Fund Focus

For investors seeking the portfolio and income diversification potential of an expanded definition of global infrastructure
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Investors have long looked to infrastructure stocks for

their potential to diversify portfolios, generate income and
respond to inflation. But infrastructure investments have
also historically come with unique risks, including sensitivity
to regulatory and political impacts, as well as natural disasters.
We believe the key to managing these risks lies in broadening
the scope of an infrastructure investing strategy across
geographies, sectors and even revenue types.

In this paper, we offer a closer look at the unique benefits
and risks accompanying infrastructure investments. We
then explain the methodology that the STOXX® Global
Broad Infrastructure Index Fund (NFRA) utilizes to add
potential breadth and diversity to the portion of an investor’s
portfolio that is dedicated to infrastructure.

THE CHALLENGES OF INFRASTRUCTURE INVESTING
As the world’s population grows, virtually every country faces pressure to upgrade

-

existing infrastructure or launch new developments. We believe that this trend may
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offer an opportunity for investors seeking to diversify their equity portfolios and
generate income that tends to react positively to inflationary threats.

Because infrastructure is often an essential service in various economic environments,
historically stocks in that asset class tend to have predictable cash flows. Returns are
typically sheltered from inflation, since infrastructure operators often pass cost
increases to their users. Infrastructure stocks also have historically produced returns
that are less correlated with other asset classes.
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However, we believe that infrastructure investing requires a careful approach. Our
research also suggests that many traditional infrastructure funds tend to focus on
well-developed countries, overlooking potential opportunities in developing markets
that may help diversify an investor’s portfolio. What’s more, the large size and long
duration of many infrastructure projects potentially puts an additional premium on
diversification, as these projects tend to be capital-intensive and susceptible to risks
related to regulations, political activity and even natural disasters.

We believe a successful infrastructure investment strategy may help address these
risks and allow investors to take advantage of opportunities in developing markets
by broadening the definition of infrastructure to capture:

Broader and deeper
exposure to
infrastructure
companies within
those sectors.

Diversification across
major sectors.

Truly global exposure.

THE FLEXSHARES SOLUTION: ABOTTOM-UP APPROACH TO DIVERSIFIED

== PORTFOLIO CONSTRUCTION
— The FlexShares STOXX Global Broad Infrastructure Index Fund (NFRA) is an ETF that
— seeks to broaden its portfolio by tracking a custom index, the STOXX Global Broad
Infrastructure Index.! STOXX is a leading index provider in Europe, owned by the
Deutsche Borse, which operates the largest stock exchange in Germany, and the
SIX Swiss Exchange, the leading independent stock exchange in Europe.
Starting with the STOXX Developed and Emerging Markets Total Market Index? as
the universe of investable companies, a screening process that includes bottom-up
supply chain analysis helps identify companies that historically derive at least 50%
of their revenues from five infrastructure supersectors:
Energy Utilities Communications Transportation Government
(including electric (including waste (including cable and (including air, rail, Outsourcing/Social
utilities and midstream management and satellite providers, road and water) (including hospitals,
companies) water utilities) data centers, wireless postal services and
companies and correctional facilities)
wireless tower
providers)

The index is further refined by requiring that all stocks have a three-month average
trading volume of at least $1 million. To maintain diversification across the portfolio,
the index also adheres to weighting constraints such as:

« A maximum investment of 5% in any individual security.
« Amaximum investment of 30% in any supersector.
o A maximum of 40% in any country.
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IMPROVED CATEGORY DEPTH AND INTERNATIONAL DIVERSIFICATION

Our research suggests that this approach to index construction provides broader
diversification that offers both potential risk mitigation and exposure to new and
evolving players in the infrastructure space. Incorporating a bottom-up approach
may improve category depth by identifying more potential investments than those
found through traditional top-down sector categorization alone. Balancing invest-
ments across the five infrastructure supersectors is intended to help the index avoid
large concentrations in traditional infrastructure sectors such as utilities, while
providing global diversification in one infrastructure solution.

CONCLUSION

While infrastructure investments can be attractive to investors seeking inflation-
protected income and portfolio diversification, they may carry risks that require a
breadth of diversification that we believe has historically been difficult to achieve.
Most infrastructure indices limit the scope of their holdings by following a top-down
selection approach, resulting in heavy concentrations among traditional infrastructure
sectors and less exposure to infrastructure investments in both developed and
developing markets.

We believe that the FlexShares STOXX Global Broad Infrastructure Index Fund
(NFRA) provides investors broader access to the evolving global infrastructure
market. At the same time, it offers diversification across multiple dimensions to help
mitigate the risks common to infrastructure investments. This approach is designed
to offer a combination of potential risk mitigation and true global diversification
that can help investors pursue their goals of portfolio diversification and income
potential, along with potential protection against the risk of long-term inflation.

FIND OUT MORE

The FlexShares approach to investing is, first and foremost, investor-centric and goal oriented. We pride ourselves on our

commitment to developing products that are designed to meet real-world objectives for both institutional and individual

investors. If you would like to discuss the attributes of any of the ETFs discussed in this report in greater depth or find out
more about the index methodology behind them please don’t hesitate to call us at 1-855-FlexETF (1-855-353-9383).
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FOOTNOTES

1 The STOXX Global Broad Infrastructure Index measures the performance of companies that generate at least half of their revenues from 17 sectors defined as infrastructure-specific by a
proprietary classification system used by STOXX.

2 The STOXX Developed and Emerging Markets Total Market Index represents the world’s Developed and Emerging Markets as a whole, covering approximately 95 percent of the free float
market capitalization of the investable stock universe with a variable number of components.

IMPORTANT INFORMATION

Before investing, carefully consider the FlexShares investment objectives, risks, charges and expenses. This and other information
is in the prospectus and a summary prospectus, copies of which may be obtained by visiting www.flexshares.com. Read the
prospectus carefully before you invest.

Foreside Fund Services, LLC, distributor.

An investment in FlexShares is subject to numerous risks, including possible loss of principal. Fund returns may not match the return of
the respective indexes. A full description of risks is in the prospectus.

FlexShares STOXX Global Broad Infrastructure Index Fund (NFRA) is passively managed and uses a representative sampling strategy to
track its underlying index. Use of a representative sampling strategy creates tracking risk where the Fund’s performance could vary
substantially from the performance of the underlying index along with the risk of high portfolio turnover. It is subject to infrastructure-re-
lated companies risk and MLP risk. Risks associated with infrastructure-related companies include: realized revenue volume may be
significantly lower than projected and/or there will be costs overruns; infrastructure project sponsors will alter their terms making a
project no longer economical; macroeconomic factors such as low gross domestic product (“GDP”) growth or high nominal interest
rates will raise the average cost of infrastructure funding; government regulation may affect rates charged to infrastructure customers;
government budgetary constraints will impact infrastructure projects; and special tariffs will be imposed. Investments in foreign market
securities involve certain risks such as currency volatility, political and social instability and reduced market liquidity. To the extent that
the Fund invests in Emerging markets, those investments may be subject to increased price volatility and may be more susceptible to
adverse economic, market, political or regulatory occurrences affecting that country, market, industry, sector or asset class.

The STOXX Global Infrastructure Index is the intellectual property (including registered trademarks) of STOXX Limited, Zurich,
Switzerland and/or its licensors (“Licensors”), which is used under license. The securities based on the Index are in no way sponsored,
endorsed, sold or promoted by STOXX and its Licensors and neither of the Licensors shall have any liability with respect thereto.
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