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1. [bookmark: _Toc229151837]
Overview

1.1. [bookmark: _Ref424309154]The following terms and definitions shall apply in this MOEX Mortgage-Backed Bond Index Calculation Methodology by Public Joint-Stock Company Moscow Exchange MICEX-RTS (the "Methodology"):
· Index Constituents means the list of bonds used for calculation of the Index, approved by the Exchange according to the procedure stipulated by the Methodology;
· The Exchange, Moscow Exchange means Public Joint-Stock Company Moscow Exchange MICEX-RTS;
· Early Redemption Date means the expected exercise date of the nearest put or call option stipulated by the terms of the Bond issue;
· Review Day means the day on which statistical data is computed to announce Constituents; These are 1 February, 1 May, 1 August and 1 November. If any of these dates is a non-working day, the Index Review Date shall be the nearest following Working Day;
· Additional Trading Session means a trading session opened by the Exchange before the start (pre-market trading session) or after the end (after-hours trading session) of the Main Trading Session of the current trading day, as well as the additional trading session run on weekends. At the discretion of the Exchange, Weekend Trading Sessions may only be run on a weekend or non-working holiday;
· Accrued Coupon Interest, ACI means the amount of accrued coupon income on the Bond, expressed in Russian rubles;
· Bonds means mortgage-backed bond loans issued by DOM.RF Mortgage Agent LLC with the guarantee from DOM.RF JSC, which are admitted to trading on the Exchange;
· Call Option means the right to early redemption of the Bond issue at the initiative of the Bond issuer;
· Put Option means the right to early redemption of the Bond issue at the initiative of the Bondholder;
· Working Day means a day, including if such day is a weekend or a non-working holiday, on which the Exchange opens trading in Bonds, with the exception of calendar days on which a Weekend Trading Session is open;
· Weighted Average Price is the price (in percent) of a bond of an issue included in the Index, defined as the ratio of the sum of the products of the prices of each of the trades in bonds of this issue, executed during the relevant trading session in the Central Order Book T+ (excluding opening auction), in the Negotiated Trades mode and Negotiated Trades with the CCP mode by the number of bonds in the trade in question, to the total number of bonds that are the subject of these trades, executed up to the moment of calculation of the Index;
· Trading session means Main Trading Session or Additional Trading Session, including pre-market, after-hours, or weekend trading sessions.
1.2. Terms not defined herein shall be construed in accordance with other documents of the Exchange as well as the law and regulatory acts of the Bank of Russia.
1.3. The Index calculated in accordance with the Methodology shall have the following names:
- name in Russian: "Индекс МосБиржи ипотечных облигаций ДОМ.РФ";
- name in English: "MOEX DOM.RF MBS Index".
- Total Return Index code – DOMMBSTR,
- Price Index code – DOMMBSCP.

The word mark "MOEX Index" is a trademark of Moscow Exchange registered by the State Register of Trademarks and Service Marks of the Russian Federation on 18 September 2017 (Trademark Certificate No. 630519). The word mark "MOEX" is a trademark of Moscow Exchange registered by the Federal Service for Intellectual Property in the State Register of Trademarks and Service Marks of the Russian Federation on 29 August 2014 (trademark certificate No. 521450).
1.4. This Methodology, as well as all amendments and additions thereto, shall be approved by the Exchange and shall come into effect on a date determined by the Exchange. It may be amended and supplemented no more frequently than once a quarter.
1.5. The Methodology as approved (with amendments and supplements thereto) shall be published on the official website of Moscow Exchange not later than three Working Days prior to its effective date, unless the Exchange resolves otherwise.

2. [bookmark: _Toc229151838]General procedure for Index calculation

2.1. [bookmark: п_2_1]The Index is calculated every trading day at the end of each Trading Session. The Exchange is entitled to set other frequency of calculation of the Index.
2.2. This Methodology provides for the following procedure for calculation of the Index:
· Calculation based on Bond prices excluding ACI and reinvestment of coupon payments (hereinafter referred to as the Price Index); and
· Calculation based the value of the Bonds, determined as the sum of the price and the ACI, with reinvestment of coupon payments (hereinafter referred to as the Total Return Index).
2.2.1. The Price Index shall be calculated using the following formula:


where:
PIn – the value of the Price Index at time n;
Pi,n – the Weighted Average Price of the Bond of the ith issue determined during the corresponding Trading Session on day n, expressed as a percentage of the principal value;
Pi,n-1 – the Weighted Average Price of the Bond of the ith issue on day n-1, determined during the Main Trading Session of the Working Day preceding the day teh Index is calculated;
FVi,n – the principal value of the Bonds of the ith issue on day n, in currency units;
[bookmark: _Hlk173233027]Ni,n is the volume of the ith issue of Bonds available for trading on the Index Review Date or the Extraordinary Review Date, expressed in units of securities;
[bookmark: _Hlk214003009]Ami,n – amortisation payment amount for Bond issue i on day n, expressed in currency units;
Wi,n – a coefficient restricting the proportion of capitalisation of the ith Bond (the Weighting Factor). It equals one unless otherwise set out in Clause 4.1. 
2.2.1.1. The Total Return Index shall be calculated using the following formula:


where:
CIn – the value of the Total Return Index at time n;
Pi,n – the Weighted Average Price of the Bond of the ith issue determined during the corresponding Trading Session on day n, expressed as a percentage of the principal value;
Pi,n-1 – the Weighted Average Price of the Bond of the ith issue on day n-1, determined during the Main Trading Session of the Working Day preceding the day teh Index is calculated;
FVi,n – the principal value of the Bonds of the ith issue on day n, in currency units;
Ai,n - the accrued coupon interest of the Bonds of the ith issue on day n, in currency units;
Gi,n - the amount of coupon income paid on day n and/or payment as part of amortisation on Bond of the ith issue on day n, expressed in currency units;
Ni,n is the volume of the ith issue of Bonds available for trading on the Index Review Date or the Extraordinary Review Date, expressed in units of securities;
Wi,n – a coefficient restricting the proportion of capitalisation of the ith Bond (the Weighting Factor). It equals one unless otherwise set out in Clause 4.1.
2.2.2. For the calculation of the Price Index and the Total Return Index, the values of the numerator and denominator in the formulas shall be determined using the Index Constituents in effect on the calculation date.
2.3. If a Weighted Average Price is not available for the current Trading Session, the most recent available Weighted Average Price for such Bond issue shall be used for Index calculation.
2.4. Index values shall be calculated to two decimal places using standard mathematical rounding rules.
2.5. The Index calculation commenced on 4 February 2019.  The Index value at inception is 100.

3. [bookmark: _Toc229151839][bookmark: Р_4]Index construction and review

3.1. [bookmark: п_4_7][bookmark: _Ref181774352]The maximum number of constituent Bond issues in the Index is not limited. The minimum number of constituent Bond issues in the Index is two (2). If the number of Bond issues falls below two, Index calculation shall not be performed until the next scheduled review and implementation of the Index Constituents. In this case, the Index value calculated on the last day of the previous Index Constituents will remain unchanged until the next Index Review and the introduction of the updated Index Constituents.
3.2. Bonds are eligible for inclusion in the Index if they comply with the following requirements:
3.2.1. The Bond issue is denominated in Russian roubles.
3.2.2. The Bond issue is a fixed coupon issue.
3.2.3. The term to maturity and the term to the expected date of the next early redemption of the Bond issue are at least six months as of the Index Review Date. The expected date of the next early redemption is calculated according to the Pricing Convention for Mortgage-Backed Securities approved by the Fixed Income Securities Committee of Moscow Exchange.
3.2.4. A market-making program is in place for the Bond issue as of the Index Review Date.
3.2.5. The number of Working Days during the three months preceding the Index Review Date on which the Weighted Average Price for the Bond issue was determined shall be at least five.
3.3. [bookmark: _Toc372540155][bookmark: _Toc372540156]To ensure compliance with the requirements of clause 3.1 of the Methodology, the Exchange reserves the right to decide to include in the Index Bonds that do not meet the requirements of clauses 3.2.4-3.2.5 above.
3.4. Bond Issues are added to and removed from the Index at Index Reviews. Regular Index Reviews and approval of Index Constituents take place on 15 February, 15 May, 15 August and 15 November. If this date falls on a non-Working Day, the next Index Review shall take place on the next Working Day following the above date. 
3.5. Revised Index Constituents take effect at the start of the first Trading Session of the first Working Day in March, June, September, and December. The Exchange may decide to set other dates of coming into effect of the Index Constituents after review.
3.6. The Exchange is entitled to take a decision to exclude a Bond issue from the Index on a date determined by the Exchange in the following cases:
3.6.1. the Bond issue is removed from the list of securities admitted to trading on the Exchange (trading in the Bond issue is discontinued);
3.6.2. the Bond issue fails to meet the requirements of Section 3.2.5 of this Methodology;
3.6.3. other events occur not foreseen by this Methodology, the results of which may materially affect the Index calculation.

4. [bookmark: _Toc527625987][bookmark: _Toc229151840]Limitation of the Bond contribution to the Index

4. If the number of Bond issues in the Index is from 7 to 11 inclusive, the maximum individual capitalisation weight of a Bond issue in the total capitalisation of Bond issues in the Index shall be limited to 20%. If the number of Bond issues in the Index is from 12 to 14 inclusive, the maximum individual capitalisation weight of a Bond issue in the total capitalisation of Bond issues in the Index shall be limited to 15%. If the number of Bond issues in the Index is more than 14, the maximum individual capitalisation weight of a Bond issue in the total capitalisation of Bond issues in the Index shall be limited to 10%.
4. The Weight of the ith Bond in the Index is calculated according to the following formula:

where:
Wghti – the weight of the ith Bond;
MCi – capitalisation of the ith Bond, determined according to the formula:

Pi – the weighted average price of Bond i, expressed as a percentage of nominal value;
FVi – the nominal value of Bond i, expressed in RUB;
Ni - volume of the ith Bond issue, expressed in units of securities;
Ai - the accrued coupon income of the Bond of the ith issue, expressed in roubles
Wi – the Weighting Factor limiting the share of capitalisation of Bond i, which takes a value from 0 to 1 with a precision of seven decimal places, rounded using standard mathematical rounding rules.

4. To meet with the restrictions set out in Section 4.1, the Weights of Bond issues are adjusted as follows:
0. If the Weight of a Bond issue in the Index exceeds the value established in clause 4.1 of the Methodology, it is set equal to this value.
0. [bookmark: _Hlk31212518]The difference between the Weights before and after applying this rule is proportionally distributed among the Bond issues whose Weights were not restricted.
0. The above steps are reiterated as long as there are Bond issues whose Weights exceed the value established in clause 4.1 of the Methodology.
4. If, as of the Index Review date, the share of the Bond issue in the Index does not meet the requirements of clause 4.1, the Exchange is entitled to adjust volume Ni,t-1 of the Bond issue used for the calculation of the Index in accordance with clause 2 of the Methodology, so that the share of the Bond issue in the Index does not exceed the value set by clause 4.1.

5. [bookmark: _Toc225950881][bookmark: _Toc225951726][bookmark: _Toc229151841][bookmark: _Ref272826482][bookmark: п_6_1]Index calculation supervision

5.1. The business of creating, calculating, revising and updating the Index as well as this Methodology is based on a set of administrative principles and rules described in the Moscow Exchange Index Management Policy.
5.2. In case of technical failure upon calculation of the Index or technical failure in the course of securities trading on the Exchange, which resulted in distortion of data used for calculation of the Index, recalculation of previously calculated index values is allowed. This recalculation is carried out within the shortest possible time from the moment of detection of the technical failure. Upon recalculation of the Index, the Exchange posts the relevant announcement on its website.
5.3. In the event of circumstances that may adversely affect the adequacy of the Index in representing the real state of the Russian fixed income market, the Exchange may take any actions necessary to ensure adequacy of the Index, including exclusion of a Bond from the Index, etc.
5.4. [bookmark: _Hlk192849048]The Moscow Exchange Regulations on Recalculation of Index Values specify the set of principles guiding the Exchange in the development, calculation and distribution of the Index in the event of errors in the Index value.

6. [bookmark: _Toc229151842]Publication
[bookmark: _GoBack]
6.1. The Index values for the previous Working Day shall be published no later than 12:00 Moscow time on the first Working Day following the calculation day.
6.2. Notifications on scheduled Index Reviews are disclosed within three working days from the date of the Exchange's decision to approve the new Index Constituents, but not later than one week before the date of coming into effect of such Exchange's decision.
6.3. Notification on extraordinary Index Reviews are disclosed not later than the day preceding the effective date of the Exchange's decision on approval of the new Index Constituents.
6.4. Information subject to disclosure in accordance with this Methodology shall be disclosed on the Exchange's official website. Such information may be disseminated in other ways, including through news agencies that distribute MOEX market data.
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