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FTSE GWA INDEX SERIES METHODOLOGY

The FTSE GWA Index Series is a member of FTSE's range of Investment Strategy indexes. Using the FEATURES
Wealth Allocation methodology developed by Global Wealth Allocation (GWA) the Wealth Weighted

indexes break with the traditional market cap weighted design. The Wealth Weights are calculated from

e A non-speculative, long-term complement

wealth creation factors derived from company fundamentals. The methodology uses audited financial to the market cap weighted index

statements to attain the three wealth factors: book value, cash flow and net profit. *  Anactive management strategy wrapped in

an index with the advantages of passive

Prices, which can be prone to speculation, are not a component of the Wealth Weights. The constituent oy .
management: high capacity, transparency

weights are therefore less affected by market bubbles that can over-expose an investor to individual and easy implementation
companies o sectors. e Wealth Weighted strategy to avoid the
pitfalls of short-term price volatility and

e Book Value = total shareholders’ equity speculation
e Total return indexes are available within
e Cash Flow = net profit and all non-cash charges or credits this series

e Stocks are free-float weighted to ensure

° i = i i i i . . .

Net Profit = income after expenses and minority interest that only the investable opportunity set is
included within the indexes

e Stocks are liquidity screened to ensure that
INDEX CONSTRUCTION OVERVIEW

the indexes are tradable

The FTSE GWA Index Series comprises Wealth Weighted versions of the underlying FTSE All-Share Index, *  The indexes can be used for index-tracking
FTSE Developed Index Series and FTSE Developed and Emerging Market Index Series. Country and funds, ETFs and the trading of derivatives

regional indexes come out of the FTSE GWA Developed Index.

The series includes country indexes for the UK, US, Japan and Australia, and regional indexes for the
Eurozone, Developed Europe, Developed Europe ex UK and Asia Pacific ex Japan ex Australia ex New
Zealand, as well as International indexes, in the form of Developed ex country/regional indexes for the

Eurozone, UK, US, Japan and Australia.

The FTSE GWA Index Series is reviewed quarterly based on data as at the close of business on the
Tuesday following the first Friday of March, June, September and December, taking into account any
additions and deletions planned in the underlying indexes. Changes arising from the reviews are
implemented after the close of the index calculation on the third Friday of March, June, September and

December each year.

FAMILY TREE

FTSE GWA
Index Series

FTSE All-Share Index FTSE Developed Indexes FTSE Developed &
Emerging Market Indexes

FTSE GWA UK Index FTSE GWA Developed Index FTSE GWA Developed FTSE GWA Asia Pacific ex Japan
Europe Index ex Australia ex New Zealand Index

FTSE GWA Developed
Europe ex UK Index

FTSE GWA FTSE GWA FTSE GWA FTSE GWA

US Index Japan Index Australia Index Eurozone Index ex UK Index ex USA Index ex Japan Index ex Australia Index ex Eurozone Index

@ BenchmarkIndexes @ Tradable Indexes



INDEX DESIGN

The FTSE GWA Index Series universe companies are weighted based upon their ability to create wealth using the following three
measures: net profit, cash flow and book value. These Wealth measures are found in a company's profit and loss account and balance sheet.
No forecast data is used, the latest twelve month actuals for each company's three Wealth measures is used for the calculation.

1. The process for calculating a Wealth Weighted index begins by selecting all the constituents of an existing FTSE index. No constituent beyond
the underlying FTSE index is added, likewise no constituents are removed. The FTSE All-Share Index is used for the FTSE GWA UK Index. The FTSE All-World
Index Series is used for the FTSE GWA Developed, country and regional indexes The FTSE All-Share Index contains large, mid and small cap stocks and the
FTSE All-World Index contains large and mid cap stocks.

2. Three Wealth sub portfolios are built, one for each Wealth measure. Companies within each sub portfolio are weighted by their net profit, cash flow
and book value respectively. Companies reporting negative Wealth measures will have a zero weight in that sub portfolio. If a company does not report a
Wealth measure, it enters that sub portfolio at its weight in the underlying market cap weighted FTSE Index.

Each Wealth measure is calculated at a company level rather than a stock level. If a company has two or more lines of stocks in the relevant index,
the company's Wealth measure is allocated between these lines of stock in proportion to the free-float adjusted market capitalisations at the date of the
rebalancing.

3. An average Wealth Weight is calculated for each stock, by taking the average of the three sub portfolio weightings.
4. Each stock weight in the index is normalised, by dividing each percentage figure by the sum of all the percentage figures.

5. A weighting factor which is the ratio of the Wealth Weight and the free-float adjusted market weight is calculated for use by FTSE in
developing the FTSE GWA Index Series.

Example: The FTSE GWA Index Series Construction
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Book Value (%)

Cash Flow (%)

Universe
companies

Net Profit (%)

Calculate average % for each stock

Normalise each % figure to create FTSE GWA Wealth Weight

Wealth Weighting (%)

Wealth weighted stocks allocated to relevant FTSE GWA Index
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