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It has been almost two full years since E-mini MSCI Emerging 
Markets futures contract were initially listed by CME in late October 
2007. Given the recent global financial crisis, it is time to review how 
the increased volatility in the market has impacted the performance 
of the futures contract with respect to its tracking error versus the 
underlying index. Therefore, we have updated the tracking error 
history to include the nine-month period following the last study. 

With October 2007 being the first full calendar month of the 
contract, we can show performance of the last 22 full months.  
We observed that:

•	 The monthly tracking error average during the past 22 months  
is attractively low, at just a few basis points;

•	 The monthly performance, however, does show considerable 
volatility, and was most pronounced in estimated standard 
deviation during the end of last year. The estimated standard 
deviation of 229 basis points was a result of the recent  
heightened variability. But note that there is a distinct pattern  
to the fluctuation, so that if a large deviation one month occurs 
one month, an offsetting deviation generally occurs in the 
following month.

As we have reasoned in the previous article, the pattern behavior may 
be explained by the asynchronous closing time between the futures 
and the underlying cash market: The 800 stocks from 25 emerging 
markets countries are traded in 11 different time zones. The monthly 
performance of the futures contract is measured against the closing 
price of the futures at 3:15 p.m. Chicago time and the end of each 
calendar month. Asian markets, which represent almost 45 percent 
of the Index, would have closed some 13 hours prior to this time. 
Information flow during the American time zone will impact both 
futures and the underlying stocks, but the latter would not show up 

until the following business day. As such, the same-day cash index 
would not have reflected the latest market movements. Because the 
underlying index trails the futures in this sense, the unaccounted-
for market movement will be reflected in the performance of the 
underlying Index in the next calendar month, causing the tracking 
error to reverse.

Monthly Performance Monthly Tracking Error
Index/Net Index/Gross Futures vs. Net vs. Gross

Nov-07 -7.09% -7.08% -8.46% -1.37% -1.37%

Dec-07 0.56% 0.56% -0.89% -1.45% -1.45%

Jan-08 -12.53% -12.53% -9.50% 3.03% 3.02%

Feb-08 7.30% 7.30% 3.00% -4.30% -4.30%

Mar-08 -5.17% -5.17% -2.11% 3.06% 3.06%

Apr-08 8.06% 8.07% 8.52% 0.46% 0.45%

May-08 1.85% 1.86% 2.05% 0.20% 0.19%

Jun-08 -10.01% -10.01% -10.44% -0.43% -0.43%

July-08 -3.75% -3.75% -6.50% -2.75% -2.75%

Aug-08 -8.04% -8.04% -6.32% 1.72% 1.72%

Sep-08 -17.53% -17.52% -15.69% 1.84% 1.84%

Oct-08 -27.39% -27.38% -28.34% -0.96% -0.96%

Nov-08 -7.63% -7.63% -7.66% -0.03% -0.03%

Dec-08 7.61% 7.61% 8.98% 1.38% 1.38%

Jan-09 -6.61% -6.61% -10.52% -3.91% -3.91%

Feb-09 -5.70% -5.70% -4.74% 0.96% 0.96%

Mar-09 14.16% 14.16% 19.02% 4.87% 4.87%

Apr-09 16.29% 16.29% 13.65% -2.65% -2.65%

May-09 16.66% 16.66% 17.93% 1.27% 1.27%

Jun-09 -1.53% -1.53% -1.37% 0.16% 0.16%

July-09 10.87% 10.87% 9.29% -1.59% -1.59%

Aug-09 -0.54% -0.54% 0.39% 0.93% 0.93%

Average 0.0203%        0.0179%

Std Dev 2.2900% 2.2900%

Table 1:
E-mini MSCI EM Futures Tracking Error Since Inception
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The contracts in this piece are listed with, and subject to, the rules and regulations of CME.

Futures trading is not suitable for all investors, and involves the risk of loss. Futures are a leveraged investment, and because only a percentage of a contract’s value is required to trade, it is possible to lose more than the amount of money 
deposited for a futures position. Therefore, traders should only use funds that they can afford to lose without affecting their lifestyles. And only a portion of those funds should be devoted to any one trade because they cannot expect to 
profit on every trade.

All references to options refer to options on futures.

CME Group is a trademark of CME Group, Inc. The Globe logo, CME, E-mini and Chicago Mercantile Exchange are trademarks of Chicago Mercantile Exchange Inc. Chicago Board of Trade is a trademark of the Board of Trade of the City of 
Chicago, Inc. NYMEX is a trademark of the New York Mercantile Exchange, Inc.

MSCI®, EAFE® and the MSCI index names are trademarks or service marks of MSCI Inc. or its affiliates and have been licensed for use by Chicago Mercantile Exchange Inc. Futures contracts and options contracts on any MSCI Index (“Index 
Contracts”) are not sponsored, guaranteed or endorsed by MSCI, its affiliates or any other party involved in, or related to, making or compiling such MSCI index. Neither MSCI, its affiliates nor any other party involved in, or related to, making 
or compiling any MSCI index makes any representations regarding the advisability of investing in such Index Contracts. Neither MSCI, its affiliates nor any other party involved in, or related to, making or compiling any MSCI index makes any 
warranty, express or implied, or bears any liability as to the results to be obtained by any person or any entity from the use of any such MSCI index or any data included therein. No purchaser, seller or holder of an Index Contract, or any other 
person or entity, should use or refer to any MSCI trade name, trademark or service mark to sponsor, endorse, market or promote this security without first contacting MSCI to determine whether MSCI’s permission is required.

The information within this paper has been compiled by CME Group for general purposes only. Additionally, all examples in this brochure are hypothetical situations, used for explanation purposes only, and should not be considered 
investment advice or the results of actual market experience. All matters pertaining to rules and specifications herein are made subject to and are superseded by official CME rules. Current rules should be consulted in all cases concerning 
contract specifications.

Copyright © 2009 CME Group. All rights reserved.

For more information on E-mini MSCI Emerging Markets Index futures, 
visit www.cmegroup.com/equities.
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