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Introduction 

The Salt Total Sector Low Beta Indices (“Sector Indices”) measure the 

performance of stocks organized into specific sectors, inversely weighted by 

their sensitivity to moves in the broader market (beta) in an attempt to 

reduce risk while maintaining focused sector exposure.  The Sector Indices 

uses sectors defined by the Morningstar Global Equity Classification Structure 

(“GECS”) mapped to each component of the Solactive US Large & Midcap 

Index (the top 1000 US stocks ranked by market capitalization, the “Base 

Index”). 

For weighting, the Sector Indices uses truBeta®, a Salt Financial proprietary 

beta forecast that uses a blend of long-, medium-, and short-term interval 

return data powered by a machine learning algorithm designed to produce a 

far more accurate forecast for the next quarter in comparison to traditional 

methods.  By incorporating more recent data and correcting for the bias in 

estimating high and low beta stocks, truBeta is intended to provide investors 

with what we believe is a superior forecast of the market risk embedded in 

their portfolios. 

The Total Sector Low Beta Indices consists of 10 individual Sector Indices that 

roll up into a composite, the Salt Sector-Neutral Low Beta Index. Each Sector 

Index uses all components of the Base Index that map to the corresponding 

GECS sector—only the weighting differs. 

All indices in the Total Sector Low Beta Indices are rebalanced quarterly at 

the close on the third Friday of March, June, September, and December. 
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Total Sector Low Beta Indices - Overview 

 

Index Series and 
Tickers 

Salt Sector-Neutral Low Beta (SFLBC) 
Salt Basic Materials Total Sector (SFLBB) 
Salt Consumer Cyclical Total Sector (SFLBY) 
Salt Consumer Defensive Total Sector (SFLBP) 
Salt Energy Total Sector (SFLBE) 
Salt Financial Services Total Sector (SFLBF) 
Salt Health Care Total Sector (SFLBV) 
Salt Industrials Total Sector (SFLBI) 
Salt Real Estate Total Sector (SFLBR) 
Salt Technology & Communications Total Sector 
(SFLBT) 
Salt Utilities Total Sector (SFLBU) 
 

Base Index Solactive US Large & Midcap Index (top 1000 US 
stocks ranked by market capitalization) 
 

Sector 
Classifications 

Morningstar Global Equity Classification Structure 
(GECS)  
 
Technology and Communication Services are 
combined to form a single sector  
 

Calculation Agent Salt Financial Indices LLC 
 
Upon licensing for an exchange-traded product or 
other investment vehicle, calculation responsibilities 
will be transferred to Solactive AG. 
 

Multiple Classes 
and Dual Listing 

Companies with multiple classes of stock may be 
represented by more than one class in the index as 
long as the class meets the other criteria for inclusion. 
 
Companies that are dually-listed on more than one 
exchange are only represented once by the listing 
market with the highest volume in that stock (typically 
the primary listing). 
 
 

Rebalance Dates The Effective Date is after the close on the third Friday 
of March, June, September, and December with the 
Selection Date five (5) business days prior to the 
Effective Date. 
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Sector Index Construction  

 

Constructing the Sector Indices involves the following steps: 

• Mapping all components of the Base Index to GECS classifications 

• Sorting the Base Index into groups by top level sector GECS 

• Calculating truBeta forecasts for every stock in the sector groupings 

• Forming portfolios with all components in each sector grouping, 

weighted by the inverse of their truBeta score, squared 

 

1. Mapping to Sectors 

Each Sector Index is derived from all components of the Base Index 

with the corresponding GECS classification.  To calculate historical 

index values, GECS classifications were mapped to Base Index 

components back to March 19, 1999 (the “Base Date”). The Base Index 

components are mapped to GECS using a snapshot on the Selection 

Date at each quarterly rebalancing. 

 

2. Sector Groupings 

The Base Index is grouped by top level sectors at each rebalancing with 

every component included. Due to its small size historically and overlap 

of some industries, the Communication Services sector is combined 

with Technology to form Technology & Communications. The 10 

individual Sector Indices are as follows: 

• Basic Materials 

• Consumer Cyclical 

• Consumer Defensive 

• Energy 

• Financial Services 

• Health Care 

• Industrials 

• Real Estate 

• Technology & Communications 

• Utilities 
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3. Calculating truBeta Scores 

Beta forecasts for each member in the sector groups are calculated, 

based on historical long-, medium-, and short-term returns for the stock 

using Salt Financial’s truBeta methodology.  Although the indices are 

sector-based, the truBeta scores for all stocks are measured using 

sensitivity to the broader market (using the SPDR S&P 500 ETF [SPY] 

as proxy) and not the individual sectors.  

 

4. Inverse Weighting 

The sector groupings form the Sector Indices with each member of the 

sector inversely weighted by its truBeta score, squared. 

𝑤𝑖 =  
𝑡𝑟𝑢𝐵𝑒𝑡𝑎𝑖

−2

∑ 𝑡𝑟𝑢𝐵𝑒𝑡𝑎𝑖
−2

𝑖∈𝑆𝑒𝑐𝑡𝑜𝑟

 

 



  7 
 

Index Maintenance 

 

Rebalancing 

The Sector Indices are rebalanced quarterly according to the following 

timeline: 

• Constituents use prices and other criteria as of the close of trading on 

the Selection Date. 

 

• Weighting for each constituent in each Sector Index is based on the 

price at the close on the Selection Date.1 

 

• Adjustments to capture the additions, deletions, and rebalancing 

weights of existing components are as of the close of trading on the 

Effective Date. 

 

The Index Committee may change the date of a given rebalancing for reasons 

including market holidays or extraordinary events such as technology or other 

major market disruptions occurring on or around the scheduled rebalancing 

date. Any such change will be announced with proper advance notice where 

possible. 

The Index Committee reserves the right to make exceptions when applying 

the methodology if the need arises. If any changes differ from the stated 

methodology, clients will receive sufficient notice, whenever possible. 

 

Corporate Actions  

Action Adjustment 

Spin-off A spun-off company remains in the index until 
the next rebalance date. 
 

Stock Split Index shares are multiplied by and the price is 
divided by the split factor. 
 

Special Dividends The price of the stock is reduced by the per 
share special dividend amount after the close 
of trading on the day before the ex-date. 
 

Delisting, acquisition, or any 
other corporate action 

The stock is dropped from the index with no 
additions until the next quarterly rebalancing.  

 
1 Upon transfer of calculation duties to Solactive, the index share weightings will be fixed on the Selection Date. 
Since the weighting is determined a week prior, the actual index weights at the close on the Effective Date may 
differ from due to market movements. 
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resulting in deletion of the 
stock as a listed equity on a 
public equity exchange. 
 

Absolute weights of the remaining index 
components change but the relative 
weightings stay the same. 
 
In the event there is no achievable market 
price for a stock being deleted due to 
bankruptcy, suspension or other event, it can 
be removed at zero or some other price at the 
discretion of the Index Committee. 
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Sector-Neutral Low Beta Index Construction  

 

The Sector-Neutral Low Beta Index is structured as an “index of indices” 

consisting of all Total Sector Low Beta Indices, and by extension all stocks in 

the Base Index. The construction involves the following steps: 

 

1. Calculating Sector truBeta Scores 

As of the close of trading on the Selection Date of each quarterly 

rebalancing, calculate the weighted truBeta score of each Sector Index 

by taking a weighted sum of each Sector’s constituent truBeta.  

𝑡𝑟𝑢𝐵𝑒𝑡𝑎𝑠𝑒𝑐𝑡𝑜𝑟 =  ∑ (𝑤𝑖
𝑖∈𝑆𝑒𝑐𝑡𝑜𝑟

 x 𝑡𝑟𝑢𝐵𝑒𝑡𝑎𝑖) 

 

2. Forming the Composite 

To create the composite, weight each Sector Index by the inverse of its 

Sector truBeta score, squared, at the closing index values on the 

Effective Date. 

𝑤𝑠𝑒𝑐𝑡𝑜𝑟 =  
𝑡𝑟𝑢𝐵𝑒𝑡𝑎𝑠𝑒𝑐𝑡𝑜𝑟

−2

∑ 𝑡𝑟𝑢𝐵𝑒𝑡𝑎𝑠𝑒𝑐𝑡𝑜𝑟
−2  
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Disclaimers 

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. 

 


