Small-Capitalization (Cap) Stocks
Leading The Way In 2018
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View from the Observation Deck

1. While it is not always the case (see 2014 returns in table), there are some who believe that the recent strength in the U.S. dollar, if
sustained, could provide a boost to small-cap stocks moving forward. Small-caps lagged their larger counterparts significantly in
2017, when the dollar was weak.

2. Small-cap companies are expected to benefit from having a more concentrated domestic revenue exposure, according to
MarketWatch. As such, small-caps are less vulnerable to a stronger U.S. dollar and trade tensions, which can potentially negatively
impact foreign sales of the big multinationals.

3. With respect to revenue streams, small-caps have the highest domestic exposure at 79% of total sales in 2017, compared to 73% for
mid-caps and 71% for large-caps, according to S&P Dow Jones Indices.

4. The outlook for corporate earnings appears to favor small-caps at this time. As of 4/30/18, Bloomberg's consensus earnings growth
rate estimates for the indices in the table were as follows (2018 & 2019): S&P SmallCap 600 (31.60% & 18.37%); S&P MidCap 400
(22.62% & 12.27%); S&P 500 (17.54% & 9.97%); and S&P 100 (16.34% & 9.76%).

5. Small-caps also stand to benefit from the Trump administration’s deregulation efforts, according to MarketWatch.

This chart is for illustrative purposes only and not indicative of any actual investment. The illustration excludes the effects of taxes and brokerage commissions and other expenses incurred when investing. There can be no assurance that
any of the projections cited will occur. Investors cannot invest directly in an index. The S&P 500 Index is a capitalization-weighted index comprised of 500 stocks (currently 505) used to measure large-cap U.S. stock market performance.
The S&P 100 Index is a capitalization-weighted index based on 100 highly capitalized stocks selected from the S&P 500 for which options are listed. The S&P MidCap 400 Index is a capitalization-weighted index that tracks the mid-range
sector of the U.S. stock market. The S&P Small Cap 600 Index is a capitalization-weighted index that tracks U.S. stocks with a small market capitalization. The U.S. Dollar Index (DXY) indicates the general international value of the dollar
relative to a basket of major world currencies.

The information presented is not intended to constitute an investment recommendation for, or advice to, any specific person. By providing this information, First Trust is not undertaking to give advice in any fiduciary capacity within the
meaning of ERISA and the Internal Revenue Code. First Trust has no knowledge of and has not been provided any information regarding any investor. Financial advisors must determine whether particular investments are appropriate
for their clients. First Trust believes the financial advisor is a fiduciary, is capable of evaluating investment risks independently and is responsible for exercising independent judgment with respect to its retirement plan clients.
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