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Section 1 

Purpose of the guide 

 

1. Purpose of the guide 

1.1 The aims of the guide are: 

1. to describe how the liquidity test is conducted; and 

2. to make it easier for users to replicate the liquidity test to support their investment and trading activities. 
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Section 2 

Liquidity screening process 

 

2. Liquidity screening process 

2.1 Liquidity test 

2.1.1 Testing period 

Each security will be tested for liquidity annually in June by calculation of its monthly median of daily 
trading volume. 

For the annual test, liquidity will calculated from the first business day in May of the previous year to the 
last business day of April in the current year. 

2.1.2 Liquidity screen 

– For each month, the daily volume for each security is calculated as a percentage of the shares in issue 
for that day, adjusted by the free float at the end of the month. These daily values are then ranked in 
descending order and the median is taken by selecting the value for the middle-ranking day if there are 
an odd number of days and the mean of the middle two if there are an even number of days. See section 
3 for further details. 

– Where the testing period is less than 12 months, the liquidity test will be applied on a pro-rata basis. 
See Appendix A. 

– When calculating the median of daily trading volume of any security for a particular month, a minimum  
of five trading days in that month must exist, otherwise the month will be excluded from the test.  

– Daily totals with zero trades are included in the ranking; therefore, a security that fails to trade for more 
than half of the days in a month will have a zero median trading volume for that month. 

– Only exchange trading days will be included in the calculation, i.e. exchange holidays will be excluded.  

– Any period of suspension will not be included in the test.  

– Where a security has a market quote in multiple currencies, only volume data from the eligible Sterling 
quote will be used in the liquidity test. 

– Where a security transfers from AIM or moves from an ineligible market segment (e.g. standard, 
high growth or specialist fund) to a premium listing, the security will be tested from the first day of 
unconditional dealings of the premium listing. For the avoidance of doubt, any period of trading prior  
to the premium listing will not be included in the liquidity test. 

– Where a new issue or newly eligible security passes the annual liquidity test but fails the minimum 
investable market capitalisation threshold for index inclusion in June, the security will be reassessed  
at the subsequent September, December and March quarterly reviews, and liquidity will be retested  
from the first day of unconditional dealings of the premium listing to the index review cut-off date. 
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Liquidity thresholds 

– A – securities that do not turnover at least 0.0250% of their shares in issue (after the application of any 
investability weightings*) based on their monthly median for at least 10 of the 12 months prior to the 
annual index review will not be eligible for inclusion in the FTSE UK Index Series until the next annual 
review. 

– B – an existing constituent that does not turnover at least 0.0150% of its shares in issue (after the 
application of any investability weightings*) based on its monthly median per month for at least eight of 
the 12 months prior to the annual index review will be removed and will not be eligible for inclusion in the 
FTSE UK Index Series until the next annual review. 

– C – new issues or newly eligible securities that do not have a 12-month trading record must have 
a minimum 20-day trading record when reviewed. They must turnover at least 0.0250% of their shares  
in issue (after the application of any investability weightings*) based on their monthly median each month 
on a pro-rata basis since the premium listing or UK nationality assignment date if non-UK incorporated 
(refer to Appendix A and B).  

This rule will not apply to new issues added under the fast entry rule except for demutualisations (see 
rule 6.5 of the FTSE UK Index Series). 

*When testing liquidity, the published free float weight on the final trading day of each month will be used 
for the calculation of the liquidity test for that month. 

– D – a new issue that fails the liquidity test will not be eligible for inclusion in the FTSE UK Index Series 
until the next annual review. 

– E – at the sole discretion of FTSE, the above percentage figures may be adjusted by up to 0.010% at  
a market review so that, in FTSE’s opinion, the index better reflects the liquid investable market. This 
discretion may only be exercised across the FTSE All-Share Index and may not be applied to individual 
securities. If FTSE intends to exercise this discretion, it must make a public statement to that effect at 
least two weeks prior to the regular June review meeting. Any adjusted percentage parameters will be 
maintained until the next annual review. 

– F – there is no liquidity requirement for constituents of the FTSE Fledgling Index. At a quarterly review,  
if a FTSE fledgling company is eligible for promotion to the FTSE All-Share index, the previous June 
annual liquidity result will be referenced. When the previous June annual liquidity is not available for the 
FTSE fledgling company, iquidity will be assessed from the date of eligibility. 

2.1.3 Nationality assignment 

Sole UK premium listing 

– For new issues or newly eligible securities that have a sole UK premium listing, no liquidity test is 
required for the purposes of nationality assignment.  

– However, for the purposes of FTSE UK Index Series inclusion, new issues or newly eligible securities 
that do not have a 12-month trading record must have a minimum 20-day trading record when reviewed 
at the index review cut-off date. 

– They must turn over at least 0.0250% of their shares in issue (after the application of any investability 
weightings*), based on their monthly median each month on a pro-rata basis since the first day of 
unconditional dealings of the premium listing. 

Multiple eligible listings 

a) For new issues or newly eligible securities with multiple eligible exchange listings (as classified in the 
FTSE Global Equity Index Series), a liquidity test is required (in accordance with the nationality rules  
of the FTSE UK Index Series). 

b) To determine nationality assignment, the securities will be tested from the first day of unconditional 
dealings of the premium listing until the business day proceeding the nationality screen cut-off date (see 
FTSE UK Index series review schedule FAQ document for cut-off dates). 
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c) A security must demonstrate that it would pass the FTSE UK Index Series liquidity test (on a pro-rata 
basis) to be assigned UK nationality.  

d) Once a UK nationality has been assigned, for the purposes of FTSE UK Index Series inclusion, liquidity 
will be tested up to the index review cut-off date.  

They must turn over at least 0.0250% of their shares in issue (after the application of any investability 
weightings*) based on their monthly median each month on a pro-rata basis since the first day of 
unconditional dealings of the premium listing (where UK incorporated) or since the date of UK nationality 
assignment (where non-UK incorporated). 

*When testing liquidity, the published free float weight on the final trading day of each month will be 
used for the calculation of the liquidity test for that month. 

e) In accordance with rule 5.1.9 of the FTSE UK Index Series ground rules, a nationality assignment will be 
reviewed in the event that the country with greatest liquidity of an existing constituent is different to that 
assigned for two consecutive years. The eligible exchanges of listing will be reviewed using 12 month 
volume data up to the business day proceeding the nationality screen cut-off date. 

For illustration purposes: Company X (assigned country A) passes the liquidity test in both country A 
and country B. When assessed in March 2023, country B now exhibits the greater liquidity (this is 
counted as year one). The company will remain assigned to country A subject to continuing to pass the 
liquidity tests. However, if in March 2024 (year two) country B still exhibits the greater liquidity, the 
company will be reviewed for a nationality change. 

f) For the avoidance of doubt, country of greatest liquidity is determined by comparing each of the monthly 
median liquidity test % results (as detailed in section 3.2 below), country A vs country B, for a 12-month 
testing period. For illustration purposes only, if the testing period is January to December, the test looks 
at how many of those months country A had a greater monthly median liquidity test % result when 
compared against that of country B. Nationality will be assigned to the country which exhibits the 
greatest liquidity test % result in the most number of months.  

Please note: If as a result of the above, there is an even split (e.g. each country has 6 months where it 
exhibits greatest monthly median liquidity % when tested over a 12-month testing period), the following 
treatment shall apply:  

− an existing constituent will retain its current nationality. 

− a new issue or newly eligible company will have its nationality assignment based on the country 
which exhibits the greatest liquidity using the latest three months of volume data.  

 

g) For the avoidance of doubt, where a security has multiple eligible exchange listings and one or more 
listings has less than 12 months of available trading record, the liquidity test will use the maximum 
volume data available for each individual listing. 

For illustration purposes: company A sole listed on eligible market X in 2019 and then subsequently 
adopted an additional eligible market Y listing in November 2021. For the March 2022 liquidity test, the 
full available 12-month volume data for market X will be used while for market Y, volume data since 
November 2021 will be used in the calculation. 

h) In accordance with rule 5.1.10 of the FTSE UK Index Series ground rules, a nationality assignment will 
be reviewed should a company make a change to its circumstances (such as a change in incorporation 
or adoption of an additional listing), The evolution of liquidity may be reviewed for a minimum period of 
three months up to a maximum period of up to 12 months. The country of greatest liquidity will be 
assessed as detailed above. At the conclusion of this review, the nationality of the company will either 
be retained or changed. For the avoidance of doubt, once nationality has been confirmed, liquidity would 
then need to be greatest in another location for two consecutive years to trigger a switch in nationality 
(or until current location fails the liquidity test) in accordance with rule 5.19 of the FTSE UK Index Series 
ground rules. 
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Please refer to section 5 of the FTSE UK Index Series for further details on nationality assignments. 

2.1.4 See Appendix B: test cases for illustrative examples of liquidity testing periods.  

2.1.5 Volume data – trading venues 

For the FTSE UK Index Series liquidity screen, volume data will be aggregated from those venues exhibiting 
a market share of greater than 2%. The trading venues are reviewed annually and assessed using volume 
data from the first business day of February of the previous year to the last business of January of the 
current year. Any changes to the trading venues will be announced and reflected in the FTSE UK Index 
Series ground rules following the March quarterly review and will become effective from the June annual 
review.  

Volume data from the following venues are aggregated for the purpose of the FTSE liquidity test:  

– London Stock Exchange; 

– Cboe CXE; 

– Cboe BXE; and 

– Cboe OTC. 
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Section 3 

Liquidity calculation method 

 

3. Liquidity calculation method 

3.1 For each month, the daily trading volumes, as a percentage against that security’s free float adjusted 
shares, are ranked and the median value selected. 

Example calculation of daily trading volume %:  

Company A has 40m shares in issue, a free float of 50% and a daily trading volume of 20,000 shares. 

Daily volume (%) = daily trading volume/free float adjusted shares 

= 20,000/20,000,000 = 0.1% 

Please note:  

– When testing liquidity, the published free float weight at the end of each month will be used for the 
calculation of that month. 

– Shares in issue used for the calculation is that as of the date of volume traded. 

3.2 Monthly median liquidity test 

The tables below illustrate the ranking of the daily trading volumes % and the calculation of the median 
monthly value. 

The example assumes that there are an even number of days in the month. 

Step one: daily traded volume (%) 
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Step two: daily traded volume (%) – ranked 

 

 

Monthly median (%) = (10th + 11th day)/2 

= (0.025% + 0.03%)/2 = 0.0275% 
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Appendix A 

Pro-rata pass requirements 

 

New issues and newly eligible 

Months tested Minimum monthly pass rate required 

One month One month 

Two months Two months 

Three months Three months 

Four months Four months 

Five months Five months 

Six months Five months 

Seven months Six months 

Eight months Seven months 

Nine months Eight months 

10 months Nine months 

11 months 10 months 

12 months 10 months 

 

Current constituents 

Months tested Minimum monthly pass rate required 

One month One month 

Two months Two months 

Three months Two months 

Four months Three months 

Five months Four months 

Six months Four months 

Seven months Five months 

Eight months Six months 

Nine months Six months 

10 months Seven months 

11 months Eight months 

12 months Eight months 
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Appendix B 

Test cases 

 

Test case Liquidity test  

IPO 
 

IPO/transfer to premium listing (examples: 
transfer from AIM, standard listing, 
specialist fund market)  
 

Fast entry 

 

 

 

From date of premium listing on main market 

Pass = index inclusion 
Fail = fail until June annual test 
 

Not applicable 

Liquidity reviewed at the next June annual review 

Nationality review 
 

UK incorporated: IPO/transfer to premium 
listing (example: from AIM/standard listing)  
 
 

Non-UK incorporated: IPO/transfer to 
premium listing (example: from 
AIM/standard listing)  

 

 

 

From date of premium listing on main market 

Pass = index inclusion 
Fail = fail until June annual test 
 

From date of FTSE UK nationality allocation  

Pass = index inclusion 
Fail = fail until June annual test 
 

For the purposes of the methodology change announced on 22 December 2021, the June 2021 
annual liquidity test will be referenced for newly eligible securities. However, if the IPO date was 
after the June 2021 liquidity cut-off date, liquidity will be tested back to the date of premium listing. 

Newly eligible  
 

Resumption of trading following suspension  

 

 

 

 

 

 

 

 

Industry Classification Benchmark (ICB) 
change from ineligible to eligible 
classification 

 

Investability weight change from ineligible 
to eligible criteria (where not in relation to 
nationality review – see above) 

 

 

 

 

 

At the next quarterly review, subject to there being a minimum 20-day trading record from the 12-
month anniversary deletion date* to the index review cut-off date. 

Pass = index inclusion 
Fail = fail until June annual test  
 

*For illustration purposes, if a constituent was deleted on 21 December 2020, it would only be 
reconsidered for inclusion at the quarterly index review, which falls after 21 December 2021  
(i.e. March 2022).  

Liquidity will be tested from 21 December 2021 until the review cut-off date (28 February 2022, as 
March has less than five trading days). Please note that any period of trading prior to 21 December 
2021 will not be included in the liquidity test. 
 

At the next quarterly review, subject to there being a minimum 20-day trading record from the date 
of the ICB classification update in the monitored list to the index review cut-off date**. 

Pass = index inclusion 
Fail = fail until June annual test  
 

At the next quarterly review, subject to there being a minimum 20-day trading record from the date 
of the investability weight update in the monitored list to the index review cut-off date**. 

Pass = index inclusion 
Fail = fail until June annual test  
 

**For illustration purposes, if a constituent’s investability weight or ICB was updated effective  
21 December 2021, it would only be considered eligible for inclusion at the quarterly index review, 
which falls after 21 December 2021 (i.e. March 2022).  

Liquidity will be tested from 21 December 2021 until the review cut-off date (28 February 2022, as 
March has less than five trading days). 

https://research.ftserussell.com/products/index-notices/home/getmethodology/?id=2602819
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Test case Liquidity test  

Corporate events 
 

Merger  
 

 

Demerger 

 

 

 

Not applicable 

Liquidity reviewed at the next June annual review***. 
 

Not applicable 

Liquidity reviewed at the next June annual review***. 
 

***Volume data prior to the corporate event effective date will be disregarded for the purposes of 
the June annual liquidity test. 
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Appendix C 

Further information 

 

A Glossary of Terms used in FTSE’s ground rule documents can be found using the following link: 

Glossary.pdf 

Further information on the FTSE UK Index Series is available from FTSE Russell. 

For contact details, please visit the FTSE Russell website or e-mail FTSE Russell client services at 
info@ftserussell.com. 

Website: www.lseg.com/en/ftse-russell/ 

FTSE Russell 

FTSE Russell is a trading name of FTSE International Limited, Frank Russell Company, FTSE Global Debt Capital 
Markets Limited (and its subsidiaries FTSE Global Debt Capital Markets Inc. and FTSE Fixed Income Europe Limited), 
FTSE Fixed Income LLC, FTSE (Beijing) Consulting Limited, Refinitiv Benchmark Services (UK) Limited, Refinitiv 
Limited and Beyond Ratings. 

 

http://www.lseg.com/content/dam/ftserussell/en_us/documents/policy-documents/glossary.pdf
mailto:info@ftserussell.com
http://www.lseg.com/en/ftse-russell/


 

Disclaimer 

© 2024 London Stock Exchange Group plc and its applicable group undertakings (“LSEG”). LSEG 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) FTSE (Beijing) Consulting Limited (“WOFE”), (7) Refinitiv Benchmark Services (UK) Limited (“RBSL”), (8) Refinitiv Limited (“RL”) 
and (9) Beyond Ratings S.A.S. (“BR”). All rights reserved. 

FTSE International Limited is authorised and regulated by the Financial Conduct Authority as a benchmark administrator. Refinitiv Benchmark Services (UK) Limited is authorised and 
regulated by the Financial Conduct Authority as a benchmark administrator. 

FTSE Russell® is a trading name of FTSE, Russell, FTSE Canada, FTSE FI, FTSE FI Europe, WOFE, RBSL, RL and BR.  “FTSE®”, “Russell®”, “FTSE Russell®”, “FTSE4Good®”, “ICB®”, 
“WMR™”, “FR™”, “Beyond Ratings®” and all other trademarks and service marks used herein (whether registered or unregistered) are trade marks and/or service marks owned or 
licensed by the applicable member of LSEG or their respective licensors and are owned, or used under licence, by FTSE, Russell, FTSE Canada, FTSE FI, FTSE FI Europe, WOFE, 
RBSL, RL or BR.  

All information is provided for information purposes only. All information and data contained in this publication is obtained by LSEG, from sources believed by it to be accurate and 
reliable. Because of the possibility of human and mechanical inaccuracy as well as other factors, however, such information and data is provided "as is" without warranty of any kind. No 
member of LSEG 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 LSEG Products, or of results to be obtained from the use of LSEG products, including but not 
limited to indices, rates, data and analytics, or the fitness or suitability of the LSEG products for any particular purpose to which they might be put. The user of the information assumes 
the entire risk of any use it may make or permit to be made of the information. 

No responsibility or liability can be accepted by any member of LSEG 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 inaccuracy (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 LSEG is advised in advance of the possibility of such damages, resulting from the use of, or inability to use, such information.  

No member of LSEG 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 LSEG 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 and rates cannot be invested in directly. Inclusion of an asset in an index or rate 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 or rate 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.  

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 LSEG. Use and distribution of LSEG data requires a licence from LSEG and/or its licensors. 
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