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Mapping the US market since 1984

In 1984, FTSE Russell (previously Russell Indexes) introduced the Russell 3000® Index, the first of its
kind to provide institutional investors with a comprehensive, accurate and objective representation of the
world’s largest and most liquid (US) equity market?.

At the time of inception, existing US equity indexes were unrepresentative of the opportunity set, either
lacking small and mid-cap stocks (missing out on an important source of returns) or being too broad
(causing managers to run up against liquidity and regulatory constraints such as those set out by

the SEC?).

The Russell 3000 Index balances completeness and investability, allowing clients to invest in large

and small cap stocks (separately or in combination) and associated investment styles. It consists of the
well-known Russell 1000® (large cap) and Russell 2000® (small cap) sub-indexes, as well as their growth
and value style components.

All US indexes undergo methodological enhancements over time and, every June, the Russell 3000 is
fully reconstituted to ensure an accurate representation of the evolving US equity market and its
segments.

Now with approximately $12trn benchmarked to them, these indexes are widely accepted by institutional
investors to be the leading US equity benchmarks, aiding performance measurement and passive
investment via products including index funds and exchange-traded funds (ETFs).

! See https://content.ftserussell.com/sites/default/files/russell_fa_fact sheet v5.pdf.
2 SEC = Securities and Exchange Commission.
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Approximately $12trn is
benchmarked to Russell US Index

Approximately $12trn®is now benchmarked to the Russell 1000, 2000, 3000 Indexes and their sub-
components, with 70% of these assets benchmarked to a Russell Growth or Value style index.

Breakdown of assets benchmarked to a Russell index

Microcap & Mega cap
= Russell Midcap®
= Russell 2000® (Small cap)
= Russell 3000® (Broad cap)

= Russell 1000® (Large Cap)

1,000 + 2,000 = 3,000.

It’s really that simple.

The Russell 1000 Index—The largest 1,000 stocks by market cap, comprehensively covering the large
cap opportunity set.

The Russell 2000 Index—The next 2,000 largest stocks by market cap, comprehensively covering the
small cap opportunity set.

The Russell 3000 Index—This broad cap index of the top 3,000 US stocks by market cap covers 98% of
the US equity investable universe.

The shortcomings of existing US equity benchmarks led to the launch in 1984 of the Russell 3000
Index, the first index to balance broad market representation with investor accessibility and to weight
the index according to float (our innovation).

w

Data as of December 31, 2021 as reported on April 1, 2022 by eVestment for active institutional funds, Morningstar for active retail mutual
funds, insurance products, and ETFs, and passive assets directly collected by FTSE Russell. AUM includes blended benchmarks and excludes
futures and options. AUM data does not include active and passive assets not reported to a third-party source or FTSE Russell. For funds
where the AUM was not reported as of December 31, 2021, the previous period AUM was used as an estimate. No assurances are given by
FTSE Russell as to the accuracy of the data.

FTSE Russell




Product Profile | Equity

Four design principles of our US
Indexes

Principle I: A “naive” construction approach

A benchmark should yield the return and risk an investor could obtain without any extraordinary
knowledge of the investment opportunity set;

Principle Il: Completeness

Given the purpose of a benchmark, it should include all the assets available for investment;

Principle Ill: Simplicity

A benchmark should be constructed using a transparent methodology that can be replicated by users;
Principle IV: Representative weighting

A benchmark should be capitalization-weighted and then float-adjusted wherever possible as restricted
shares, shares that are never traded, or shares otherwise not available for purchase do not reflect the
true opportunity set.

FTSE Russell
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Why float adjustment matters

We pioneered the float adjustment method in 1984 and continuously adjust our index membership
weights for free float shares.

Below is an example of why float adjustment, as referenced in Principle IV (representative
weighting), matters.

An extraordinary S&P 500 Index inclusion effect occurred on December 7, 1999, the day before Yahoo!
Inc. was added to the index. On that day, Yahoo!’s price rose by $67.25 per share or 24%. Why? The
reason had to do with the way the S&P 500 is weighted.

Yahoo! was included in the index at its full capitalization weight, even though most of the company’s
shares were held by employees, venture capitalists and other investors who are restricted in their ability
to sell the shares.

In reality, only approximately 10% of the shares were actually available for purchase—in other words,
Yahoo!'s free float did not match its capitalization. Amongst passive US equity funds worldwide, S&P had
the largest volume of assets tracking its index at the time. Therefore, a significant number of index funds
had to buy the stock to replicate the index weight, creating a mismatch in supply and demand and
resulting in a huge price spike.

FTSE Russell




Product Profile | Equity

The annual Russell Index
reconstitution

The Russell 3000 is reconstituted once a year, as with all of our indexes, towards the end of June.
Reconstitution refers to the addition and deletion of securities to and from the index and the adjustment
of the weights among the securities in the index.

Each year as of the rank date, all eligible stocks in the US are ranked by total market capitalization in
descending order.

Starting with all US equity securities (around 7,000 individual companies), we first remove ineligible
securities such as those trading below the minimum price, or those with inadequate liquidity. This step
reduces the list to around 5,000 companies. We then capture and rank the largest 4,000 by total market
capitalization above $30 million, the largest 3,000 of which form the Russell 3000 Index.

The largest 1,000 stocks in the Russell 3000 Index become the large cap Russell 1000 Index, and the
next 2,000 stocks become the Russell 2000 Index.

One of the most highly anticipated US market events each year, our annual reconstitution, is of utmost
importance due to the dynamism of the stock market. Successful companies grow, resulting in a rise in
their stock price and, consequently, a rise in capitalization. Other companies are less successful and their
stock price declines. Annual reconstitution ensures that the Russell Indexes reflect these changes on a
predictable schedule. Russell research and Russell client sentiment has supported the annual rebalance
schedule, as it strikes a reasonable balance between accurate representation and cost.*

Russell’s annual reconstitution

Start with all US equity securities
~7,000 Securities

~5,000 Securities
Remove ineligible securities

4,000 Securities

3,000 Securities
Rank and capture top 4,000 securities above $30M

o Create the Russell 3000 for US securities

Our unbiased approach to capturing the US market defines the breaks between large, mid and small cap
and determines where companies fall along the growth/value spectrum.

Note: If there are fewer than 4,000 eligible companies above $30M in size, the Russell 3000 Extended
Index will contain fewer than 4,000 companies.

4 Reconstitution frequently asked guestions | FTSE Russell.
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Russell US Style Indexes

The Russell US Style Indexes, introduced in 1987, measure the performance of the growth and value
investment styles, as well as the defensive/dynamic styles introduced in 2011.

The Russell Growth and Value Indexes use several variables to determine categorization as to whether a
company is part of the growth or value investment universe: book-to-price, I/B/E/S two-year forecast
growth and historical five-year sales-per-share growth.

The Russell Defensive and Dynamic Indexes segment the US equity market according to stocks’
sensitivity to economic cycles, credit cycles and market volatility.

When company stock characteristics do not allow for an absolute style distinction, the Russell Style
Indexes proportion the firm’s market capitalization to both growth and value stocks.

However, there is no double counting and sub-indexes roll up to the parent index: for example, the
Russell 3000 Value Index and the Russell 3000 Growth Index always amount to the Russell 3000 Index.

Since their launch in 1987, the Russell Growth and Value Style Indexes have become widely used as
benchmarks for active management and as the basis for passive investment vehicles. Approximately
$8.5trn is benchmarked to a Russell Style Index, as of December 31, 2021.

FTSE Russell
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A history of enhancements

Since their inception, the Russell US Indexes have undergone four decades of investor-focused
innovation. Notable enhancements include:

— 1980s - First float-adjusted, modular small cap, large cap, and broad market indexes (1984). First
large cap growth and value indexes (1987). Annual reconstitution from 1989.

— 1990s — Additional size segments, small cap style indexes (1993), multi-variable style methodology
and distribution of some stocks across both growth and value indexes (1993).

— 2000s — Primary exchange pricing (2002), reconstitution effective date fixed as last Friday in June,
Nasdaq Closing Cross (2004), added “provisional” reconstitution files, IPOs added quarterly (2004),
banding around market cap breakpoints (2007).

— 2010s - Style methodology enhancements (2011), launch of alternatively-weighted indexes,
acquisition of Russell Investments by LSEG (2014), addition of voting rights rule (2017), launch of the
FTSE Global Style Index Series (2019). If the last Friday in June falls on the 29th or 30th, the Russell
Index reconstitution effective date is the previous Friday (2013).

Four decades of innovation
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12/31/1978

January 1984

The launch of the Russell 1000,
Russell 2000 and Russell 3000
indexes introduced the first

indexes to balance broad market
representation with investor
accessibility. These indexes
were the first to segment the
market into large and small cap.
Russell Indexes were also the
first to float-adjust, with history
starting December 1978.

January 1987

Russell 1000 Style Indexes
launched, the first of their kind.

June 1989

Frequency of Reconstitution
changed from semi-annual to
annual based on research and
client feedback, to balance
market representation with
minimal turnover.

June 1993

Russell 2000 Style Indexes
launched, using multi-variable
style methodology back to
inception as of December 1978.
Companies could be assigned
to both growth and value.

June 1995

Russell 1000 Style Indexes
adopt multi-variable style
methodology.

January 2002
Began using primary exchange
pricing rather than composite

price to improve index
replicability.

Nov 1991

Russell Midcap.

September 1992

June 1990

Russell Top 200.

Russell 2500™ Index

31/01/1981
28/02/1983
31/03/1985
30/04/1987

e Russell 3000 Index

31/05/1989
30/06/1991
31/07/1993
31/08/1995

Methodology enhancement

June 2004

Effective data changed to last
Friday in June to avoid US
holiday-related market illiquidity.
Enhanced index files allow
managers to rebalance on
referred date. Nasdaq Closing
Cross implemented as source
for closing prices, improving
replicability.

September 2004

Eligible IPOs added to indexes
quarterly rather than annually,
reducing reconstruction turnover
while improving market
representation.

June 2005

Russell Microcap,
Russell 3000 Extended
Index.

30/09/1997
31/10/1999
30/11/2001
31/12/2003

Index launches

June 2007

Branding incorporated around
market cap breakpoints for
existing index members,
reducing turnover and ensuring
movement between small and
large cap only when material. If
Recon date falls on 28,29,30,
June then Recon takes place on
the previous Friday.

February 2011

Russell Stability Indexes

launched, representing the third
dimension of style based on
quality and volatility metrics.

June 2011

Implemented banding for style
assignment to prevent the
occurrence of smaller, less
meaningful movements.

31/01/2006
29/02/2008
31/03/2010
30/04/2012

June 2013

If Recon date falls on 29 or 30,
previous Friday.

September 2017

Minimum 5 percent voting rights
hurdle introduced for new
constituents. Five-year
grandfathering period for
existing constituents.

June 2017

Reconstitution rank day
moved to an earlier date in
May (from month-end). Style
indexes still ranked at end of
May. Free float and share
changes implemented
quarterly (from annually and
monthly, respectively).

March 2019

FTSE Global Style Index
Series.
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31/05/2014
31/07/2018
31/08/2020

Russell 3000 Index Cumulative Total Return
12/29/1978-01/31/2023 USD: 13,191%

Russell 3000 Index Annualized Total Return
12/29/1978/-01/31/2023 USD, 11.73%

June 2023

Reconstitution data
cut-off date updated
to Rank Day in April
(last business day).

ETSE FAQ
Document Russell
US Equity 2023.pdf
(ftserussell.com)

31/01/2023




ABOUT FTSE RUSSELL

FTSE Russell is a leading global provider of index and benchmark solutions, spanning diverse asset classes and investment objectives. As a trusted
investment partner we help investors make better-informed investment decisions, manage risk, and seize opportunities.

Market participants look to us for our expertise in developing and managing global index solutions across asset classes. Asset owners, asset
managers, ETF providers and investment banks choose FTSE Russell solutions to benchmark their investment performance and create investment
funds, ETFs, structured products, and index-based derivatives. Our clients use our solutions for asset allocation, investment strategy analysis and
risk management, and value us for our robust governance process and operational integrity.

For over 35 years we have been at the forefront of driving change for the investor, always innovating to shape the next generation of benchmarks
and investment solutions that open up new opportunities for the global investment community.

CONTACT US
To learn more, visit Iseg.com/ftse-russell; email info@ftserussell.com; or call your regional Client Service team office:
EMEA +44 (0) 20 7866 1810 Asia-Pacific
North America +1 877 503 6437 Hong Kong +852 2164 3333
Tokyo +81 3 6441 1430
Sydney +61 (0) 2 7228 5659
Disclaimer

© 2023 London Stock Exchange Group plc and its applicable group undertakings (the “LSE Group”). The LSE Group includes (1) FTSE International Limited (“FTSE”), (2) Frank
Russell Company (“Russell”), (3) FTSE Global Debt Capital Markets Inc. and FTSE Global Debt Capital Markets Limited (together, “FTSE Canada”), (4) FTSE Fixed Income Europe
Limited (“FTSE FI Europe”), (5) FTSE Fixed Income LLC (“FTSE FI”), (6) The Yield Book Inc (“YB”) and (7) Beyond Ratings S.A.S. (“BR”). All rights reserved.

FTSE Russell® is a trading name of FTSE, Russell, FTSE Canada, FTSE Fl, FTSE FI Europe, YB and BR. “FTSE®”, “Russell®, “FTSE Russell*”, “FTSE4Good®", “ICB®", “The Yield
Book®, “Beyond Ratings® and all other trademarks and service marks used herein (whether registered or unregistered) are trademarks and/or service marks owned or licensed by the
applicable member of the LSE Group or their respective licensors and are owned, or used under licence, by FTSE, Russell, FTSE Canada, FTSE Fl, FTSE FI Europe, YB or BR. FTSE
International Limited is authorized and regulated by the Financial Conduct Authority as a benchmark administrator.

All information is provided for information purposes only. All information and data contained in this publication is obtained by the LSE Group, from sources believed by it to be accurate
and reliable. Because of the possibility of human and mechanical error as well as other factors, however, such information and data is provided “as is” without warranty of any kind. No
member of the LSE Group nor their respective directors, officers, employees, partners or licensors make any claim, prediction, warranty or representation whatsoever, expressly, or
impliedly, either as to the accuracy, timeliness, completeness, merchantability of any information or of results to be obtained from the use of FTSE Russell products, including but not
limited to indexes, data and analytics, or the fitness or suitability of the FTSE Russell products for any particular purpose to which they might be put. Any representation of historical
data accessible through FTSE Russell products is provided for information purposes only and is not a reliable indicator of future performance.

No responsibility or liability can be accepted by any member of the LSE Group nor their respective directors, officers, employees, partners or licensors for (a) any loss or damage in
whole or in part caused by, resulting from, or relating to any error (negligent or otherwise) or other circumstance involved in procuring, collecting, compiling, interpreting, analyzing,
editing, transcribing, transmitting, communicating, or delivering any such information or data or from use of this document or links to this document or (b) any direct, indirect, special,
consequential or incidental damages whatsoever, even if any member of the LSE Group is advised in advance of the possibility of such damages, resulting from the use of, or inability
to use, such information.

No member of the LSE Group nor their respective directors, officers, employees, partners or licensors provide investment advice and nothing in this document should be taken as
constituting financial or investment advice. No member of the LSE Group nor their respective directors, officers, employees, partners or licensors make any representation regarding
the advisability of investing in any asset or whether such investment creates any legal or compliance risks for the investor. A decision to invest in any such asset should not be made in
reliance on any information herein. Indexes cannot be invested in directly. Inclusion of an asset in an index is not a recommendation to buy, sell or hold that asset nor confirmation that
any particular investor may lawfully buy, sell or hold the asset or an index containing the asset. The general information contained in this publication should not be acted upon without
obtaining specific legal, tax, and investment advice from a licensed professional.

The information contained in this report should not be considered “research” as defined in recital 28 of the Commission Delegated Directive (EU) 2017/593 of 7 April 2016
supplementing Directive 2014/65/EU of the European Parliament and of the Council (“MiFID II”) and is provided for no fee.

Past performance is no guarantee of future results. Charts and graphs are provided for illustrative purposes only. Index returns shown may not represent the results of the actual
trading of investable assets. Certain returns shown may reflect back-tested performance. All performance presented prior to the index inception date is back-tested performance.
Back-tested performance is not actual performance, but is hypothetical. The back-test calculations are based on the same methodology that was in effect when the index was officially
launched. However, back-tested data may reflect the application of the index methodology with the benefit of hindsight, and the historic calculations of an index may change from
month to month based on revisions to the underlying economic data used in the calculation of the index.

This document may contain forward-looking assessments. These are based upon a number of assumptions concerning future conditions that ultimately may prove to be inaccurate.
Such forward-looking assessments are subject to risks and uncertainties and may be affected by various factors that may cause actual results to differ materially. No member of the
LSE Group nor their licensors assume any duty to and do not undertake to update forward-looking assessments.

No part of this information may be reproduced, stored in a retrieval system or transmitted in any form or by any means, electronic, mechanical, photocopying, recording or otherwise,
without prior written permission of the applicable member of the LSE Group. Use and distribution of the LSE Group data requires a licence from FTSE, Russell, FTSE Canada, FTSE
Fl, FTSE FI Europe, YB, BR and/or their respective licensors.
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