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USE4S Data Sheet 
Barra U.S. Equity Model—Short-Term Version 

Model Summary  USE4 Advances Include 

Asset Coverage: 20,400+1 
 
 
Style Factors: 12 

 
 
Industry Factors: 60 
 

 
Market Factor: 1 
 
 
Covariance matrix built on daily data 

 • Improved risk forecasts for optimized portfolios using the new Optimization Bias 

Adjustment methodology 

• More responsive forecasts through the use of our new  Volatility Regime Adjustment 

methodology 

• A US Country factor to separate market and industry effects for increased accuracy 

• Improved specific risk model, including Volatility Regime Adjustment 

• Multiple industry scheme based on Global Industry Classification Standard (GICS®) 

• Enhanced style factors reflecting the latest research and client feedback 

• Full daily updates of the model including daily exposures 

 

USE4S Details 

Application Usage Models Direct 
Barra Portfolio Manager (BPM) 
Aegis 

Model Start Dates Models Direct (Daily): 30 June 1995 

Barra Portfolio Manager (Daily): 30 June 1995 
Aegis (Daily): 30 June 1995 

Estimation Universe MSCI USA IMI 
US component of MSCI All Country World Investable Market Index (ACWI IMI) 

Regression Weighting Scheme Square root  of market capitalization 

Factor Covariance Matrix Half-life for Volatility: 84 days 
Newey-West Volatility Lags: 5 days 

Half-life for Correlations: 504 days 
Newey-West Correlation Lags: 2 days 
Half-life for Volatility Regime Adjustment: 42 days 

Specific Risk Half-life for Specific Volatility: 84 days 
Newey-West Auto-Correlation Lags: 5 days 
Newey-West Auto-Correlation Half-Life: 252 days 

Bayesian Shrinkage Parameter: 0.1 
Half-life for Volatility Regime Adjustment: 42 days 
Linked Specific Risk available 

Industry Allocation Scheme Multiple-industry allocation (up to five industries) 

Source of Industry Scheme Based on Global Industry Classification Standard (GICS®) 

                                                             

 
1 As of 28 Mar 2012 
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USE4 

Risk Factors  
Purpose Descriptor Components  

Beta 
 

Captures the market risk that cannot be explained by 
the US Country factor 

Historical Beta (1.000) 

Momentum 

 

Explains the return differences of stocks based on their  

relative performance over the trailing 6-12 months 
Relative strength (1.000) 

Size 
 

Captures the return differences between large-cap and 
small-cap stocks 

Logarithm of market capitalization (1.000) 

Earnings Yield 

 

Describes the return differences based on a company’s 

earnings relative to its price 

• Cash earnings-to-price ratio (0.150) 

• Trailing annual earnings-to-price ratio (0.100) 

• Analyst-predicted earnings-to-price ratio (0.750) 

Residual 
Volatility 
 

Explains returns associated with high-volatility stocks 
that are not captured by the Beta factor 

• Historical sigma (0.100) 

• Daily standard deviation calculation (0.750) 
• Cumulative range (0.150) 

Growth 

 

Describes the return differences of stocks based on 

their prospects for sales or earnings growth 

• Earnings growth rate over last five years (0.200) 

• Sales growth (0.100) 

• Analyst-predicted earnings growth (0.700) 

Dividend Yield 
 

Explains the return component attributable to a stock’s 
dividend payouts 

Dividend-to-price ratio (1.000) 

Book-to-Price  

 

Explains the return component attributable to a stock’s 

book-to-price ratio and can be an indicator of value 
Book-to-price ratio (1.000) 

Leverage 
 

Captures the return differences between high-leverage 
and low-leverage stocks 

• Debt-to-assets ratio (0.150) 

• Book leverage (0.100) 
• Market leverage (0.750) 

Liquidity 

 

Describes the return differences of stocks based on 

their relative trading activity 

• Annual  share turnover (0.300) 

• Quarterly share turnover (0.350) 

• Monthly share turnover (0.350) 

Non-Linear Size 
 

Describes the non-linearities in payoff to the Size factor 
across the market-cap spectrum Size non-linear (1.000) 

Non-Linear  

Beta 
 

Captures the non-linearities in payoff to the Beta factor Non-Linear Historical Beta (1.000) 
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USE4 Details  

Industry Factors 
1. Oil and Gas Drilling 

2. Oil and Gas Equipment and Services 

3. Oil and Gas Exploration and Production 

4. Oil Gas and Consumable Fuels 

5. Chemicals 

6. Specialty Chemicals 

7. Construction Materials 

8. Containers and Packaging 

9. Paper and Forest Products 

10. Aluminum Steel 

11. Precious Metals Gold Mining 

12. Aerospace and Defense 

13. Construction and Farm Machinery 

14. Industrial Machinery 

15. Building Products 

16. Trading Companies and Distributors 

17. Construction and Engineering 

18. Electrical Equipment 

19. Industrial Conglomerates 

20. Commercial and Professional Services 

21. Airlines 

22. Transportation Air Freight and Marine 

23. Road and Rail 

24. Automobiles and Components 

25. Household Durables (non-Homebuilding) 

26. Homebuilding 

27. Leisure Products Textiles Apparel and 

Luxury 

28. Hotels Leisure and Consumer Services 

29. Restaurants 

30. Media 

31. Distributors Multiline Retail 

32. Internet and Catalog Retail 

33. Apparel and Textiles 

34. Specialty Stores 

35. Specialty Retail 

36. Household and Personal Products 

37. Food and Staples Retailing 

38. Food Products 

39. Beverages Tobacco 

40. Health Care Equipment and Technology 

41. Managed Health Care 

42. Health Care Providers (non-HMO) 

43. Biotechnology Life Sciences 

44. Pharmaceuticals 

45. Banks 

46. Diversified Financials 

47. Life Health and Multi-line Insurance 

48. Insurance Brokers and Reinsurance 

49. Real Estate 

50. Semiconductor Equipment 

51. Semiconductors 

52. Internet Software and IT Services 

53. Software 

54. Communications Equipment 

55. Computers Electronics 

56. Diversified Telecommunication Services 

57. Wireless Telecommunication Services 

58. Electric Utilities 

59. Gas Utilities 

60. Multi-Utilities Water Utilities Power 

Market Factor US Country  
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USE4 Model Coverage  

• Total 20,400+2 assets 

▪ 10,900+ U.S. Domestic Stocks including 5,000 Pink Sheets 

▪ From NYSE, NASDAQ, and American Stock Exchange. Also, includes Pink Sheets and OTC assets  

 

 
 
 

• 70% more coverage than USE3 with 10,800+ new assets. Additions include:  

▪ 6,200+ U.S. Stocks, 75% more than USE3 

▪ 450+ ADRs, 45% more than USE3 

▪ 3,900+ Foreign Listings of U.S. companies 

 

• 370 ETFs3 

  

                                                             

 
2 As of 28-Mar-2012 

3 Based on Models Direct SM files as of July 2012. Coverage may vary in other products. 

53%38%

8%
1%

Domestic Assets

Cross-listed Assets

ADRS

GDRs
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Client Service Information is Available 24 Hours a Day 
cl ientservice@msci.com 

Notice and Disclaimer 
• This document and all of the information contained in it, including without limitation all text, data, graphs, charts (collec tively, the “Information”) is the property of MSCl Inc. or its 

subsidiaries (collectively, “MSCI”), or MSCI’s licensors, direct or indirect suppliers or any third party involved in making or compiling any Information (collectively, with MSCI, the 
“Information Providers”) and is provided for informational purposes only.  The Information may not be reproduced or redisseminated in whole or in part without prior written permission  
from MSCI.  

• The Information may not be used to create derivative works or to verify or correct other data or information.   For example ( but without limitation), the Information many not be used  to 
create indices, databases, risk models, analytics, software, or in connection with the issuing, offering, sponsoring, managing or marketing of any securities, portfolios, financial products or 
other investment vehicles utilizing or based on, linked to, tracking or otherwise derived from the Information or any other MSCI data, information, products or services.   

• The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information.  NONE OF THE INFORMATION PROVIDERS MAKES ANY EX PR ESS O R  
IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE INFORMATION (OR THE RESULTS TO BE OBTAINED BY THE USE THEREOF), AND  TO THE MAXIMUM EXTENT 
PERMITTED BY APPLICABLE LAW, EACH INFORMATION PROVIDER EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT LIMITATION, ANY IMPLIED WAR R AN TIES O F 
ORIGINALITY, ACCURACY, TIMELINESS, NON-INFRINGEMENT, COMPLETENESS, MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE 
INFORMATION. 

• Without limiting any of the foregoing and to the maximum extent permitted by applicable law, in no event shall any Information Provider have any liability regard ing any of the 
Information for any direct, indirect, special, punitive, consequential (including lost profits) or any other damages  even if notified of the possibility of such damages. The foregoing shall not  
exclude or limit any liability that may not by applicable law be excluded or limited, including without limitation (as applic able), any liability for death or personal injury to the exten t  th at  
such injury results from the negligence or wilful default of itself, its servants, agents or sub-contractors.   

• Information containing any historical information, data or analysis should not be taken as an indication or guarantee of any future performance, analysis, forecast or prediction.  Past 
performance does not guarantee future results. 

• None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), any security, financial product or other investment vehicle or any trading strategy.   

• MSCI’s indirect wholly-owned subsidiary Institutional Shareholder Services, Inc. (“ISS”) is a Registered Investment Adviser under the Investment Adv isers Act of 1940.  Except with respec t  
to any applicable products or services from ISS (including applicable products or services from MSCI ESG Research Information, which are provided by ISS), none of MSC I’s  pro d uc ts o r  
services recommends, endorses, approves or otherwise expresses any opinion regarding any issuer, securities, financial products or instruments or trading strategies and none of MSC I’s 
products or services is intended to constitute investment advice or a recommendation to make (or refrain from making) any kin d of investment decision and may not be relied on as such. 

• The MSCI ESG Indices use ratings and other data, analysis and information from MSCI ESG Research.  MSCI ESG Research is produc ed by ISS or its subsidiaries.  Issuers mentioned or 
included in any MSCI ESG Research materials may be a client of MSCI, ISS, or another MSCI subsidiary, or the parent of, or affiliated with, a client of MSCI, ISS, or another MSCI subsidiary , 
including ISS Corporate Services, Inc., which provides tools and services to issuers.  MSCI ESG Research materials, including materials utilized in any MSCI ESG Indices or other p ro d uc ts, 
have not been submitted to, nor received approval from, the United States Securities and Exchange Commission or any other regulatory body. 

• Any use of or access to products, services or information of MSCI requires a license from MSCI.  MSCI, Barra, RiskMetrics, ISS, CFRA, FEA, and other MSCI brands and product  n ames  are 
the trademarks, service marks, or registered trademarks or service marks of MSCI or its subsidiaries in the United States and  other jurisdictions.  The Global Industry Classification Standard 
(GICS) was developed by and is the exclusive property of MSCI and Standard & Poor’s.  “Global Industry Classification Standard (GICS)” is a service mark of MSCI and Standard & Poor’s. 

About MSCI  
MSCI Inc. is a leading provider of investment decision support tools to investors globally, including asset managers, banks, hedge funds and pension funds. M SCI 

products and services include indices, portfolio risk and performance analytics, and governance tools.  

The company’s flagship product offerings are: the MSCI indices which include over 148,000 daily indices covering more than 70 countries; Barra portfolio risk and 
performance analytics covering global equity and fixed income markets; RiskMetrics market and credit risk analytics; ISS governance research and outsourced proxy 
voting and reporting services; FEA valuation models and risk management software for the energy and commodities markets; and CFRA forensic accounting risk 

research, legal/regulatory risk assessment, and due-diligence. MSCI is headquartered in New York, with research and commercial offices around the world.  

Americas  Europe, Middle East & Africa Asia Pacific  

Americas 
Atlanta 
Boston 
Chicago 

Montreal 
Monterrey 
New York 
San Francisco 
Sao Paulo 

Stamford 

Toronto 

1.888.588.4567 (toll free)  
+ 1.404.551.3212 
+ 1.617.532.0920 
+ 1.312.675.0545 

+ 1.514.847.7506 
+ 52.81.1253.4020 
+ 1.212.804.3901 
+ 1.415.836.8800 
+ 55.11.3706.1360 

+1.203.325.5630 

+ 1.416.628.1007 

Cape Town 
Frankfurt 
Geneva 
London 

Milan 
Paris 

 

+ 27.21.673.0100 
+ 49.69.133.859.00 
+ 41.22.817.9777 
+ 44.20.7618.2222 

+ 39.02.5849.0415 
0800.91.59.17 (toll free) 

 

China North 
China South 
Hong Kong 
Seoul 

Singapore 
Sydney 

Tokyo 

10800.852.1032 (toll free)  
10800.152.1032 (toll free)  
+ 852.2844.9333 
798.8521.3392 (toll free) 

800.852.3749 (toll free) 
+ 61.2.9033.9333 

+ 81.3.5226.8222 

mailto:clientservice@msci.com

