First Trust ISE Cloud Computing Index Fund

The Internet has been the driving force
behind many technological advancements
over the last few decades. With smart
phones and other digital devices that can
access the Internet, consumers and
businesses are using computers in far
different ways than we were even a few
years ago. As Internet download speeds
have gotten faster, on-demand computing
is becoming a way of life. A powerful tool
has emerged which is propelling this
technology forward: cloud computing.

What is Cloud Computing?
According to the National Institute of
Standards and Technology, cloud
computing is a model for enabling
convenient, on-demand network access to
a shared pool of configurable computing
resources (e.g., networks, servers, storage,
applications and services) that can be
rapidly provisioned and released with
minimal management effort or service
provider interaction.1
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Some say that cloud computing is the next phase of the evolution of the Internet. Cloud
computing provides a means to store data or software outside of a computer, while
providing access to it from anywhere, at anytime through the Internet. It means that
infrastructure, applications, and business processes can be delivered as a service, over the
Internet (or on a private network). The phrase “cloud computing” originates from the
cloud symbol used by flow charts and diagrams to symbolize the Internet, dating back to
the 1960s.1 Although the image of a cloud to symbolize the Internet is nothing new,
cloud computing as a service is still in its infancy.
One of the key benefits of cloud computing for businesses is lower IT costs. For example,
if a company is using an online storage service, there is no need to buy server hardware
or to pay for staff to maintain the hardware. A cloud can be private, in which a company
operates its own environment and access is subject to the company’s firewall or security
system. It can be public, in which data is accessible to anyone and a company buys
services from a provider who operates the cloud. Or it can be a hybrid, which combines
both public and private clouds.

Growth of Broadband
One of the main requirements for the promise of cloud
computing to continue to evolve is having ever-present,
high-speed access to the Internet. According to the latest
figures prepared by Point Topic and published by
Broadband Forum, the global total of broadband
subscribers soared to over 600 million in the first quarter
of 2012, indicating a further acceleration in growth as
over 100 million new lines were added (20% of the total)
in less than 18 months.
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Benefits of Moving to the Cloud
Lower cost computing power and services: The cloud promises to deliver
computing power and services at a lower cost. This is a major benefit for both small
and large companies, as less capital will be required to build IT capacity.

Increased flexibility and business agility: The cloud is a platform of
enormous potential for building software to address a multitude of tasks and
challenges.

Storage as a universal service: Storing files on a secure, reliable, cloud-based
service helps to eliminate backup concerns and provides access to files anywhere
at anytime.
Payment according to actual use of services: Users pay for resources
as they use them because usage is metered and they pay only for what
they consume.
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High degree of scalability: Resources can be scaled upward for peak demand
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and downward for lighter demand. Applications can also be scaled when adding
users or when requirements change.
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Collaboration among users: The cloud represents an environment in which
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users can develop software-based services and from which they can be delivered
to colleagues in many locations.
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24/7 access: The cloud provides universal access to high-powered computing,
streaming and storage resources from any device that can access the Internet.

Source: Point Topic Ltd.
*Projected

Who Uses Cloud Computing?
Businesses and consumers use “the cloud” everyday, although they may not be aware of it. According to CNBC, a recent survey shows that most
companies are using the cloud in some way. Internet based email, social networking, and streaming movies are all examples of currently available
technology that relies on the cloud to operate. If you have ever made a hotel reservation on-line, it is very likely that it was made possible through
cloud computing.
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The Cloud - At Your Service

There are many companies providing various cloud
computing services. The following are among the
services available for migrating a company’s workload to
a cloud environment:

Infrastructure as a Service (IaaS) – pools basic

Projected Growth of Cloud Revenue (in billions)
n Public Cloud n Private Cloud
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resources such as storage and computer power that are
delivered as a service over the Internet.

Platform as a Service (PaaS) – are on-demand
development platforms on which to build new
application functionality. PaaS is targeted at developers
and simplifies the application development and
deployment process.

Software as a Service (SaaS) – delivers complete,
functional software applications as a service over the
Internet, hosted by the service provider.
Spending on SaaS is projected to reach $14 billion in
2012, up from $12 billion in 2011, and is projected to
reach $27 billion in 2016, according to Gartner Research.
Public cloud services spending for IaaS is projected to
reach $6 billion in 2012, up from $4 billion in 2011, and is
projected to reach $24 billion in 2016. PaaS is expected
to account for $1.2 billion in 2012, up from $0.9 billion in
2011, and is projected to reach $27 billion in 2016.
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Why Consider the First Trust ISE Cloud
Computing Index Fund?
This exchange-traded fund (ETF) provides a convenient
way for investors to take advantage of the positive
trends that are shaping the cloud computing industry.
The ETF provides a way to gain diversified exposure to
various companies involved in all aspects of cloud
computing including network hardware, network
software, storage, and computing services, as well as
companies who provide goods and services in support
of cloud computing.
o We believe that a migration to the cloud will
continue worldwide as evidenced by the growing use
of on-demand computing.
o We believe the migration to a cloud environment will
produce significant growth opportunities for
companies that provide cloud services or build out
infrastructure to support the cloud.
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Predictions
o Research company Gartner predicts IT spending is expected to rise
3% to $3.6 trillion in 2012, largely on the strength of increased
spending on cloud computing. The outlook for this year was raised
from an earlier forecast of 2.5% growth.
o U.S. Government agencies are on track to move 78 systems to the
cloud by the end of the year. And many agencies are using the
savings from things such as email to improve mission critical
systems. The Pentagon plans to reduce the number of data
centers to less than 100 from more than 700. Across the U.S.
government, the Office of Management and Budget set a goal of
consolidating at least 500 data centers by 2015.
(FederalNewsRadio.com)
These predictions are not intended to imply or guarantee future performance. The predictions were
the result of certain market factors and events which may not be repeated in the future.

Technology Investing Risks
The fund is concentrated in stocks of companies in the technology sector. You should be aware that an investment in a portfolio which is concentrated in a
particular sector involves additional risks, including limited diversification. The companies engaged in the technology sector are subject to fierce
competition, high research and development costs, and their products and services may be subject to rapid obsolescence. Technology company stocks,
especially those which are Internet-related, may experience extreme price and volume fluctuations that are often unrelated to their operating performance.
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Fund Objective
This exchange-traded fund seeks investment results that correspond generally to the price and
yield (before the fund’s fees and expenses) of the ISE Cloud Computing™ Index.
o The index is a modified equal dollar weighted index designed to track the performance
of companies actively involved in the cloud computing industry. To be included in the
index, a security must be engaged in a business activity supporting or utilizing the
cloud computing space, listed on an index-eligible global stock exchange and have a
market capitalization of at least $100 million.
o All securities are then classified according to the following three business segments:
n Pure Play Cloud Computing Companies: Companies that are direct service providers
for “the cloud” (network hardware/software, storage, cloud computing services) or
companies that deliver goods and services that utilize cloud computing technology.
n Non Pure Play Cloud Computing Companies: Companies that focus outside the
cloud computing space but provide goods and services in support of the cloud
computing space.

Details
Fund Ticker
Fund Inception Date
CUSIP
Intraday NAV
Index Ticker
Index Inception Date
Expense Ratio
Rebalance Frequency
Primary Listing
Options
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n Technology Conglomerate Cloud Computing Companies: Large broad-based
companies that indirectly utilize or support the use of cloud computing technology.
o The overall weight for each of the three business segments is calculated as follows:
n 10% of the index weight is allocated to technology conglomerate companies.
n The index weight that is allocated to non pure play companies is calculated by
dividing the non pure play companies’ market capitalization by the sum of the pure
play, non pure play and technology conglomerate market capitalizations.
n The remainder of the index weight is allocated to pure play companies.
o Stocks are equally weighted within each of the three classifications.
o The index is reconstituted and rebalanced semi-annually.

You should consider the fund’s investment objectives, risks, and charges and expenses carefully before investing. Contact First Trust Portfolios L.P. at
1-800-621-1675 or visit www.ftportfolios.com to obtain a prospectus or summary prospectus which contains this and other information about the
fund. The prospectus or summary prospectus should be read carefully before investing.

ADDITIONAL RISK CONSIDERATIONS
The fund’s shares will change in value, and you could lose money by investing in the fund. One of the principal risks of investing in the fund is market risk.
Market risk is the risk that a particular stock owned by the fund, fund shares or stocks in general may fall in value.
The fund’s return may not match the return of the ISE Cloud Computing™ Index. The fund may not be fully invested at times. Securities held by the fund
will generally not be bought or sold in response to market fluctuations. The fund may invest in small capitalization and mid capitalization companies.
Such companies may experience greater price volatility than larger, more established companies.
Investors buying or selling fund shares on the secondary market may incur customary brokerage commissions. Investors who sell fund shares may receive
less than the share’s net asset value. Shares may be sold throughout the day on the exchange through any brokerage account. However, shares may only
be redeemed directly from the fund by authorized participants, in very large creation/redemption units.
The fund invests in securities of companies engaged in the cloud computing industry, including companies that provide remote computation, software,
data access and storage services. The risks related to investing in such companies include interruptions or delays in service, security breaches involving
sensitive, confidential information managed and transmitted by cloud computing companies, and regulations that may limit or otherwise affect the
operations of such companies.
The fund is classified as “non-diversified.” A non-diversified fund generally may invest a larger percentage of its assets in the securities of a smaller
number of issuers. As a result, the fund may be more susceptible to the risks associated with these particular companies, or to a single economic, political
or regulatory occurrence affecting these companies.

1-866-848-9727 n www.ftportfolios.com
First Trust Advisors L.P. is the adviser to the fund. First Trust Advisors L.P.
is an affiliate of First Trust Portfolios L.P., the fund’s distributor.

The First Trust ISE Cloud Computing Index Fund is not sponsored, endorsed, sold or promoted by the
International Securities Exchange (ISE). ISE makes no representation or warranty, express or implied, to
the owners of the fund or any member of the public regarding the advisability of trading in the fund.
ISE’s only relationship to First Trust is the licensing of certain trademarks and trade names of the ISE and
of the ISE Cloud Computing™ Index which is determined, composed and calculated by ISE without
regard to First Trust or the fund.
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