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managed exchange-traded fund (ETF) that seeks to generate current 
income, with a secondary objective of preservation of capital.
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The First Trust Low Duration Strategic Focus ETF is designed to complement a core fixed income strategy and 
will target a duration of three years or less.  The fund seeks to accomplish its objectives by allocating primarily 
among First Trust ETFs, but  may also include other ETFs representing various asset classes, aimed to achieve 
diversification benefits and less interest rate sensitivity when compared to traditional core fixed income 
benchmarks over time. 

S E L E C T I O N
The fund’s portfolio is managed by First Trust Advisors L.P., with selection and portfolio decisions made by an 
Investment Committee, who select the ETFs included in the portfolio through a dynamic approach. The Investment 
Committee manages the selection of the ETFs by leveraging the knowledge of First Trust’s research and portfolio 
management teams who understand the factors that drive risk-adjusted returns within various asset classes. Asset 
classes in the First Trust Low Duration Strategic Focus ETF include, but are not limited to, corporate bonds, floating 
rate loans and fixed-to-floating rate loans, senior loans, emerging market debt, mortgage-backed securities, hybrid 
income securities (including convertible, contingent convertible and preferred securities), government debt and 
other fixed income securities. 

We believe a successful investment process involves a disciplined and theory-driven framework to guide the building 
blocks of the portfolio’s allocation. 

Capital Market Macro/Policy Drivers

•	 First Trust Economic Team and First Trust Strategy Team provide capital market expertise

Asset Level Analysis

•	 First Trust Fixed Income Sub-Committee performs fundamental credit analysis and 
evaluates risk factors impacting each asset type

Portfolio Construction & Implementation

•	 Analyze/review portfolio positioning and risk diversification based on portfolio objectives 
and constraints, final ETF selection

Continuous Monitoring & Risk Management

•	 Review performance attribution, factor exposures and risk relative to target

•	 Review portfolio investment limits

•	 Review capital market assumptions and portfolio allocations

P H I L O S O P H Y
The investment philosophy for the First Trust Low Duration Strategic Focus ETF is based on the belief that a well-informed macroeconomic framework, rigorous credit analysis and disciplined 
portfolio construction can lead to alpha generation within a portfolio. The Investment Committee’s process systematically evaluates relative attractiveness, First Trust’s investment outlook and 
relative valuation among asset classes to determine allocations that we believe will best capture market trends and near term opportunities. This approach seeks to manage interest rate risk 
and credit exposure to arrive at optimal asset class allocations.

The Investment Committee’s core framework is designed around seeking yield with a secondary focus on total return. This investment philosophy is expressed by the Investment Committee 
through an investment process that combines a balance of rigorous bottom-up fundamental credit analysis and disciplined portfolio construction. Risk management is a critical component of 
the entire process and is embedded in both the fundamental credit analysis and portfolio construction. 

I N V E S T M E N T  P R O C E S S  –  A  C O M P R E H E N S I V E  A P P R O A C H  T O  A S S E T  A L L O C AT I O N

Fund Details

Fund Ticker LDSF

Fund Inception Date 1/3/2019

CUSIP 33740F870
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ETF Characteristics
The fund lists and principally trades its shares on The Nasdaq Stock Exchange, LLC.
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, unlike 
mutual funds, shares may only be redeemed directly from the fund by authorized participants, in 
very large creation/redemption units. If the fund’s authorized participants are unable to proceed with 
creation/redemption orders and no other authorized participant is able to step forward to create or 
redeem, fund shares may trade at a discount to the fund’s net asset value and possibly face delisting.

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 security 
owned by the fund, fund shares or securities in general may fall in value. There can be no assurance that 
the fund’s investment objective will be achieved.
An investment in a fund containing securities of non-U.S. issuers is subject to additional risks, including 
currency fluctuations, political risks, withholding, the lack of adequate financial information, and 
exchange control restrictions impacting non-U.S. issuers. These risks may be heightened for securities 
of companies located in, or with significant operations in, emerging market countries. 
The fund’s NAV is determined on the basis of U.S. dollars, if the fund invests in non-U.S. securities, you 
may lose money if the local currency of a non-U.S. market depreciates against the U.S. dollar.
The fund may be composed of a very small number of ETFs, which involves additional risk, including 
limited diversification.
Preferred securities combine some of the characteristics of both common stocks and bonds. Preferred 
securities are typically subordinated to bonds and other debt instruments in a company’s capital 
structure, in terms of priority to corporate income, and therefore will be subject to greater credit risk 
than those debt instruments. 
Certain securities held by the fund are subject to credit risk, call risk, income risk, inflation risk, interest 
rate risk, prepayment risk and extension risk. Credit risk is the risk that an issuer of a security will 
be unable or unwilling to make dividend, interest and/or principal payments when due and that 
the value of a security may decline as a result. Credit risk is heightened for floating-rate loans and 
high-yield securities, because companies that issue loans tend to be highly leveraged and thus are 
more susceptible to the risks of interest deferral, default and/or bankruptcy. Call risk is the risk that 
if an issuer calls higher-yielding debt instruments held by the fund, performance could be adversely 
impacted. Income risk is the risk that income from the fund’s fixed-income investments could decline 
during periods of falling interest rates. Inflation risk is the risk that the value of assets or income from 
investments will be less in the future as inflation decreases the value of money. Interest rate risk is 
the risk that the value of the fixed-income securities in the fund will decline because of rising market 
interest rates. Prepayment risk is the risk that during periods of falling interest rates, an issuer may 
exercise its right to pay principal on an obligation earlier than expected. This may result in a decline 
in a fund’s income. Extension risk is the risk that the average life of a security may extend if the rate of 
prepayments decreases, which increases interest rate exposure.
Convertible securities have characteristics of both equity and debt securities and, as a result, are 
exposed to certain additional risks. 

Mortgage-related securities, including mortgage-backed securities, are more susceptible to adverse 
economic, political or regulatory events that affect the value of real estate. Mortgage- related securities 
are subject to the risk that the rate of mortgage prepayments decreases, which extends the average life 
of a security and increases the interest rate exposure.
Income from municipal bonds held by the fund could be declared taxable because of, among other 
things, unfavorable changes in tax laws, adverse interpretations by the Internal Revenue Service or 
state tax authorities, or noncompliant conduct of a bond issuer. 
Investments in sovereign bonds involve special risks because the governmental authority that controls 
the repayment of the debt may be unwilling or unable to repay the principal and/or interest when due.
Senior floating rate loans are usually rated below investment grade but may also be unrated. 
As a result, the risks associated with these loans are similar to the risks of high yield fixed income 
instruments. High yield securities, or “junk” bonds, are subject to greater market fluctuations and risk 
of loss than securities with higher ratings, and therefore, may be highly speculative. The market for 
high yield securities is smaller and less liquid than that for investment grade securities.
Illiquid securities involve the risk that the securities will not be able to be sold at the time desired by a 
fund or at prices approximately the value at which a fund is carrying the securities on its books.
Covenant-lite loans contain fewer maintenance covenants, or no maintenance covenants at all, then 
traditional loans and may not include terms that allow the lender to monitor the financial performance 
of the borrower and declare a default if certain criteria are breached.
Securities issued or guaranteed by federal agencies and U.S. government sponsored instrumentalities 
may or may not be backed by the full faith and credit of the U.S. government.
The fund currently has fewer assets than larger, more established funds, and like other relatively new 
funds, large inflows and outflows may impact the fund’s market exposure for limited periods of time.
The fund may invest in the shares of other investment companies, which involves additional expenses 
that would not be present in a direct investment in the underlying funds. In addition, the fund’s 
investment performance and risks may be related to the investment performance and risks of the 
underlying funds.
The fund is classified as “non-diversified” and may invest a relatively high percentage of their assets in 
a limited number of issuers. As a result, the fund may be more susceptible to a single adverse economic 
or regulatory occurrence affecting one or more of these issuers, experience increased volatility and be 
highly concentrated in certain issuers.
Actively managed funds are subject to management risk because the advisor or sub-advisor will apply 
investment techniques and risk analyses that may not have the desired result.
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.

Definition
Alpha is an indication of how much an investment outperforms or underperforms on a risk-adjusted 
basis relative to its benchmark.

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.

For Not FDIC Insured  |  Not Bank Guaranteed  |  May Lose Value

D U R AT I O N  A S  A  T O O L  T O  H E L P  M A N A G E  R I S K
Duration is a mathematical calculation of the average life of a debt security (or a portfolio of debt securities) that serves as a measure of its price risk. In general, each year of duration 
represents an expected 1% change in the value of a security for every 1% immediate change in interest rates. For example, if a portfolio of securities has an average duration of three 
years, its value can be expected to fall about 3% if interest rates rise by 1%. Conversely, the portfolio’s value can be expected to rise about 3% if interest rates fall by 1%. Prices of securities 
with lower durations have historically been less sensitive to interest rate changes than securities with higher durations. As a result, lower duration securities have typically held up better 
in rising interest rate environments than those with longer durations.  


