSE Russell confirms that no changes will be made to the minimum bond level amount outstanding 

amounts for local currency fixed-rate and inflation-linked markets eligible for FTSE fixed income indices as 

part of the September 2023 review. 
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3. Changes to FTSE Fixed Income Index Emerging and 
Developed Market Designations 

For the purposes of inclusion in FTSE Emerging Markets (EM) hard and local currency fixed income indices, 

a market is considered to be emerging if it is defined by the International Monetary Fund (IMF) to be among 

“emerging and developing economies” or if it is defined by the World Bank to be among “low-income 

economies”, “lower-middle income economies” or “upper-middle-income economies”. Updates to the EM list 

are made on an annual basis each September based on updated data from the IMF and World Bank.   

Croatia has been classified as “high-income” by the World Bank since July 2018. As of the April 2023 IMF 

report, the status of Croatia has changed from “emerging and developing economy” to “advanced economy”. 

Based on the FTSE fixed income index EM definition, the designation for Croatia will change from Emerging 

Market to Developed Market as of October 2023 index profiles. Currently, Croatia is not an eligible market for 

the FTSE EM local currency indices and no bonds with a Croatia country of risk are eligible for the FTSE 

Emerging Markets USD Broad Bond Index. It is projected that there will be no impact to index inclusion as a 

result of this change in designation for Croatia. 

 

 

 



 

  

FTSE Russell        An LSEG Business  |  FTSE Classification of Fixed Income Markets – September 2023 5 

 

For more information about our indices, please visit ftserussell.com. 

© 2023 London Stock Exchange Group plc and its applicable group undertakings (the “LSE Group”). The LSE Group includes (1) FTSE 

International Limited (“FTSE”), (2) Frank Russell Company (“Russell”), (3) FTSE Global Debt Capital Markets Inc. and FTSE Global 

Debt Capital Markets Limited (together, “FTSE Canada”), (4) FTSE Fixed Income Europe Limited (“FTSE FI Europe”), (5) FTSE Fixed 

Income LLC (“FTSE FI”), (6) The Yield Book Inc (“YB”) and (7) Beyond Ratings S.A.S. (“BR”). All rights reserved.  

FTSE Russell® is a trading name of FTSE, Russell, FTSE Canada, FTSE FI, FTSE FI Europe, YB and BR. “FTSE®”, “Russell®”, “FTSE 

Russell®”, “FTSE4Good®”, “ICB®”, “The Yield Book®”, “Beyond Ratings®”  and all other trademarks and service marks used herein 

(whether registered or unregistered) are trademarks and/or service marks owned or licensed by the applicable member of the LSE 

Group or their respective licensors and are owned, or used under licence, by FTSE, Russell, FTSE Canada, FTSE FI, FTSE FI Europe, 

YB or BR.  FTSE International Limited is authorised and regulated by the Financial Conduct Authority as a benchmark administrator. 

All information is provided for information purposes only. All information and data contained in this publication is obtained by the LSE 

Group, from sources believed by it to be accurate and reliable. Because of the possibility of human and mechanical error as well as 

other factors, however, such information and data is provided "as is" without warranty of any kind. No member of the LSE Group nor 

their respective directors, officers, employees, partners or licensors make any claim, prediction, warranty or representation whatsoever, 

expressly or impliedly, either as to the accuracy, timeliness, completeness, merchantability of any information or of results to be 

obtained from the use of FTSE Russell products, including but not limited to indices, data and analytics, or the fitness or suitability of the 

FTSE Russell products for any particular purpose to which they might be put. Any representation of historical data accessible through 

FTSE Russell products is provided for information purposes only and is not a reliable indicator of future performance. 

No responsibility or liability can be accepted by any member of the LSE Group nor their respective directors, officers, employees, 

partners or licensors for (a) any loss or damage in whole or in part caused by, resulting from, or relating to any error (negligent or 

otherwise) or other circumstance involved in procuring, collecting, compiling, interpreting, analysing, editing, transcribing, transmitting, 

communicating or delivering any such information or data or from use of this document  or links to this document or (b) any direct, 

indirect, special, consequential or incidental damages whatsoever, even if any member of the LSE Group is advised in advance of the 

possibility of such damages, resulting from the use of, or inability to use, such information.  

No member of the LSE Group nor their respective directors, officers, employees, partners or licensors provide investment advice and 

nothing in this document should be taken as constituting financial or investment advice. No member of the LSE Group nor their 

respective directors, officers, employees, partners or licensors make any representation regarding the advisability of investing in any 

asset or whether such investment creates any legal or compliance risks for the investor. A decision to invest in any such asset should 

not be made in reliance on any information herein. Indices cannot be invested in directly. Inclusion of an asset in an index is not a 

recommendation to buy, sell or hold that asset nor confirmation that any particular investor may lawfully buy, sell or hold the asset or an 

index containing the 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. 

Past performance is no guarantee of future results. Charts and graphs are provided for illustrative purposes only. Index returns shown 

may not represent the results of the actual trading of investable assets. Certain returns shown may reflect back-tested performance. All 

performance presented prior to the index inception date is back-tested performance. Back-tested performance is not actual 

performance, but is hypothetical. The back-test calculations are based on the same methodology that was in effect when the index was 

officially launched. However, back-tested data may reflect the application of the index methodology with the benefit of hindsight, and the 

historic calculations of an index may change from month to month based on revisions to the underlying economic data used in the 

calculation of the index.  

This document may contain forward-looking assessments. These are based upon a number of assumptions concerning future 

conditions that ultimately may prove to be inaccurate. Such forward-looking assessments are subject to risks and uncertainties and may 

be affected by various factors that may cause actual results to differ materially. No member of the LSE Group nor their licensors assume 

any duty to and do not undertake to update forward-looking assessments.  

No part of this information may be reproduced, stored in a retrieval system or transmitted in any form or by any means, electronic, 

mechanical, photocopying, recording or otherwise, without prior written permission of the applicable member of the LSE Group. Use and 

distribution of the LSE Group data requires a licence from FTSE, Russell, FTSE Canada, FTSE FI, FTSE FI Europe, YB, BR and/or 

their respective licensors. 
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About FTSE Russell 

FTSE Russell is a leading global index provider creating and managing a 

wide range of indices, data and analytic solutions to meet client needs 

across asset classes, style and strategies. Covering 98% of the investable 

market, FTSE Russell indices offer a true picture of global markets, 

combined with the specialist knowledge gained from developing local 

benchmarks around the world.  

FTSE Russell index expertise and products are used extensively by 

institutional and retail investors globally. For over 30 years, leading asset 

owners, asset managers, ETF providers and investment banks have chosen 

FTSE Russell indices to benchmark their investment performance and 

create investment funds, ETFs, structured products and index-based 

derivatives. FTSE Russell indices also provide clients with tools for asset 

allocation, investment strategy analysis and risk management. 

A core set of universal principles guides FTSE Russell index design and 

management: a transparent rules-based methodology is informed by 

independent committees of leading market participants. FTSE Russell is 

focused on index innovation and customer partnership applying the highest 

industry standards and embracing the IOSCO Principles. FTSE Russell is 

wholly owned by London Stock Exchange Group. 

For more information, visit www.ftserussell.com.  

 

 To learn more, visit ftserussell.com; email info@ftserussell.com; or call your regional  

Client Service Team office: 

 EMEA 

+44 (0) 20 7866 1810 

North America 

+1 877 503 6437 

Asia-Pacific 

Hong Kong +852 2164 3333 

Tokyo +81 3 6441 1440 

Sydney +61 (0) 2 8823 3521 
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