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Introduction 

The Guggenheim RBP® SMID-Cap Aggressive IndexSM (“Aggressive Index”), Guggenheim RBP® SMID-Cap Market IndexSM (“Market Index”) and 

Guggenheim RBP® SMID-Cap Defensive IndexSM (“Defensive Index”) are part of the Guggenheim RBP® SMID-Cap Directional IndexesSM—a 

family of indexes offered by Guggenheim Investments Indexes using rules-based, published analytics. Components of the Guggenheim 

Investments indexes are selected in part based on their RBP® probabilities. 

RBP®, which stands for Required Business Performance®, is calculated by taking a reverse discounted cash flow approach to determine the 

future business performance required by a company to support its current stock price. RBP® probabilities intend to measure the likelihood 

that a company can deliver the required business performance identified by applying the methodology over specified time periods. Additional 

documentation describing the RBP® methodology and quantitative evaluation process is available at rbpinstitute.com. 

 

Index Universe 

The index universe includes the components in the Dow Jones U.S. Mid-Cap Total Stock Market IndexSM and the Dow Jones U.S. Small-Cap 

Total Stock Market IndexSM that pass liquidity screens and have RBP® probabilities. 

 

Liquidity Screens 

Stocks are selected for the Guggenheim RBP® SMID-Cap Directional IndexSM based on the following steps: 

For a stock to be eligible for selection to the index, it must pass the following liquidity screens to be part of the Liquid Universe: 

▪ Stocks require an RBP® Probability. 

▪ Stocks with free float of less than 50% are deemed ineligible. 

▪ Stocks with a price of $3 or less for two consecutive quarters are deemed ineligible. 

▪ Stocks with a six-month average daily trading volume of less than 250,000 shares for two consecutive quarters are deemed ineligible. 

▪ Stocks with a six-month average daily trading value of less than $5 million for two consecutive quarters are deemed ineligible. 

Guggenheim Investments calculates the RBP® probability for each company and S&P Dow Jones Index calculates a 12-month beta value and 

a 6-month total return for each stock in the universe. 

 

Index Construction 

Guggenheim RBP® SMID-Cap Market IndexSM
 

▪ The stocks with RBP® probabilities greater than bottom 20 percent of the Liquid Universe are eligible. 

▪ The 400 stocks with beta values closest to one are selected to be the Eligible Universe. 

▪ The Dow Jones U.S. Small-Cap Total Stock Market IndexSM Industry Group weights are identified as target weights. 

▪ Calculate Industry Group ratios for components in the index. 

▪ From the Eligible Universe, select the highest RBP® probability stock from the Industry Group that has the lowest Industry Group ratio and 
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assign weight to the component. If the Industry Group that has the lowest ratio does not have any company left in the Eligible Universe, the 

highest RBP® probability stock from the Industry Group with the second lowest ratio is selected, and so forth. 

▪ Repeat step 4 and 5 until the index has 100 stocks and the selection process is complete. 

 
Guggenheim RBP® SMID-Cap Aggressive IndexSM

 

▪ The stocks with RBP® probabilities greater than bottom 20 percent of the Liquid Universe are eligible. 

▪ The stocks with beta values greater than one are selected. 

▪ Exclude 10% of the eligible stocks with highest beta and the remaining stocks are selected to be the Eligible Universe. 

▪ The Dow Jones U.S. Small-Cap Total Stock Market IndexSM Industry Group weights are identified as target weights. 

▪ Calculate Industry Group ratios for components in the index. 

▪ From the Eligible Universe, select the highest RBP® probability stock from the Industry Group that has the lowest Industry Gr oup ratio 

and assign weight to the component. If the Industry Group that has the lowest ratio does not have any company left in the Eligible 

Universe, the highest RBP® probability stock from the Industry Group with the second lowest ratio is selected, and so forth. 

▪ Repeat step 5 and 6 until the index has 100 stocks and the selection process is complete. 

 
Guggenheim RBP® SMID-Cap Defensive IndexSM

 

▪ The stocks with RBP® probabilities greater than bottom 20 percent of the Liquid Universe are eligible. 

▪ The stocks with beta values less than one are selected to be the Eligible Universe. 

▪ The Dow Jones U.S. Small-Cap Total Stock Market IndexSM Industry Group weights are identified as target weights. 

▪ Calculate Industry Group ratios for components in the index. 

▪ From the Eligible Universe, select the highest RBP® probability stock from the Industry Group that has the lowest Industry G roup ratio 

and assign weight to the component. If the Industry Group that has the lowest ratio does not have any company left in the Eligible 

Universe, the highest RBP® probability stock from the Industry Group with the second lowest ratio is selected, and so forth. 

▪ Repeat step 4 and 5 until the index has 100 stocks and the selection process is complete. 

 

Buffer 

To limit unnecessary turnover, a buffer rule combining RBP® probabilities and six-month total returns is used. Current components of 

Guggenheim RBP® SMID-Cap Directional IndexesSM would stay in the indexes if one of the following conditions is satisfied at quarterly review: 

▪ RBP® probability of a component is greater than the median RBP® probability of the Liquid Universe, OR 

▪ Six month total return of the component is greater than the six month total return of respective index it belongs to AND RBP® probability 

is greater than the bottom 20% of the Liquid Universe. 

▪ September review only: 

1. Component must belong to the Liquid Universe in the Dow Jones U.S. Mid-Cap Total Stock Market IndexSM and the Dow Jones U.S. Small-
Cap Total Stock Market IndexSM.Dow Jones U.S. Large-Cap Total Stock Market IndexSM. 

2. Component’s beta must belong to proper beta group, i.e. 

i. Component must be among 400 companies with beta closest to 1 to be eligible to remain in the Market  Index. 

ii. Component must be among companies with beta less than 1 to be eligible to remain in the Defensive Index. 

iii. Component must be among companies with beta more than 1 AND NOT to be among the 10% of companies with the highest beta to 

be eligible to remain in the Aggressive Index. 
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Additional information regarding the RBP® methodology is available at rbpinstitute.com. 

Weighting 

Maximum weight is capped at 3% for all components in the Indexes. 

In September, all Guggenheim RBP® SMID-Cap IndexesSM are weighted based on the RBP® probability scores. 

In March, June and December, the components that remain in the index would carry the existing weights , if they are below the maximum. If not, 

they are capped at the maximu or the maximum weight, whichever is lesserm. The new components selected to each index would take the 

remaining weight in the index weighted among themselves based on RBP® probability scores, unless the component did not pass t he original 

buffer rule but was still selected to the index using the selection rules. In that case, the component will be treated as buffered component for 

weighting purposes. 

Maximum weight for individual component is capped at 3% for 100 component indexes at the time of review. 

 

Review Frequency 

The Guggenheim RBP® SMID-Cap Directional Indexes are rebalanced quarterly after the close of third Friday of March, June, September and 

December. In addition, the indexes are reviewed on an ongoing basis to account for corporate actions such as mergers and de-listings. 

 

Data Availability 

Calculation of the indexes began on April 9, 2014. Real index history is available daily from this date forward. 

 
 
 

 

 
 
 
 
 
 
 
 
 
 

 
Disclaimer 

“The Guggenheim RBP® SMID-Cap Aggressive IndexSM”, “Guggenheim RBP® SMID-Cap Market IndexSM” and “Guggenheim RBP® SMID-Cap Defensive IndexSM” ( the 
Indexes) are the properties of Guggenheim Investments, which has contracted with S&P Dow Jones Indices LLC or its affiliate (“S&PDJI”) to maintain and 
calculate the Index. The Dow Jones U.S. Mid-Cap Total Stock Market IndexSM and the Dow Jones 
U.S. Small-Cap Total Stock Market IndexSM” are the properties  of S&PDJI and/or their third party licensors and has been licensed by S&PDJI for use by 
Guggenheim Investments in connection with the Index. S&PDJI shall have no liability for any errors or omissions in calculating the Indexes. Guggenheim 
Investments is an affiliate of Guggenheim Partners, LLC. An index is unmanaged, not subject to fees and not available for dir ect investment. 

This material is for informational purposes only and does not constitute an offer to sell, a solicitation to buy,  or a recommendation for any security or fund 
interest, nor does it constitute  an offer to provide investment advisory or other services. The information provided is the property of Guggenheim Investments, 
an affilia te of Guggenheim Partners, LLC (“Guggenheim”). No part of this  document may be reproduced,  s tored, or transmitted by any means  without the 
express written consent of Guggenheim Investments  or Guggenheim. The information may not be used to create derivative instruments, such as indices or 
financial models, or used in connection with the issuing, offering, or marketing of any investment vehicle. No representation or warranty is made by Guggenheim 
Investments or any of  their aff iliates  as to the sufficiency, relevance, importance, appropriateness, completeness, or comprehensiveness of the information 
contained herein for any specific purpose. Guggenheim Investments makes no guarantee that its proprietary methodology will be successful. 

Guggenheim Investments, RBP® and Required Business Performance® are registered trademarks of Guggenheim Investments  or one of  its subsidiaries. No claim 
is made that RBP can, in and of itself, be  used to determine which securities  to buy or sell, or when to buy or se ll them. Inclus ion of  a security within an index is  
not a recommendation by Guggenheim Investments to buy, sell, or hold such security, nor is it considered to be investment advice. 

Guggenheim Investments makes no assurance that any investment products based on the index will accurately track index performance or provide positive 
investment returns. Guggenheim Investments makes no representation regarding the advisability of investing  in any such investment fund or other investment 
product. A decision to invest in any such investment fund or other investment product should not be made in relia nce on any of the statements set forth in this  
document. This material is distributed with the understanding that it is not rendering accounting, investment, legal or tax advice. Please consult your investment, 
legal or tax advisor concerning such matters. 

It is not possible to invest directly in an index. Index returns do not represent the results of actual trading of investible  assets/securities. Accordingly, indices 
should not be relied upon to make predictions  of actual future account performance. Past performance of  an index is not an indication or  prediction of  future 
results. Guggenheim Investments has  no obligation to provide recipients  hereof with updates or  changes to data. The performance of  an index does  not ref lect 
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the reinvestment of dividends  and does not reflect the deduction of  fees  or expenses that an investor may pay to purchase the  securities underlying the index 
or any investment fund that is intended to track the performance of the index, which would reduce the returns of the index. 

©2018 Guggenheim Partners, LLC. No part of  this article may be reproduced in any form, or referred to in any other publication, without express written 
permission of Guggenheim Partners Investment Management, LLC.  


