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S&P Merger Arbitrage Indices Consultation on the 
Cash Component Buffer – Results 

NEW YORK, JULY 12, 2022:  S&P Dow Jones Indices (“S&P DJI”) has conducted a consultation with 
market participants on potential changes to the S&P Merger Arbitrage Indices. 

In order to prevent situations where adding a stock could cause the cash component to go negative, 
S&P DJI is modifying the cash buffer. With this modification, the cash buffer will change to a projected 
0.5%. Additionally, S&P DJI is modifying the cash component weight rules so that they encompass any 
number of positions rather than just when the index has 40. With this change, if the projected cash 
component is less than 1.5% at the time of an eligible merger announcement, the worst performing 
cash deal(s) will be removed until the projected index cash position becomes at least 2%, regardless of 
the position count. The tables below summarize the changes.  

Methodology Constituent Weightings 

Previous 

If, at the time of the addition, the projected cash position represents less than 3% for the S&P Merger 
Arbitrage Indices, or less than 2.5% for the S&P Long-Only Merger Arbitrage Indices, is negative or would 
be potentially negative at the time of the addition, the long position index shares will be based on the deal 
price. It will be assigned a weight equal to the weight of the cash component on the effective date of the 
addition, as projected on the reference date, less a 5% buffer. The short position is added at the deal 
ratio. 

Updated 

If, at the time of the addition, the projected cash position represents less than 3% for the S&P Merger 
Arbitrage Indices, or less than 2.5% for the S&P Long-Only Merger Arbitrage Indices, is negative or would 
be potentially negative at the time of the addition, the long position index shares will be based on the deal 
price. It will be assigned a weight equal to the weight of the cash component on the effective date of the 
addition, as projected on the reference date, leaving a 0.5% projected weight in cash to serve as a 
cash buffer.  The short position is added at the deal ratio. 

 
Methodology Replacements due to Cash Level 

Previous 

If, at the time of a merger announcement where the merger is eligible for the index, there are less than 40 
positions in the index and the cash component weight is less than 1.5% in the index, the worst 
performing long-only deal(s) are removed until the index cash position becomes at least 2% to 
accommodate the inclusion of the new deal. 

Updated 
If, at the time of a merger announcement where the merger is eligible for the index, the cash component 
weight is less than 1.5% in the index, the worst performing long-only deal(s) are removed until the index 
cash position becomes at least 2% to accommodate the inclusion of the new deal. 

These changes will take effect prior to the open on Monday, July 18, 2022. 

Please note that the S&P Merger Arbitrage Indices Methodology on S&P DJI’s website is being 
updated to reflect these changes. 

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

 

 

https://www.spglobal.com/spdji/en/documents/indexnews/announcements/20220617-1453396/1453396_spmergerarbitrageindicesconsultationonthecashcomponentbuffer6-17-2022.pdf
https://www.spglobal.com/spdji
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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.spglobal.com/spdji. 
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S&P Dow Jones Indices 
index_services@spglobal.com 
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