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Dow Jones U.S. Select Sector Specialty Indices 
Consultation on Capping Methodology Results 

NEW YORK, MARCH 1, 2019: S&P Dow Jones Indices (“S&P DJI”) has conducted a consultation with 
members of the investment community on potential changes to the Dow Jones U.S. Select Sector 
Specialty Indices. 

In an effort to enhance index diversification, S&P DJI will make the changes listed in the table below.  

 Methodology 

 Previous Updated 

Changes (Capping Method 2) (Capping Method 1 and Modified Thresholds) 

Capping 
Method and 
Thresholds 

Each index is weighted by float-adjusted market 
capitalization, subject to the following: 

 The weight of any individual company is 
capped at 25%. 

 The aggregate weight of individual companies 
with weights of 5% or more is capped at 45%. 

 The aggregate weight of the five largest 
companies in the index is capped at 65%. 

If either of the defined single company or 
concentration index weight limits are breached, the 
float-adjusted market capitalization of all components 
are raised to a power such that:  

Index Market Capt = Wt
1−0.01n 

where:  

Wt = Float-adjusted market capitalization of 
component t.  

  n = Number of capping iterations.  

This process is repeated iteratively until the first 
iteration where the capping constraints are satisfied. 

In addition, for the Dow Jones U.S. Select Home 
Construction Index, companies classified as Building 
Materials & Fixtures, Furnishings, and Home 
Improvement Retailers are, in aggregate, capped at 
35% of the index.  

Each index is weighted by float-adjusted market 
capitalization, subject to the following: 

 The weight of any individual company is 
capped at 22.5%.  

 If any company’s weight exceeds 22.5%, that 
company’s weight is capped at 22.5% and all 
excess weight is proportionally redistributed to 
all uncapped companies within the index. If 
after this redistribution, any company breaches 
the 22.5% weight cap, the process is repeated 
iteratively until no company breaches the 
22.5% weight cap.  

 Then, the aggregate weight of the companies in 
the index with a weight greater than 4.5% is 
capped at 45%.  

These caps are set to allow for a buffer below the 
25%, 5%, and 50% limits, respectively.  

In addition, for the Dow Jones U.S. Select Home 
Construction Index, companies classified as Building 
Materials & Fixtures, Furnishings, and Home 
Improvement Retailers are, in aggregate, capped at 
35% of the index. 

These changes will become effective prior to the market open on Monday, March 18, 2019, in 
conjunction with the March 2019 quarterly rebalancing, subject to the following: 

 March 2019 Quarterly Rebalancing.  The updated methodology will be implemented, subject 
to a limit in the percentage weight change for uncapped constituents of 40%.1 

                                                      
1 For example, if an uncapped constituent had a pre- and post-implementation index weight of 2% and 1%, respectively (a 50% weight change 

due to the implementation of the new methodology), the weight would be set at 1.2% (i.e. the weight change would be limited to 40%). 
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 Rebalancings Subsequent to March 2019.   The updated methodology will be implemented 
100% without any weight change limitation for uncapped constituents. 

For more information about S&P Dow Jones Indices, please visit www.spdji.com. 

ABOUT S&P DOW JONES INDICES 

S&P Dow Jones Indices is the largest global resource for essential index-based concepts, data and 
research, and home to iconic financial market indicators, such as the S&P 500® and the Dow Jones 
Industrial Average®. More assets are invested in products based on our indices than products based on 
indices from any other provider in the world. Since Charles Dow invented the first index in 1884, S&P 
DJI has been innovating and developing indices across the spectrum of asset classes helping to define 
the way investors measure and trade the markets. 

S&P Dow Jones Indices is a division of S&P Global (NYSE: SPGI), which provides essential 
intelligence for individuals, companies and governments to make decisions with confidence. For more 
information, visit www.spdji.com. 

FOR MORE INFORMATION: 

S&P Dow Jones Indices 
index_services@spglobal.com 

 

http://www.spdji.com/
http://www.spdji.com/
mailto:index_services@spglobal.com

