MARKET-LINKED PRODUCTS
MOTIF CAPITAL NATIONAL DEFENSE 7 ER INDEX
Strategy Overview
The Motif Capital National Defense 7 ER Index (the “Index”)
employs a theme-based investment strategy that, as an underlier
in a market-linked product, provides exposure to the national
security theme. The Index:
• Provides exposure to large-cap stocks of certain companies that
may benefit from increased defense-related spending by the
United States (U.S.) and foreign governments
• Employs a disciplined, rules-based investing approach that
annually selects and weights stocks of companies traded on
U.S. exchanges (including American Depository Receipts) that
meet certain financial criteria
• Aims to control risk daily by calculating the realized volatility of
the base index of stocks over the prior 20 business days and if
that exceeds 7%, a portion of the base index is rebalanced into a
money market position sufficient to reduce the realized volatility
for such period to the 7% target

Index Details
Ticker:

MCDER Index

Ticker/RIC:

.MCDER

Index Sponsor:

Motif Capital
Management, Inc.

Calculation Agent:

Solactive AG

Index Type:

Excess Return

Currency:

USD

Index Components:

46

Volatility Target:

7.00%

Index Base Date:

June 20, 2006

Launch Date:

June 1, 2016

• Is calculated on an excess return basis of the total return by
measuring the extent to which the stocks and any money
market position outperform a 3-month USD LIBOR plus 0.75%
per annum servicing fee, accrued daily

Why National Defense Now?
Rising security risk is prompting an increase in defense spending. The
national defense theme invests in companies that produce goods and
services associated with enabling the U.S. and its allies to protect
interests at home and abroad.

For More Information
Call 888.849.5732 or email
AdvisorSupport@incapital.com

For Financial Professional use only. Not for distribution to individual investors.

MOTIF CAPITAL NATIONAL DEFENSE 7 ER INDEX

Top 10 Index Components

Composition of Stocks by Sub-Industry*

TICKER COMPANY
BA

Boeing Co/The

LMT

Lockheed Martin Corp.

GD

General Dynamics

RTN

Raytheon B

NOC

Northrop Grumman Corp.

UTX

United Technologies Corp.

LLL

L3 Technologies Inc.

HRS

Harris Corp.

HII

Huntington Ingalls Industries

TDG

Transdigm Group Inc
Money Market

*As of February 4, 2019. Sub-industry percentages relate only to the stocks that
comprise the Index. The percentages above sum to 100% regardless of whether a
portion of the Index has been allocated to the money market position. Historically, a
very significant portion of the Index (up to approximately 92%) consistently has been
allocated to the money market position.

Building the Index – Using a Disciplined, Rules-Based Investment Process
Constructing the Index
1. The initial universe stems from U.S. exchange-listed common equities (including
American Depositary Receipts).
2. Each year, a list is compiled based on a U.S. Department of Defense (DoD) budget report
used to identify keywords related to Mission Area Categories and Key Initiatives in
national defense.
3. Then, an annual keyword search applied on certain SEC filings criteria to find themerelevant companies.
4. To further narrow down the companies, the Global Industry Classification Standard
(GICS) industry classification is used to identify companies related to:
• Aerospace & Defense
• Construction & Engineering
• Construction Machinery & Heavy Trucks
5. From this list, stock screens are run to remove any companies with certain financial
parameter for the following:
• Average Daily Dollar Volume over most recent 30-day period < $1mm
• Market capitalization < $500mm
• Closing stock price < $1 at any point over last 30 days
• Total revenue< $25mm over previous year
• Has < 60 days historical return data

Determining the Index Weightings
6. Theme exposure is calculated by taking the Total Theme Revenue (sum of revenue from
theme-relevant revenue streams) divided by Total Revenue. Any stock with < 10% theme
exposure is removed.
7. The theme exposure is then multiplied by that company’s market capitalization to determine
the index base weighting. Each underlying stock must have a target weight that falls in the
range of 0.1% to 10%.
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Why Thematic Investing?
The concept of thematic investing can offer investors exposure to macroeconomic themes and trends through carefully
constructed portfolios – or Motifs. A Motif is a basket of stocks that is weighted to reflect an investment theme, market
expectation, or innovative trend.
“After years of budget cuts, there seems to be increased pressure for a larger defense budget amid growing regional

strife across the world, new forms of warfare and technological advancement.1”
-

Motif Capital

1 Motif Capital Management. Ghosh, Tuhin, Andes, Peter, Mok, Raymond, Ryan, Shannan, “Investing in National Defense.”
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This presentation has been prepared by Incapital LLC or an affiliate thereof (“Incapital”). This material is for financial institutional or financial
advisor use only and may not be distributed to any retail investor or other third-party. This presentation is for general information purposes only
and should not be construed as specific tax, legal or investment advice. The information in this presentation is subject to change without notice.
Incapital does not warrant the accuracy or completeness of any information contained herein and provides no assurance that this information
is, in fact, accurate. Data provided by third-party sources is believed to be reliable and there is no representation or warranty as to the current
accuracy of, or liability for, decisions made based on this material. Neither Incapital LLC, its affiliates nor its partners make any
representations or guarantees as to the accuracy or completeness of data from third-party sources.
Incapital LLC and its affiliates explicitly disclaim any responsibility for product suitability or suitability determinations related to individual
investors. This information should not be regarded by recipients as a substitute for the exercise of their own independent judgment and the
information provided herein is not an offer, solicitation or a recommendation to buy, sell or hold any security or investment strategy. There can
be no assurance that the investments shown herein were or will be profitable and this material does not take into account any investor’s
particular investment objectives, financial situation, particular needs, strategies, tax status or time horizon.
Specific investment terms are for illustration purposes only and may not reflect the actual terms of an investment product available for
purchase from Incapital. This presentation may not contain a complete discussion of investment terms or risks and you should only rely on the
information contained in relevant prospectus and/or offering documentation prior to purchasing an investment product or making a
recommendation to a customer. A copy of the relevant registration statement, terms sheet, pricing supplement, preliminary official statement
(POS) and official statement (OS), financial reports and/or other offering information for registered securities and certain exempt securities may
be found at the SEC’s (http://www.sec.gov/edgar.shtml) EDGAR database.
Past performance is no guarantee of future results. All investments carry a certain degree of risk and there is no assurance that an
investment will provide positive performance over any time period. Different time periods and market conditions may result in significantly
different outcomes. The opinions expressed herein are for informational purposes only as of the date of writing and may change at any time
based on market or other conditions and may not come to pass. These views may differ from other investment professionals at Incapital LLC, its
affiliates and its partners. These views are not intended to be relied upon as investment advice or recommendations, do not constitute a
solicitation to buy or sell securities and should not be considered specific legal, investment or tax advice.
This material may include discussions of securities or financial products that Incapital may have positions, long or short, or held proprietarily.
Incapital may execute transactions which may not be consistent with any discussion or conclusion contained herein. Incapital may also have
received compensation for performing investment banking services or be (or has previously been) engaged in soliciting or performing other
services for the issuer(s) of the securities discussed herein. Further, Incapital may have received compensation as a manager or co-manager in
a public offering for the issuer(s) mentioned herein.
The investment products discussed herein are considered complex investment products. Such products contain unique features, risks, terms,
conditions, fees, charges and expenses specific to each product. The overall performance of the product is dependent upon the performance of
an underlying or linked derivative financial instrument, formula, or strategy. Return of principal is not guaranteed and is subject to the credit
risk of the issuer. Investments in complex products are subject to the risks of the underlying reference asset classes to which the product may
be linked, which include, but are not limited to, market risk, liquidity risk, call risk, income risk as well as other risks associated with foreign,
developing or emerging markets, such as currency, political, and economic risks. Depending upon the particular complex product, participation
in any underlying market-linked product is subject to certain caps and restrictions. Any investment product with leverage associated may work
for or against the investor. Market-Linked Products are subject to the credit risk of the issuer. Investors who sell complex products or MarketLinked CDs or Principal Protected Notes prior to maturity are subject to the risk of loss of principal, as there may not be an active secondary
market. You should not purchase a complex investment product until you have read the specific offering documentation and understand the
specific investment terms, features, risks, fees, charges and expenses of such investment.
The information contained herein does not constitute an offer to sell or a solicitation of an offer to buy securities. Investment products
described herein may not be offered for sale in any state or jurisdiction in which such an offer, solicitation or sale would be unlawful or
prohibited by the specific offering documentation.
©2019 Incapital. All rights reserved. Securities offered through Incapital LLC, Member FINRA/SIPC.
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