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Impacts of reconstitution on index 
turnover
Changes to Russell indexes’ methodology beginning in 2003 
have reduced the impact of reconstitution without negatively 
affecting the representativeness of the Russell 2000 Index.
The chart below shows historical turnover percentage by the greater of the 
turnover from stock additions or deletions at reconstitution; and the number 
of stocks impacted, for the Russell 2000® Index1.
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Average: 1996-2005 Average: 2006-2023 Difference

Turnover percentage 29.8 11.8 -18.0

Number of stocks 495 245 -250

1  Turnover percentage can be defined as the market value “purchased” (adds) or “sold” (deletes) by the index 
relative to its base market value, when rebalancing the index.
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Changes to Russell indexes’ 
methodology
1 	� 2003: Refined turnover calculation to 

more accurately distinguish and report 
additions and deletions caused by 
reconstitution from other corporate 
action activity.

2 	� 2004: Adopted NASDAQ closing cross 
to reflect enhanced efficiency of closing 
auction prices.

3 	� 2004: Moved to quarterly schedule for 
review of IPOs, allowing for more timely 
inclusion of new companies vs. waiting 
until reconstitution.

4 	� 2007: Implemented capitalization 
banding, reducing turnover by 
restricting existing index members that 
have not experienced a material change 
in size from moving inand-out of cap 
tiers at each reconstitution.

5 	� 2010: Implemented enhanced 
company-to-home country assignment 
rules that address situations where 
a company’s listing differs from its 
incorporation or principal place of 
business (sometimes referred to 
as “orphaned stocks”). This rule 
re‑assigned foreign companies 
that were incorporated in the US, 
and retained US companies that 
reincorporated outside the US for tax 
and other considerations.
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For more information about our indexes, please visit ftserussell.com.
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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 +81 (3) 6441 1430

Tokyo +81 (3) 6441 1430

Sydney +61 (0) 2 7228 5659

About FTSE Russell

FTSE Russell is a leading global index provider creating and managing a wide 
range of indexes, data and analytic solutions to meet client needs across 
asset classes, style and strategies. Covering 98% of the investable market, 
FTSE Russell indexes 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 indexes to benchmark their investment performance and create 
investment funds, ETFs, structured products and index-based derivatives. 
FTSE Russell indexes 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 ftserussell.com.

http://www.ftserussell.com
mailto:info%40ftse.com?subject=

