First Trust NASDAQ Rising Dividend Achievers ETF
The First Trust NASDAQ Rising Dividend Achievers ETF
is an exchange-traded fund that seeks investment results
that correspond generally to the price and yield (before
the fund’s fees and expenses) of an equity index called
the NASDAQ US Rising Dividend Achievers Index℠.

» Fund Details
Fund Ticker:

RDVY

Exchange Listing Date:

1/7/14

CUSIP:

33738R506

Intraday NAV:

RDVYIV

Expense Ratio:

0.50%

Primary Listing:

NASDAQ

» Index Details
Index Ticker:

NQDVRIST

Index Inception Date:

10/21/13

The Importance of Dividend Growth

Investing in dividend-paying stocks is a time-tested strategy that provides an attractive
combination of income and capital appreciation potential. Although dividend distributions are
never guaranteed, dividends have historically made up a significant portion of stock market total
return. According to Ibbotson Associates, dividends have provided approximately 43% of the
9.84% average annual total return on the S&P 500 Index from 1926 through 2012. Companies that
pay dividends tend to be mature companies and may be less volatile than companies that do not
pay dividends. Dividend paying companies are typically quality companies that have the potential
to grow proﬁts. Since corporations are not obligated to share their earnings with stockholders,
dividends may be viewed not only as a sign of a company’s profitability but also as management’s
assessment of the future. Companies that have initiated or consistently grown their dividends have
provided the most return to shareholders over the long term. Because of this, we believe investors
who stick to a sound strategy of diversification in high quality dividend growing companies could
see benefits in their portfolios over time.
From 1972 through 2012, members of the Standard and Poor’s 500 Index that consistently increased
their dividend payouts, or started making them, rewarded shareholders with a yearly average
annual total return (AATR) of 9.5%, according to data from Ned Davis Research. Those that did not
raise dividends earned an AATR of 7.2% while dividend eliminators provided a negative AATR of
-0.3%. It is important to note that there can be no assurance that companies will declare dividends
in the future or that, if declared, they will remain at current levels or increase over time.
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Dividend Cutters or Eliminators

Common characteristics of companies with
the capacity to grow their dividend:
» They are capable of generating strong free cash
flow and producing sustained earnings and
revenue growth.
» They have a management team that is focused on
adding shareholder value and is disciplined in its
use of cash.
» They raise the bar on their own performance
expectations.
» They possess built-in value and historically have
had less price volatility that makes them generally
more resilient in down markets while having
appreciation potential during earnings-driven up
markets.

Standard Deviation

Source of chart data: Ned Davis Research. Returns based on monthly equal-weighted geometric average of total returns of
S&P 500 component stocks, with components reconstituted monthly. There are material diﬀerences in the dividend policies
of the companies that are the subjects of comparison. Dividend growers and initiators include companies that raised or
initiated dividends during the prior 12 months. Dividend cutters or eliminators include companies that lowered or stopped
paying dividends during the prior 12 months. The performance shown is for illustrative purposes only. Past performance is
no guarantee of future results. The illustration excludes the eﬀects of taxes and brokerage commissions or other expenses
incurred when investing. Investors cannot invest directly in an index. The S&P 500 Index is an unmanaged index of 500
stocks used to measure large-cap U.S. stock market performance. Standard Deviation is a measure of price variability (risk).

ETF Characteristics
The fund lists and principally trades its shares on The NASDAQ Stock Market LLC.
The fund’s return may not match the return of the NASDAQ US Rising Dividend Achievers 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.
Investors buying or selling fund shares on the secondary market may incur customary brokerage commissions. Market prices may diﬀer to some degree from the
net asset value of the shares. 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, unlike mutual funds, shares may only be redeemed directly from the fund by authorized participants, in very
large creation/redemption units.
Not FDIC Insured • Not Bank Guaranteed • May Lose Value

In Search of Dividend Growth, High Quality Matters

Although dividend-paying stocks are a very attractive option for investors, not all of them are
created equal. Simply looking at the size of the dividend may not be the most prudent approach to
dividend investing. Investors may be attracted to high dividend-paying stocks, only to be
disappointed later by a substantial dividend reduction in which case the stock’s price will most
likely take a hit.
A rising dividend strategy is one that focuses on companies that have a history of regularly raising
their dividends. A company that consistently raises its dividend shows it is confident that the
company’s outlook is strong. However, a history of expanding dividend payments does not
guarantee that a company will sustain them. Many rising dividend strategies screen strictly for
historical dividend growth. We believe a more sensible approach includes both historical and
forward looking factors to screen for high quality dividend-growers with the capacity to continue
to increase their dividends over time.
» Earnings per share (EPS) is simply a measure of a company’s total net profits per share of
common stock outstanding. Profits can be reinvested back into the company or paid out to
shareholders in the form of dividends. EPS is very important to dividend growth because
without growth in EPS, there cannot be sustainable growth in the dividend.
» Cash to debt ratio compares a company’s operating cash flow to its total debt to provide an
indication of the company’s ability to cover total debt with its yearly cash flow from operations.
The higher the percentage ratio, the better the company’s ability to carry its total debt.
» Dividend payout ratio provides an idea of how well a company’s earnings support its dividend
payments. Dividend payout ratio is calculated as annual dividend per share divided by earnings
per share.
» While corporate cash levels are at record highs, the ratio of the dividend a company pays to its
earnings, or dividend payout ratio, is still well below average. A high dividend yield combined
with a low payout ratio signals that the company has the potential to sustain its dividend, even
when times get tough.
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Source: Standard & Poor’s. The chart is for illustrative purposes only and
not indicative of any actual investment.
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Source: Bloomberg. The chart is for illustrative purposes only and not
indicative of any actual investment.

Risk Considerations
There can be no assurance that the fund’s investment objective will be achieved. 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 security owned by the fund, fund shares or
securities in general may fall in value.
The fund may invest in securities issued by companies concentrated in a particular industry. The fund may invest in small capitalization and mid capitalization
companies. Such companies may experience greater price volatility than larger, more established companies.
The fund currently has fewer assets than larger funds, and like other relatively new funds, large inﬂows and outﬂows may impact the fund’s market exposure for
limited periods of time.
1-866-848-9727 • www.ftportfolios.com

NASDAQ US Rising Dividend Achievers Index℠ Construction Process

» The NASDAQ US Rising Dividend Achievers Index℠ is comprised of 50 companies with a history of raising their dividends and that exhibit the characteristics to
potentially continue doing so in the future.
» The index construction process considers a company’s earnings growth, levels of cash compared to debt and the amount of earnings that are paid out as
dividends. We believe this creates an attractive blend of historical and forward looking screens intended to measure a company’s ability to grow its dividend,
along with its share price.
» Sector weights differ from traditional dividend paying strategies and are currently tilted toward those with the best dividend growth rates, such as the
technology sector.
Identify the Universe
Begin with the NASDAQ US Benchmark Index and eliminate those
companies classified as a Real Estate Investment Trust by the Industry
Classification Benchmark. The largest 1000 companies with a minimum
three-month average daily dollar trading volume of $5 million are selected.
Examine Historical Financial Results
Every security must meet stringent eligibility criteria:
» Historical dividend increases – have paid a dividend in the trailing
twelve-month period greater than the dividend paid in the trailing
twelve-month period three and five years prior.
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» Earnings per share – have positive earnings per share in the most recent
fiscal year greater than the earnings per share three fiscal years prior.
» Debt ratio – have a cash to debt ratio greater than 50%.

Rank and Select 50 Best Scoring Companies

» Payout ratio – have a trailing twelve-month period payout ratio no
greater than 65%.
Select Companies with Lowest Combined Scores
Eligible securities are ranked by a combined factor of dollar dividend
increase over the previous five year period, current dividend yield, and
payout ratio. In the case of multiple securities having the same
aggregated score, the security with the highest yield will be selected. The
50 eligible securities with the lowest aggregated rank are selected,
subject to a maximum of 30% from any one sector.

3 Month Hold

Index Rebalancing
The index stocks are equally weighted on each rebalancing effective date.
The index is reconstituted annually and rebalanced quarterly.

You should consider the fund’s investment objectives, risks, and charges and expenses carefully before investing. Contact First Trust Portfolios L.P. at 1-800621-1675 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.
Nasdaq®, OMX®, Nasdaq OMX® and NASDAQ US Rising Dividend Achievers Index℠ are registered trademarks and service marks of The NASDAQ OMX Group, Inc. (which with its aﬃliates is referred to as
the “Corporations”) and are licensed for use by First Trust Advisors L.P. The fund has not been passed on by the Corporations as to its legality or suitability. The fund is not issued, endorsed, sold, or
promoted by the Corporations. THE CORPORATIONS MAKE NO WARRANTIES AND BEAR NO LIABILITY WITH RESPECT TO THE FUND.
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.
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