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Global Industry Classification Standard (GICS) FAQs

What is the Global Industry Classification Standard (GICS)?

The Global Industry Classification Standard (GICS) was
developed by Morgan Stanley Capital International (MSCI)
and Standard and Poor’s (S&P) in 1999, in response to the
global financial community’'s need for a reliable, complete
and standard industry classification system.

The GICS methodology is widely accepted as the industry
analysis framework for investment research, portfolio
management and asset allocation. Its universal approach to
has contributed to increased

industries worldwide

transparency and efficiency in the investment process.

The GICS structure has four levels of detail: 11 sectors, 24
industry groups, more than 60 industries, and more than 150
sub-industries.

Why is the Global Industry Classification Standard (GICS)
important?

The GICS was developed and is maintained by two leading
global index providers. It has been specifically designed to
classify companies globally in both developed and
developing economies. The GICS is designed to meet the
needs of the investment community for a classification
system that reflects a company’'s financial performance.
GICS provides global coverage of over 44,000 + active,
publicly traded companies.

Who uses the GICS and how pervasive is the GICS in the

international investment community?

There has been significant adoption of the GICS standard
across all major groups involved in the investment process,
including: Asset Managers, Brokers (institutional and retail),
Consultants, Research, and Stock Ex-changes. Globally the
Investment community uses the GICS across the full
spectrum of equity market management - including asset
peer
analysis, and client account re-porting. The use of the GICS

management, sector research, portfolio strategy,

enables market participants to identify and analyze

companies using a common global standard.
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Global Industry Classification Standard (GICS) FAQs

Which particular advantages do strategists, analysts and
investors draw upon in applying the GICS across their

analysis and global benchmark selection?

The use of this global standard helps strategists, analysts
and investors compare companies outside of their local
markets and attract capital into local markets. The GICS
establishes a common standard that enables asset owners,
asset managers and investment research specialists to
make local and global comparisons by sectors. The
standardized classification system permits foreign investors
to look into local markets and local investors to look out at
the rest of the world when comparing stocks within the same
sector. The GICS defines peer groups tightly and avoids

grouping unlike companies together.

How adaptable is the GICS structure over time to economic

changes?

The four-level GICS structure reflects equities in today’s
global investment environment, yet is flexible enough to
capture tomorrow’s developments. As the global economy
changes, sectors, industry group, industries and sub-
industries can be added or divided.

What does it mean that GICS is a “market-oriented”
classification system? Why does that matter?

There are two approaches to industry -classification:
production-oriented and market-oriented. The emergence of
the service era and the availability of global communications
have changed the market focus from producers to
consumers. In today’'s economy, for example, drawing the
line between goods and services is increasingly difficult and
arbitrary, as almost all goods are sold with a service. Thus,
the distinction between consumer goods and services has
been replaced by the more market-oriented sectors of
“Consumer Discretionary” and “Consumer Staples” which

both contain goods and services sub-industries.

Describe the hierarchical categories of the GICS.

The GICS structure currently has four levels of detail: 10
sectors, 24 industry groups, more than 60 industries and
over 150 sub-industries. Since the classification is
hierarchical, at each of the four levels a company can only

belong to one grouping.
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How is a company classified as per the standards (GICS)?

Standard & Poor's and MSCI
companies according to their respective principal business

determine and assign

activity.

How will Bahrain Bourse’s equity market look like after the
GICS adoption?

Previously Bahrain equity market consisted of 6 Sectors.
After the GICS adoption, Bahrain Bourse equity market will
be based on 11 Sectors which is Level 1 (Sectors Group), (of
which 7 will be active, until companies are listed under the
GICS hierarchical
classification system, starting from 11 July 2021.

remaining 4 inactive sectors), in

Sectorial indices will start with a base value of 3000 points
for all sectors, with the exception of the biggest sectorial
index, which is the Financials, starting with a base value of
5500 points.

How will the Closed Companies and the Non-Bahraini
Companies be classified?

Constituents of the 'Closed Companies' and 'Non-Bahraini

Companies' are not reflected or included within the index or

the market capitalization. They would remain as they are
currently categorized in the market.

Will Bahrain Bourse equity market be mapped to all 4 GICS

levels?

Only sector group (Level 1) and industry group (Level 2) will
be mapped within Bahrain Bourse’s equity market.

What will happen to Bahrain Bourse’s previous sector

classification and sectorial indices?

Bahrain Bourse's previous sector classification and sectorial
indices will be discontinued. However, historical values for
the sectorial indices will remain available for any analytical
purposes through historical bulletin reports.
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How frequently are companies reviewed for potential GICS
changes and how often does a company's GICS

classification generally change?

Companies are reviewed annually upon publishing their
annual reports to ensure that a company’s allocation is still
relevant to its main line of business. Companies are also
under constant surveillance for corporate actions. In
general, a company’s classification will change owing to
either changes in revenue sources or due to a major
corporate action that redefines a company's primary line of
business.
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