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The First Trust Capital Strength® Barclays
10% Index is a multi-asset class index that
aims to provide stable returns across
different market environments.
The First Trust Capital Strength® Barclays 10% Index (the “Index”) 
creates a diversified portfolio by combining U.S. stocks selected based 
on the Capital Strength® methodology with a  portfolio of four 
Barclays US Treasury futures indices. The Index seeks to enhance 
return and manage risk exposure by adjusting the portfolio’s asset 
allocation on a monthly basis using techniques from Modern Portfolio 
Theory.

To further mitigate risk, the Index aims to maintain its annual 
volatility1 level at or below 10% using  a  procedure called volatility 
control.

1 Volatility is a measure of the degree to which the price of an asset fluctuates. It is widely used as an indicator of investment 
risk.



The Equity Component

2 The Capital Strength® Excess Return Index is based on the First Trust Capital Strength® methodology, which began in March 20, 
2013.

Step 1 Begin with the NASDAQ US 
Benchmark Index

Step 2
Largest 500 companies with a 
minimum three-month average 
trading volume of $ 5 million

Step 3 At least $1 billion in cash or short-
term investment

Step 4 Long-term debt-to-market cap ratio
<30%

Step 5 Return on equity >15%

Step 6
Top 50 companies with the lowest 
combined short- and long-term 
volatility are selected

Step 7 Maximum weight of 30% in any one
industry

Step 8 The Capital Strength Excess Return
IndexSM

The “Equity Component” of the Index is a rules based stock index called the Capital Strength 
Excess Return IndexSM 2. The Capital Strength Excess Return IndexSM aims to provide exposure 
to a portfolio of stocks of well-capitalized U.S. companies with strong market positions that may 
provide stockholders with greater degrees of stability and performance over time.

Index Equity Component Methodology

The Capital Strength® methodology selects
50 U.S. large-cap stocks using the following
criteria: low volatility, high liquidity reserves,
andlow financialleverage.

The Index first filters for large-cap and mid-cap 
stocks byselecting the largest stocks in the 
NASDAQ USBenchmarkthat meet an average 
trading volume minimum.

Bysetting requirements for minimum cashor 
short-term investments and long-term debt-
to- market cap ratios, the Index attempts to 
identify companies with strong balance sheets, 
financialflexibility, lower cost of capital, and cash
to meet liquidity needs.

The filter sets a minimum return on equity
of 15% to favour better and more efficient
allocators of capital.

Lastly,the Index appliesequalweights to the 
50 stocks with the lowest volatility while 
capping exposure at 30% for each industry.
This information is presented for illustrative purposes only and is not a recommendation to invest in any specific security.
Data presented may not be current and is subject to change.

Additional Information on the Index

The Equity Component holds 50 stocks that are selected quarterly. It seeks to assign equal weights to the 
selected companies while limiting the exposure to any given industry sector for diversification purposes. 
Dividends are reinvested.



Combining with the Treasury Component
The Treasury Component of the Index is an equally-weighted portfolio of four Barclays U.S. 
Treasury Futures indices: 2-year, 5-year, 10-year and 30-year.

Constituents of the Treasury Component

• Barclays US 2-year Treasury Futures Index

• Barclays US 5-year Treasury Futures Index

• Barclays US 10-year Treasury Futures Index

• Barclays US 30-year Treasury Futures Index

Every month the index rebalances and calculates a new weight to allocate to the Equity 
Component and the Treasury Component. This is called the “Index Portfolio”. Within the Index 
Portfolio, the combined weight of the Equity Component and the Treasury Component may 
range from 0% to 100% any given month.

Equity Component Treasury Component

Hypothetical examples are provided for illustrative purposes only and may not reflect actual weights or allocations.
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Finding the Optimal Combination
Each month, the Index runs a process called “mean-variance optimization,” which aims to
determine the optimal weights to be allocated to the Equity Component and the Treasury
Component.

The mean-variance optimization processis based on Harry Markowitz’s Modern Portfolio Theory, 
which states that investors can maximizetheir expected return at anygiven risk level through 
diversification. For purposes of the Index, the processworks asfollows:

1. The process considers all combinations of the Equity Component andthe Treasury 
Component, provided that the combined weight of these components does not exceed 
100%.

2. The volatility of each combination is calculated, based on how volatile the two components 
havebeenandhow they havemovedrelative to eachother.

3. All the combinations with annual volatility exceeding the target are eliminated.

4. The processselects the combination with the highest estimated return potential, based on 
the assumption that the risk- adjusted returns offered by the Equity Component and the 
Treasury Component will be comparable the following month.

This combination will be the Index Portfolio for the following month3.

Illustration of the mean-variance optimization process

Hypothetical examples are provided for illustrative purposes only and may not reflect actual weights or
allocations.

3 The sum of weights for the Equity Component and the Treasury Component in the Index Portfolio may be less than or 
equal to 100%. The combined weight of these components may not exceed 100%.
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10% Volatility Control
Tofurther mitigate risk, the Index applies an additional volatility control procedure that decreases 
or increases the Index’s exposure to the Index Portfolio when necessary to maintain anannual 
volatility level at or below 10%.4

Not invested 
Weight due to 

Volatility Control

Hypothetical examples are provided for illustrative purposes only and may not reflect actual weights or allocations.

If the target exposure level calculated on any trading day differs from the actual exposure level by 5
percentage points or more, the Index will adjust its actual exposure level to the Index Portfolio on
the following trading day to match this target level.The purpose of adjusting the Index’s exposure
to the Index Portfolio is to maintain the level of risk below the upper threshold limit of 10% asthe
market environment changes.

• If the recent volatility of the Index Portfolio
exceeds 10%, the target exposure to the
Index Portfolio will be lessthan 100%, and
the residual weight will be
un-invested.

• If the recent volatility of the Index 
Portfolio is below 10%, the target
exposure to the Index Portfolio may exceed
100% andcanbeupto 300%.

4 For purposes of calculating Index Portfolio volatility in the volatility control procedure, the daily returns of the Index Portfolio are 
calculated as the weighted average of component daily returns using weights determined during the most recent monthly rebalance.
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In Conclusion…
An investment in products linked to the First Trust Capital Strength® Barclays 10% Index involves 
fees, costs, and risks. You should consult with professional advisors before making any investment 
that is based on the performance of the Index. For more information on the Index, please visit 
https://indices.barclays/CapStrength10.

Considerations
Because the Index is includes a Treasury Component, it may underperform in a rapidly rising 
interest rate environment
Because the index includes a volatility control mechanism, it may underperform during an equity 
market rally that occurs immediately after a period of elevated volatility when the Index would have 
reduced its exposure
The Index is an excess return index. The performance of excess return indices track the 
performance in excess of the risk free rate. 



First Trust Capital Strength® Barclays 10% Index
Risk Factors
An investment based on the performance of the Index 
involves fees, costs and risks. The following is a 
summary of these fees and costs and certain risks 
associated with the Index. You should consider the 
following, consult with your advisors, and read any 
product documentation carefully before investing in 
any financial product based on the performance of the 
Index.
The equity component reinvests all dividends paid on 
the underlying stocks. The index makes the following 
deductions from the Index level: (1) a fee of 0.50% per
year on the aggregate exposure to the equity and 
treasury components which is deducted from the Index 
level on a daily basis , and (2) a financing cost equal to 
the 1-month US dollar LIBOR rate (before March 22, 
2022) or SOFR plus 0.1145% (March 22, 2022 onwards) 
on the notional exposure of the Index to the equity 
component, which may be increased or decreased in 
the aggregate by the volatility control mechanism. 
These deductions will be reflected in the calculation of 
the daily Index level and will reduce Index performance, 
and the Index will underperform similar portfolios from 
which these fees and costs are not deducted.
The Index may produce negative returns if the U.S. 
equity market and/or the U.S. Treasury market have 
negative performance.

The strategy reflected in the Index may be unsuccessful. 
The Capital Strength Excess Return IndexSM investment 
methodology may not be successful in identifying stocks 
of companies with strong market positions, and the 
Equity Component may underperform broad equity 
market benchmarks. In addition, the allocation between 
stocks and Treasury futures reflected in the Index at any 
time may not be optimized and may underperform a 
different allocation between the two asset classes.

Because the Capital Strength Excess Return IndexSM

includes a limitation on the exposure to any given 
industry sector, the Index may limit exposure to stocks 
within a sector experiencing positive performance, which 
may result in the Index underperforming a similar 
strategy without this limitation.

The volatility control mechanism included in the Index 
may not achieve its intended goal, and the Index may not 
be successful in maintaining its volatility at or below 10%. 
The mean-variance optimization process and the 
volatility control mechanism will determine the Index’s 
exposure to the Equity Component and Treasury 
Component. If the Index’s total exposure to the Equity 
Component and Treasury Component is greater than 
100%, any negative performance of the components 
may be magnified, and the level of the Index may 
decrease significantly. In addition, if the Index’s total 
exposure to the Equity Component and Treasury 
Component is less than 100%, the difference will not be 
invested and will earn no return.



First Trust Disclaimer
FIRST TRUST®, FIRST TRUST & Design®, and FIRST TRUST CAPITAL STRENGTH® are trademarks of First Trust Portfolios L.P. 
(collectively, with its affiliates, “First Trust”).  The foregoing trademarks have been licensed for use for certain purposes by Barclays and 
Delaware Life Insurance Company (collectively, the “Licensees”) in connection with the First Trust Capital Strength® Barclays 5% Index 
and First Trust Capital Strength® Barclays 10% Index (collectively, the “Indexes”) and certain products utilizing the Indexes (collectively, 
the “Products”).

NASDAQ®, NASDAQ US BENCHMARKTM INDEX, and CAPITAL STRENGTH TOTAL RETURNTM INDEX are trademarks of Nasdaq 
OMX Group, Inc. (collectively, with its affiliates, “Nasdaq”).  The NASDAQ US Benchmark Index and Capital Strength Total Return Index 
(“Nasdaq Indexes”) are products of Nasdaq.  The foregoing indexes and trademarks have been licensed for use for certain purposes by 
First Trust and Licensees in connection with the Indexes and Products.  

The Indexes are not sponsored, endorsed, sold or promoted by NASDAQ.  FIRST TRUST AND NASDAQ MAKE NO WARRANTY, 
EXPRESS OR IMPLIED, AS TO RESULTS TO BE OBTAINED BY BARCLAYS, A PRODUCT ISSUER, THE INVESTORS IN THE PRODUCT, 
OR ANY OTHER PERSON OR ENTITY FROM THE USE OF THE MARKS, INDEXES OR METHODOLOGY (THE CAPITAL STRENGTH 
METHODOLOGY USED AS A COMPONENT OF THE INDEXES).  FIRST TRUST AND NASDAQ EXPRESSLY DISCLAIM ALL 
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE OF THE INDEXES OR METHODOLOGY.

The Products are not issued, sponsored, endorsed, sold, recommended, or promoted by First Trust, Nasdaq, or their respective 
affiliates (collectively, the “Companies”). The Companies do not make any representation regarding the advisability of investing in the 
Products, products based on the Indexes, Nasdaq Indexes, or any Barclays indices that are components of the Indexes (“Barclays 
Indices”), do not make any warranties or bear any liability with respect to such products, and do not make any warranties or bear any 
liability with respect to the Products, Indexes, or another party’s index.

THE COMPANIES DO NOT GUARANTEE THE ADEQUACY, ACCURACY, TIMELINESS, COMPLETENESS, AND/OR UNINTERRUPTED 
CALCULATION OF THE PRODUCTS, INDEXES, NASDAQ INDEXES, BARCLAYS INDICES, OR ANY DATA INCLUDED THEREIN OR ANY 
COMMUNICATION WITH RESPECT THERETO, INCLUDING, ORAL, WRITTEN, OR ELECTRONIC COMMUNICATIONS.  THE 
COMPANIES SHALL HAVE NO LIABILITY FOR ANY ERRORS, OMISSIONS, OR INTERRUPTIONS IN THE PRODUCTS, INDEXES, 
NASDAQ INDEXES, OR BARCLAY’S INDICES.  THE COMPANIES MAKE NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE RESULTS 
TO BE OBTAINED BY LICENSEES, OWNERS OF THE PRODUCTS OR OF PRODUCTS BASED ON THE INDEXES, NASDAQ INDEXES, 
OR BARCLAYS INDICES, OR BY ANY OTHER PERSON OR ENTITY FROM THE USE OF THE INDEXES, NASDAQ INDEXES, OR 
BARCLAYS INDICES, OR ANY DATA INCLUDED THEREIN. 

Disclaimers
Barclays Bank PLC is the owner of the intellectual property and licensing rights relating to the Index. The Index is operated by Barclays Index 
Administration, an independent index administration function within Barclays Bank PLC. Barclays Bank PLC may terminate the appointment 
of, and replace, the Index Sponsor with a successor index sponsor. Following the termination of the appointment of the Index Sponsor, 
Barclays Bank PLC will publish an announcement of that termination and the identity of the successor index sponsor on indices.cib.barclays
(or any successor website) as soon as reasonably practicable.

Barclays does not guarantee the accuracy and/or completeness any Index, any data included herein, or any data from which it is based, and 
Barclays shall not have any liability for any errors, omissions, or interruptions therein. Barclays does not make any warranty, express or 
implied, as to the results to be obtained from the use of an Index. Barclays expressly disclaims all warranties of merchantability or fitness for 
a particular purpose or use with respect to an Index or any data included therein. Without limiting any of the foregoing, in no event shall 
Barclays have liability for any special, punitive, indirect or consequential damages, lost profits, loss of opportunity or other financial loss, even 
if notified of the possibility of such damages.

None of Barclays, any of its affiliates or subsidiaries nor any of its directors, officers, employees, representatives, delegates or agents 
shall have any responsibility to any person (whether as a result of negligence or otherwise) for any determination made or anything done 
(or omitted to be determined or done) in respect of any Index or publication of the levels of any Index and any use to which any person 
may put any Index or the levels of any Index. In addition, although Barclays reserves the right to make adjustments to correct previously 
incorrectly published information, including but not limited to the levels of any Index, Barclays is under no obligation to do so and 
Barclays shall have no liability in respect of any errors or omissions.

Nothing in any of the disclaimers set forth above will exclude or limit liability to the extent such exclusion or limitation is not permitted by
law.

© Barclays 2024.All rights reserved. GMFT10235BR
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