Index Strategy: Rothschild & Co Risk-Based US Index TR (USD)
4th Quarter 2018
Market Review
The S&P 500® Index TR USD (hereafter, “the S&P”) lost -13.5% in the fourth quarter of 2018, bringing its year-end
return to -4.4%. The S&P started the year strongly, following 2017’s 21.8% return with a return of 5.7% in January.
The January return would prove to be the S&P’s best monthly result in 2018 and was followed by consecutive
monthly declines in February and March, the first negative return in 16 months and first consecutive declines in two
years. Following the volatility of the first quarter, the S&P marched higher delivering positive returns from April
through September as positive earnings momentum and supportive economic data offset trade war concerns. The
rebound took the year-to-date return of the S&P to +10.6% by the end of September putting the benchmark index on
pace to break its record nine year annual positive performance streak. However, the record breaking streak was not
to be as the S&P’s fourth quarter of -13.5% led to a -4.4% loss for the entire year and took the market index into
negative territory for the first time in ten years.
Of the S&P’s eleven GICS economic sectors, seven finished the year with negative returns with the worst performers
being Energy (-18.1%), Materials (-14.7%) and Industrials (-13.3%), all impacted by fears of a global economic
slowdown, global trade and slower earnings growth. The best performing S&P sectors for the year were Health Care
(+6.4%), Utilities (+4.1%), and Information Technology (+3.4%). During the steep Q4 decline the only S&P sector to
see a positive return was the Utility sector which rose +1.4%.
Index Performance Review*
The Rothschild & Co Risk-Based US Index TR (hereafter “Index”) outperformed the S&P in the 4th quarter with a
return of -10.2% versus the Index return of -13.5%. For the year, the Index also outperformed the S&P, -3.6% vs.
-4.4%. The 2018 Index returns when compared against the S&P were provided with a 27% reduction in volatility1, a
25% decrease in maximum drawdown1 and 42% higher Sharpe ratio1.
The Index’s lower loss during the quarter compared to the S&P was driven primarily by an overweight to the Utilities
sector and an underweight to the Information Technology (“IT”) sector. During the quarter the Utilities sector was the
best performing of the S&P with a return of 1.4% and the Index benefitted by its large overweight (18.1% vs. 3.1%).
In the IT sector, the Index benefitted a large underweight (8.1% vs. 20.4%) to a sector that lost -17.3% during the
quarter while the Index’s IT holdings lost -15.1%. Other areas that contributed during the quarter included the Index’s
positioning in the Financials sector, where an underweight to Banks and an overweight to Insurance helped to
moderate the -16.2% decline in the sector as Insurance stocks declined less than Banks, and the Materials sector,
where the outperformance was led by stock selection as the Fund’s stocks in the sector declined only -0.2%
compared to the -12.3% loss for those of the S&P sector. On the negative side, the Index was underweight the
Health Care sector (12.4% vs. 15.3%) which detracted from relative returns as the Sector was one of the better
performers for the S&P, losing -8.8%. The Index’s Health Care stocks also underperformed those of the Index with a
-10.6% return.
For the year, the Index’s outperformance was led by its overweight to the Utilities sector which returned 4.0%. The
Index’s differentiated positioning in the Financials sector also helped its relative returns, particularly by a combination
to overweighting Insurance stocks at the expense of Banks and by outperformance in the Banks and Diversified
Financials industry groups. Performance was held back in two areas. First was the IT sector. While the IT sector
saw large losses in the 4th quarter of the year, the sector was positive overall for the year, and the Index underweight
to the sector held back returns. The Index underweight had been driven by the lack of exposure to some of the
largest IT stocks in the S&P, notably Apple, Microsoft and Intel. The second largest area of underperformance for the
Index in 2018 was from the Consumer Discretionary sector. In the sector the Index’s stocks underperformed overall,
losing -6.4% compared with an increase of 1.9% for those in the S&P, combined with a modest overweight allocation
(12.4% vs. 9.9% on average). Also impacting the Index’s relative returns in the Consumer Discretionary sector was
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not owning Amazon as the stock was a strong performer, rising 28.4%, and was a large allocation in the S&P ending
with a 2.9% weight.
Index Positioning
The Index’s sector weights did not change dramatically over the course of the year. The largest sector additions
were to the Financials and Utilities sectors while the largest reductions were in the Healthcare and IT sectors. In the
Utilities sector, the Index started the year with a 12.0% allocation and ended the year with 19%, a large overweight
compared to the S&P’s 3.3% allocation. In the Financials sector, the weight went from 10.6% to start the year to
14.4% by year end, a small overweight compared to the 13.3% weight in the S&P. While the Index ended the year
with a small overweight to the Financials sector, the Index’s positioning was quite different from the S&P as the Index
was underweight both Banks and Diversified Financials and overweight Insurance. The largest reduction over the
course of the year was in the Health Care sector. The Index started the year with 18.1% allocated to Health Care, by
year-end the weight was reduced to 12.0%, while the S&P ended the year with 15.5%. The IT sector started the year
as the Index’s largest underweight with 10.1% compared to 18.7% for the S&P. By year-end the Index’s weight to IT
was further reduced, ending at 6.7% while the S&P’s IT weight increased to 20.1%.
As a systematic risk-based manager, we do not forecast future market events or use expectations of future events to
influence or change the strategy. Rather, we consistently and systematically apply a strategy that puts risk
management at the heart of the portfolio construction process. The strategy seeks outperformance with less volatility
over a full market cycle, relative to market-cap weighted strategies. With the events that triggered the volatility
experienced in 2018 likely to persist, the Index is well positioned to continue to moderate market volatility, sharp
market declines and improve risk-adjusted returns while providing a diversified equity exposure to multi-asset
portfolios.

Source: Morningstar, Bloomberg.
* Performance attribution versus the SPDR® S&P 500 ETF (SPY).
1. Based on 1 year period with daily frequency.
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Disclaimer
This commentary is for informational purposes only and is not intended to and does not provide a recommendation with respect to
any security. It does not constitute an offer, or a solicitation of an offer, to buy or sell any securities, and it does not take into account
the financial position or particular needs or investment objectives of any individual or entity. Nothing in this commentary constitutes,
or should be construed as, accounting, tax or legal advice. The information contained in this commentary was obtained from
sources that we believe to be reliable, but we do not guarantee its accuracy or completeness. Statements regarding future
prospects may not be realized, and past performance is not necessarily indicative of future results. Any reference to an index is not
intended to imply that our investments are equivalent to the index in risk. The information and opinions contained in this commentary
are subject to change without notice. This commentary has been prepared specifically for Nationwide. Nothing in this commentary
should be construed as an offer, invitation or solicitation of an offer to invest in a fund or strategy managed by Rothschild & Co Risk
Based Investments LLC, to purchase any security or to engage in any other transactions.
Call 800-617-0004 to request a summary prospectus and/or a prospectus, or download prospectuses at etf.nationwide.com. These
prospectuses outline investment objectives, risks, fees, charges and expenses, and other information that you should read and
consider carefully before investing.
Investing involves risk. Principal loss is possible.
KEY RISKS: The Fund is subject to the risk of investing in equity securities. The Fund also is subject to the risks of investing in
foreign securities (which are volatile, harder to price and less liquid than U.S. securities). Please refer to the summary prospectus
for a more detailed explanation of the Fund’s principal risks. There is no assurance that the investment objective of any fund will be
achieved. Diversification does not assure a profit or protect against loss in a declining market.
S&P 500® Index: An unmanaged, market capitalization-weighted index of 500 stocks of leading large-cap U.S. companies in
leading industries; gives a broad look at the U.S. equities market and those companies’ stock price performance.
The Rothschild & Co Risk-Based US IndexSM (“Index”) is a product of, the marketing name for, and a licensed trademark of
Rothschild & Co Risk Based Investments LLC (collectively with its affiliates, “Rothschild & Co”). “Rothschild & Co®”, the Index, and
“Rothschild & Co Indexes” are trade and service marks of Rothschild & Co and have been licensed for use for certain purposes by
Nationwide Fund Advisors. Nationwide Risk-Based U.S. Equity ETF (“ETF”) is not sponsored or sold by Rothschild & Co, and
Rothschild & Co makes no representation or warranty, express or implied, regarding the ETF to the owners of the ETF or any
member of the public.
Nationwide Fund Advisors (NFA) is the registered investment advisor to Nationwide ETFs, which are distributed by Quasar
Distributors, LLC. Nationwide is not affiliated with any distributor, subadviser, or index provider contracted by NFA. Nationwide is not
an affiliate of third-party sources such as Morningstar, Inc. or MSCI. Representatives of the Nationwide ETF Sales Desk are
registered with Nationwide Investment Services Corporation (NISC), member FINRA, Columbus, Ohio.
Nationwide, the Nationwide N and Eagle, and Nationwide is on your side are service marks of Nationwide Mutual Insurance
Company. © 2019.
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