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Introduction 

The Salt truVol® QQQ Balanced 5 Index (the “Index”; ticker: SFQBAL) is designed to 

provide exposure to both US large cap growth equities and Treasuries while 

dynamically controlling volatility with a target of 5%.  

The Index uses the truVol® Risk Control Engine (RCE) to help optimize weighting 

between the Invesco QQQ ETF (QQQ) and the iShares 7-10 Year Treasury Bond ETF 

(IEF). Developed by Salt Financial, the RCE is designed to offer higher levels of 

responsiveness and accuracy in targeting volatility for risk-controlled indices. The 

strategy also uses the RCE to maintain a daily volatility target of 5%, using non-

renumerated cash to reduce exposure if necessary. 

 

The Index is rebalanced daily and calculated in excess of a daily accrual of 3-month 

LIBOR (Excess Return) and includes an index fee of 50 basis points. 

Although the Index is designed to target a specific risk level and subsequently allow 

more consistent pricing for structured products and fixed-index annuities, there are 

no guarantees the Index will achieve these results. 

 

https://www.saltfinancial.com/static/uploads/factsheet/truVol%20RCE%20Factsheet.pdf
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Components 

The Index allocates notional exposure to the following two underlying components, 

in excess of the risk-free rate, to arrive at the final index value. The first (the “Equity 

Component”) is represented by the Invesco QQQ ETF (QQQ). The second (the 

“Fixed Income Component”) is represented by the iShares 7-10 Year Treasury Bond 

ETF (IEF). The Index is reduced by a fixed fee of 0.50% (annualized). 

Underlying Component Ticker 

Invesco QQQ ETF QQQ 

iShares 7-10 Year Treasury Bond ETF  IEF 

  
 

Excess Return Calculations 

Each Underlying Component is transformed into an excess return series on a daily 

basis based on the following formula. These series serve as the building blocks for 

the final index.  

𝐸𝑅 𝐿𝑒𝑣𝑒𝑙𝑡
𝑖 = 𝐸𝑅 𝐿𝑒𝑣𝑒𝑙𝑡−1

𝑖 ∗ (1 + 𝐸𝑅𝑡
𝑖); 

𝐸𝑅𝑡
𝑖 = (

𝑈𝑛𝑑𝑒𝑟𝑙𝑦𝑖𝑛𝑔 𝐶𝑜𝑚𝑝𝑜𝑛𝑒𝑛𝑡𝑡
𝑖

𝑈𝑛𝑑𝑒𝑟𝑙𝑦𝑖𝑛𝑔 𝐶𝑜𝑚𝑝𝑜𝑛𝑒𝑛𝑡𝑡−1
𝑖

− 1) −
𝑅𝐹𝑅𝑡−1

360
∗ 𝑑𝑎𝑦𝑠(𝑡, 𝑡 − 1) 

 
Where 

𝐸𝑅 𝐿𝑒𝑣𝑒𝑙𝑡
𝑖 = 𝐸𝑥𝑐𝑒𝑠𝑠 𝑟𝑒𝑡𝑢𝑟𝑛 𝑙𝑒𝑣𝑒𝑙 𝑜𝑓 𝑈𝑛𝑑𝑒𝑟𝑙𝑦𝑖𝑛𝑔 𝐶𝑜𝑚𝑝𝑜𝑛𝑒𝑛𝑡 𝑖 𝑜𝑛 𝑑𝑎𝑦 𝑡 

𝐸𝑅𝑡
𝑖 = 𝐸𝑥𝑐𝑒𝑠𝑠 𝑟𝑒𝑡𝑢𝑟𝑛 𝑜𝑓 𝑈𝑛𝑑𝑒𝑟𝑙𝑦𝑖𝑛𝑔 𝐶𝑜𝑚𝑝𝑜𝑛𝑒𝑛𝑡 𝑖 𝑜𝑛 𝑑𝑎𝑦 𝑡 

𝑈𝑛𝑑𝑒𝑟𝑙𝑦𝑖𝑛𝑔 𝐶𝑜𝑚𝑝𝑜𝑛𝑒𝑛𝑡𝑡
𝑖 = 𝑈𝑛𝑑𝑒𝑟𝑙𝑦𝑖𝑛𝑔 𝐶𝑜𝑚𝑝𝑜𝑛𝑒𝑛𝑡 𝑙𝑒𝑣𝑒𝑙 𝑜𝑛 𝑑𝑎𝑦 𝑡 

𝑅𝐹𝑅𝑡 = 3𝑀 𝐿𝑖𝑏𝑜𝑟 𝑜𝑛 𝑑𝑎𝑦 𝑡 

𝑑𝑎𝑦𝑠(𝑡, 𝑡 − 1) = 𝐴𝑐𝑡𝑢𝑎𝑙 𝑑𝑎𝑦 𝑐𝑜𝑢𝑛𝑡 𝑏𝑒𝑡𝑤𝑒𝑒𝑛 𝑑𝑎𝑦 𝑡 𝑎𝑛𝑑 𝑑𝑎𝑦 𝑡 − 1 (𝑝𝑟𝑒𝑣𝑖𝑜𝑢𝑠 𝑏𝑢𝑠𝑖𝑛𝑒𝑠𝑠 𝑑𝑎𝑦) 

 

Rebalancing 

The Index is rebalanced daily at market close and employs the truVol® RCE to 

determine initial component weights. The truVol® RCE is a proprietary risk 

management toolkit designed to enhance risk-controlled index strategies. At the end 

of each day, the Equity and Fixed Income components assume the following weights: 

𝑤𝑡
𝐸𝑄 = 𝑀𝑖𝑛 (1,

5%

𝑡𝑟𝑢𝑉𝑜𝑙𝑡
𝐸𝑄) 

𝑤𝑡
𝐹𝐼 = 1 − 𝑤𝑡

𝐸𝑄
 

These weights, along with a covariance matrix specified by the truVol® RCE, 

determine the portfolio volatility on day t. 

𝑡𝑟𝑢𝑉𝑜𝑙𝑃𝑡𝑓 = √𝑤′Σ𝑤 

 

https://www.saltfinancial.com/static/uploads/factsheet/truVol%20RCE%20Factsheet.pdf
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In an effort to consistently target the desired level of risk, the Index has the ability to 

scale up notional exposure, subject to a maximum of 125%. In other words, when 

volatility is below the target level, the Index has the potential to apply leverage. 

Alternatively, when volatility is above the target level, the Index may reduce 

exposure. This scaling mechanism, denoted as the “leverage ratio”, is calculated as: 

𝐿𝑒𝑣𝑒𝑟𝑎𝑔𝑒 𝑅𝑎𝑡𝑖𝑜𝑡 = 𝑀𝑖𝑛 (1.25,
5%

𝑡𝑟𝑢𝑉𝑜𝑙𝑡
𝑃𝑡𝑓

) 

 

The leverage ratio is applied to the initial component weights to determine the 

adjusted (final) weights: 

𝑤𝑡
𝑖,𝐴𝑑𝑗

= 𝐿𝑒𝑣𝑒𝑟𝑎𝑔𝑒 𝑅𝑎𝑡𝑖𝑜𝑡 ∗ 𝑤𝑡
𝑖;  𝑖 ∈ {𝐸𝑄, 𝐹𝐼} 

 

 

Excess Return Index Calculation with Fee Decrement 

On each NYSE business day, the excess return level is calculated as follows: 

𝐸𝑅 𝐿𝑒𝑣𝑒𝑙𝑡 = 𝐸𝑅 𝐿𝑒𝑣𝑒𝑙𝑡−1 ∗ (1 + 𝐸𝑅𝑡); 

𝐸𝑅𝑡 = 𝐸𝑅𝑡
𝐸𝑄

∗ 𝑤𝑡−2
𝐸𝑄,𝐴𝑑𝑗

+ 𝐸𝑅𝑡
𝐹𝐼 ∗ 𝑤𝑡−2

𝐹𝐼,𝐴𝑑𝑗
−

𝐹𝑒𝑒

360
∗ days(t, t − 1) 

 

Where 

𝐸𝑅 𝐿𝑒𝑣𝑒𝑙𝑡 = 𝐸𝑥𝑐𝑒𝑠𝑠 𝑟𝑒𝑡𝑢𝑟𝑛 𝑙𝑒𝑣𝑒𝑙 𝑜𝑓 𝑡ℎ𝑒 𝐼𝑛𝑑𝑒𝑥 𝑜𝑛 𝑑𝑎𝑦 𝑡 

𝐸𝑅𝑡 = 𝐸𝑥𝑐𝑒𝑠𝑠 𝑟𝑒𝑡𝑢𝑟𝑛 𝑜𝑓 𝑡ℎ𝑒 𝐼𝑛𝑑𝑒𝑥 𝑜𝑛 𝑑𝑎𝑦 𝑡 

𝐸𝑅𝑡
𝑖 = 𝐸𝑥𝑐𝑒𝑠𝑠 𝑟𝑒𝑡𝑢𝑟𝑛 𝑜𝑓 𝑡ℎ𝑒 𝑈𝑛𝑑𝑒𝑟𝑙𝑦𝑖𝑛𝑔 𝐶𝑜𝑚𝑝𝑜𝑛𝑒𝑛𝑡 𝑖 𝑜𝑛 𝑑𝑎𝑦 𝑡  

             (𝑆𝑒𝑒 𝐸𝑥𝑐𝑒𝑠𝑠 𝑅𝑒𝑡𝑢𝑟𝑛 𝐶𝑎𝑙𝑐𝑢𝑙𝑎𝑡𝑖𝑜𝑛 𝑆𝑒𝑐𝑡𝑖𝑜𝑛) 

𝑤𝑡
𝑖,𝐴𝑑𝑗

= 𝐴𝑑𝑗𝑢𝑠𝑡𝑒𝑑 𝑤𝑒𝑖𝑔ℎ𝑡 𝑜𝑓 𝑐𝑜𝑚𝑝𝑜𝑛𝑒𝑛𝑡 𝑖 𝑜𝑛 𝑑𝑎𝑦 𝑡 

𝐹𝑒𝑒 = 0.50% 𝑎𝑛𝑛𝑢𝑎𝑙 𝑑𝑒𝑐𝑟𝑒𝑚𝑒𝑛𝑡 

𝑑𝑎𝑦𝑠(𝑡, 𝑡 − 1) = 𝐴𝑐𝑡𝑢𝑎𝑙 𝑑𝑎𝑦 𝑐𝑜𝑢𝑛𝑡 𝑏𝑒𝑡𝑤𝑒𝑒𝑛 𝑑𝑎𝑦 𝑡 𝑎𝑛𝑑 𝑑𝑎𝑦 𝑡 − 1 (𝑝𝑟𝑒𝑣𝑖𝑜𝑢𝑠 𝑏𝑢𝑠𝑖𝑛𝑒𝑠𝑠 𝑑𝑎𝑦) 
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Unscheduled Market Closures 

In situations where an exchange is forced to close early due to unforeseen 

events, such as computer or electric power failures, weather conditions or 

other events, Salt will calculate the closing price of the indices based on (1) 

the closing prices published by the exchange, or (2) if no closing price is 

available, the last regular trade reported for each security before the 

exchange closed. If the exchange fails to open due to unforeseen 

circumstances, Salt treats this closure as a standard market holiday. The Index 

will use the prior day’s closing prices and shifts any corporate actions to the 

following business day. 
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Disclaimer 

All information for an index prior to its Inception Date is back-tested, based on the 
methodology that was in effect on the Inception Date. Back-tested performance, which is 
hypothetical and not actual performance, can frequently result in material differences 
between back-tested results and actual results achieved by an investment strategy. 

Past performance of an index is not a guarantee of future results. Charts, graphs, and other 
performance indicators are provided for illustrative purposes and may reflect hypothetical 
historical performance. The back-test period does not necessarily correspond to the entire 
available history of any particular index. 

Back-tested calculations are generally prepared with the benefit of hindsight. No hypothetical 
calculation can comprehensively account for all the factors that may impact actual 
performance. Index returns shown do not represent the results of any strategy tracking the 
index, including any sales charges, commissions, or other fees charged to purchase securities, 
fund, or other investment vehicles. 

Copyright © 2021 Salt Financial Indices LLC. Salt Financial Indices LLC is a division of Salt 
Financial LLC. “Salt Financial”, “TRUBETA”, and "TRUVOL" are registered trademarks of Salt 
Financial Indices LLC. These trademarks together with others have been licensed to Salt 
Financial LLC. The redistribution, reproduction and/or photocopying of these materials in 
whole or in part are prohibited without written permission. This document does not constitute 
an offer of services in jurisdictions where Salt Financial Indices LLC, Salt Financial LLC or their 
respective affiliates (collectively “Salt Financial Indices”) do not have the necessary licenses. 
All information provided by Salt Financial Indices is impersonal and not tailored to the needs 
of any person, entity or group of persons. Salt Financial Indices receives compensation in 
connection with licensing its indices to third parties. 

It is not possible to invest directly in an index. Exposure to an asset class represented by an 
index is available through investable instruments based on that index. Salt Financial Indices 
does not sponsor, endorse, sell, promote or manage any investment fund or other investment 
vehicle that is offered by third parties and that seeks to provide an investment return based 
on the performance of any index. Salt Financial Indices makes no assurance that investment 
products based on the indices will accurately track index performance or provide positive 
investment returns. Salt Financial Indices is not an investment advisor and makes no 
representation regarding the advisability of investing in any such investment fund or other 
investment vehicle. A decision to invest in any such investment fund or other investment 
vehicle should not be made in reliance on any of the statements set forth in this document. 
Prospective investors are advised to make an investment in any such fund or other vehicle 
only after carefully considering the risks associated with investing in such funds, as detailed in 
an offering memorandum or other similar document that is prepared by or on behalf of the 
issuer of the investment fund or other investment product or vehicle. Salt Financial Indices is 
not a tax advisor. A tax advisor should be consulted to evaluate the impact of any tax-exempt 
securities on portfolios and the tax consequences of making any particular investment 
decision. Inclusion of a security within an index is not a recommendation by Salt Financial 
Indices to buy, sell, or hold such security, nor is it intended to be investment advice and 
should not be construed as such. 

These materials have been prepared solely for informational purposes based upon 
information generally available to the public and from sources believed to be reliable. No 
content contained in these materials (including index data, ratings, credit-related analyses 
and data, research, valuations, model, software or other application or output therefrom) or 
any part thereof (“Content”) may be modified, reverse engineered, reproduced or distributed 
in any form or by any means, or stored in a database or retrieval system, without the prior 
written permission of Salt Financial Indices. The Content shall not be used for any unlawful or 
unauthorized purposes. Salt Financial Indices and its third-party data providers and licensors 
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(collectively, the “Salt Financial Indices LLC Parties”) do not guarantee the accuracy, 
completeness, timeliness or availability of the Content. The Salt Financial Indices LLC Parties 
are not responsible for any errors or omissions, regardless of the cause, for the results 
obtained from the use of the Content. THE CONTENT IS PROVIDED ON AN “AS IS” BASIS. 
THE SALT FINANCIAL INDICES LLC PARTIES DISCLAIM ANY AND ALL EXPRESS OR 
IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM 
BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE 
UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR 
HARDWARE CONFIGURATION. In no event shall the Salt Financial Indices LLC Parties be 
liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, 
special or consequential damages, costs, expenses, legal fees, or losses (including, without 
limitation, lost income or lost profits and opportunity costs) in connection with any use of the 
Content even if advised of the possibility of such damages. 

In addition, Salt Financial Indices provides services to, or relating to, many organizations, 
including but not limited to issuers of securities, investment advisers, broker-dealers, 
investment banks, other financial institutions and financial intermediaries, and accordingly 
may receive fees or other economic benefits from those organizations, including 
organizations whose securities or services they may recommend, rate, include in model 
portfolios, evaluate or otherwise address. Salt Financial Indices has established policies and 
procedures to maintain the confidentiality of certain nonpublic information received in 
connection with each analytical process it performs in connection with the services it 
provides. 


