Methodology overview

FTSE RAFI™ Low Volatility Index Series

Objective

The FTSE RAFI™ Low Volatility Index Series Series

is part of FTSE's range of alternatively weighted
indexes. The index series is designed to measure

the performance of a basket of low volatility stocks
screened for value. It employs a fundamental weighting
methodology whereby constituent weights are
determined using fundamental measures of company
size rather than market capitalization.

Index series coverage

Developed

Regional
I

Select Countries

Index construction overview

The FTSE RAFI™ Low Volatility Index Series consists of low volatility
companies that are not overpriced. Low volatility stocks are identified both
from an industry and region/country perspective.

The FTSE RAFI™ Low Volatility Index Series is reviewed annually before the
first Friday in March. Changes arising from the annual review are implemented
in four stages after the close of business on the third Friday of March, June,
September and December each year.

Features

* Targets low volatility stocks which have
passed screens for value and liquidity.

* By using fundamental measures of
company size to sever the link between
market capitalization and portfolio weight
—and contra-trading against these —The
FTSE RAFI™ Low Volatility Index Series
seeks to deliver a return premium versus
the market benchmark over the long term.

* The index series uses a transparent,
rules-based construction process.

* Liquidity screening ensures the indexes
can be used for the creation of index
tracking products such as ETFs.

* Price and Total Return indexes are
calculated on a real-time and end-of-
day basis.

e The index series is calculated and
published in multiple currencies.

* The universe of eligible constituents is the
FTSE Global All Cap Index.
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Index design

Universe selection: For FTSE RAFI™ Low Volatility Index Series, the regional constituents of the FTSE Global All Cap Index
are used.

-

Fundamental weighting and ranking: The universe of companies is ranked by the average of the four fundamental measures
of company size: book value, cash flow, sales, and dividends. The purpose of this step is to eliminate the return drag from
cap-weighted indexing.

-

Fundamental screening: Companies that are expensive relative to their fundamental value, within their sector and country
group, are flagged for removal. The purpose of this step is to eliminate expensive stocks that would adversely
impact performance.

Low volatility screening: The remaining companies are screened for volatility. The least volatile stocks from each country
then region/industry group are selected to form the index constituents. The purpose of this step is to emphasize broad
diversification across sectors and countries.

-

Index weighting: The index constituents of low volatility stocks are weighted in proportion to their fundamental value.
This is to ensure that the index is not excessively concentrated in a small number of stocks, retains a high level of capacity
and liquidity, facilitates replication, and reduces transaction costs.

-

Index rebalancing: The index is reviewed annually. Changes arising from the annual March review are applied in four stages:
March, June, September and December. The purpose of this step is to improve implementation by spreading rebalancing
related trading throughout the year.
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For more information about our indexes, please visit ftserussell.com.

©2015 London Stock Exchange Group companies.

London Stock Exchange Group companies includes FTSE International Limited (“FTSE"), Frank Russell Company (“Russell”),
MTS Next Limited (“MTS"), and FTSE TMX Global Debt Capital Markets Inc (“FTSE TMX"). All rights reserved.

"FTSE®", “Russell®”, "MTS®", “FTSE TMX®" and “FTSE Russell” and other service marks and trademarks related to the FTSE or
Russell indexes are trademarks of the London Stock Exchange Group companies and are used by FTSE, MTS, FTSE TMX and
Russell under licence.

All information is provided for information purposes only. Every effort is made to ensure that all information given in this
publication is accurate, but no responsibility or liability can be accepted by the London Stock Exchange Group companies nor
its licensors for any errors or for any loss from use of this publication.

Neither the London Stock Exchange Group companies nor any of their licensors make any claim, prediction, warranty or
representation whatsoever, expressly or impliedly, either as to the results to be obtained from the use of the FTSE Russell
Indexes or the fitness or suitability of the Indexes for any particular purpose to which they might be put.

The London Stock Exchange Group companies do not provide investment advice and nothing in this document should be
taken as constituting financial or investment advice. The London Stock Exchange Group companies make no representation
regarding the advisability of investing in any asset. A decision to invest in any such asset should not be made in reliance on any
information herein. Indexes cannot be invested in directly. Inclusion of an asset in an index is not a recommendation to buy, sell
or hold that asset. The general information contained in this publication should not be acted upon without obtaining specific
legal, tax, and investment advice from a licensed professional.

No part of this information may be reproduced, stored in a retrieval system or transmitted in any form or by any means,
electronic, mechanical, photocopying, recording or otherwise, without prior written permission of the London Stock Exchange
Group companies. Distribution of the London Stock Exchange Group companies’ index values and the use of their indexes to
create financial products require a licence with FTSE, FTSE TMX, MTS and/or Russell and/or its licensors.

The Industry Classification Benchmark (“ICB”) is owned by FTSE. FTSE does not accept any liability to any person for any loss
or damage arising out of any error or omission in the ICB.

Past performance is no guarantee of future results. Charts and graphs are provided for illustrative purposes only. Index returns
shown may not represent the results of the actual trading of investable assets. Certain returns shown may reflect back-
tested performance. All performance presented prior to the index inception date is back-tested performance. Back-tested
performance is not actual performance, but is hypothetical. The back-test calculations are based on the same methodology
that was in effect when the index was officially launched. However, back-tested data may reflect the application of the index
methodology with the benefit of hindsight, and the historic calculations of an index may change from month to month based
onrevisions to the underlying economic data used in the calculation of the index.
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FTSE RAFI™ Low Volatility Index Series

FTSE Russell

About FTSE Russell

FTSE Russellis a leading global provider of benchmarking, analytics and data
solutions for investors, giving them a precise view of the market relevant to
their investment process. A comprehensive range of reliable and accurate
indexes provides investors worldwide with the tools they require to measure
and benchmark markets across asset classes, styles or strategies.

FTSE Russell index expertise and products are used extensively by
institutional and retail investors globally. For over 30 years, leading asset
owners, asset managers, ETF providers and investment banks have chosen
FTSE Russell indexes to benchmark their investment performance and create
ETFs, structured products and index-based derivatives.

FTSE Russellis focused on applying the highest industry standards in index
design and governance, employing transparent rules-based methodology
informed by independent committees of leading market participants. FTSE
Russell fully embraces the IOSCO Principles and its Statement of Compliance
has received independent assurance. Index innovation is driven by client
needs and customer partnerships, allowing FTSE Russell to continually
enhance the breadth, depth and reach of its offering.

FTSE Russellis wholly owned by London Stock Exchange Group.

For more information, visit www.ftserussell.com.

To learn more, visit www.ftserussell.com; email index@russell.com, info@ftse.com;

or call your regional Client Service Team office:

EMEA North America
+44(0) 207866 1810 +1877 503 6437

Asia-Pacific

Hong Kong +852 2164 3333
Tokyo +81 3 3581 2764
Sydney +61 (0) 2 8823 3521
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