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On April 22, 2013, FINRA issued an interpretive letter on the use of pre-inception index
performance (“PIP”) data in institutional communications. [*] The letter states that FINRA
staff believes that FINRA Rule 2210 permits the use of PIP data in institutional
communications, as defined in Rule 2210(a)(3), in certain circumstances and subject to
certain detailed conditions.

Broadly, the limitations and conditions focus on the types of indices and strategies for
which PIP data may be used; the availability of information about the methodology of the
index; necessary steps to ensure that marketing material that includes PIP data is provided
only to institutional investors; and the presentation of PIP data, including how the data is
calculated, the time period reflected, and required accompanying disclosures. In addition to
these limitations and conditions, the letter sets forth a number of considerations for firms in
determining whether or not to use PIP data.

The letter then reiterates “FINRA’s long standing position that the presentation of
hypothetical back tested performance in communications used with retail investors does
not comply with FINRA Rule 2210(d).”

Mara Shreck
Associate Counsel



endnotes

[*] The guidance is available at

http://www.finra.org/Industry/Regulation/Guidance/Interpretiveletters/P246651.
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