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Dorsey Wright Fixed Income Allocation Index Review
The Dorsey Wright Fixed Income Allocation Index (DWAFIR) is a rules-based, transparent, tactical strategy that uses 
relative strength to compare and rank many of State Street's Fixed Income ETFs. The Index was launched in February 
2016 and currently employs a defined universe of 21 ETFs that include exposure to floating rate notes, senior bank 
loans, U.S. municipal bonds, U.S. convertible securities, U.S. and non-U.S. treasury bonds, corporate bonds, high yield 
bonds, and inflation-protected bonds, among other sub-sectors. The Index inventory is reviewed and can change as 
new product is launched, or existing product needs to be removed. At any given time, DWAFIR holds four ETFs from 
the SPDR product lineup that display the most powerful relative strength characteristics. The inventory is evaluated 
each week for changes in market leadership, and has the capability to rotate into any combination of the funds 
within the investable inventory. 

Dorsey Wright Fixed Income Allocation Index Update
•	Unlike most other fixed income indexes, DWAFIR has the ability to adapt and adjust its allocation based on market 

trends.  Dorsey Wright Fixed Income Allocation Index holds four fixed income ETFs from the SPDR product lineup 
that are exhibiting positive relative strength versus the strategy’s inventory. The index is currently allocated to 
Convertible (CWB), Emerging Markets Local Bond (EBND), International Corporate Bond (IBND), and International 
Government Inflation-Protected Bond (WIP)

•	The current allocation reflects a more “risk-on” / rising interest rate environment for fixed income, as the strategy 
offers exposure to areas such as international, and hybrid, or equity-like fixed income sectors. 

•	The most recent addition to the index is WIP, which replaced Long Term Corporate Bond (SPLB) during the week 
of February 14th.

•	There are currently two major drivers of DWAFIR’s allocation – rising interest rates and the falling US Dollar. 

•	IBND, which was added the week of February 7th and replaced High Yield Bond (JNK), has a 3-year weekly 
correlation (through 1/31/18) of -0.924 to the US Dollar (DX/Y) while JNK has a correlation of 0.047. This 
indicates that while there isn’t much of a relationship between High Yield and the US Dollar, there is with 
International Bonds. 

•	If the weakness in the US Dollar persists, the portfolio will be able to participate in this trend even further, as the 
portfolio is oriented towards non-US debt that tends to have a negative correlation to the US Dollar. The average 
correlation between SSFIXED’s current holdings and the U.S dollar is -0.33 (through 2/13/18). 

•	The US Treasury 30YR Yield Index (TYX) hit its highest level since March of last year, 3.125%, on 2/5/18. Similarly, 
the US Treasury 5YR Yield Index FVX hit its highest level in more than five years on 2/7/18. The upward 
movement in rates has been accompanied by losses and a deterioration in many U.S. fixed income ETFs. 

•	On the Dorsey Wright Fixed Income Allocation Ranking, the most negative movements came from Long Term 
Treasuries (SPTL). Currently, the strategy does not have any exposure to US Treasuries at this time

•	Emerging Market Local Bonds and International Corporate Bonds are ranked first and second, respectively, in the 
Dorsey Wight State Street Fixed Income Relative Strength Ranking. 
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State Street Global Advisors offers an ETF within the SPDR ETF lineup that 
seeks to track the DWAFIR Index. The SPDR Dorsey Wright Fixed Income 
Allocation ETF (DWFI) is listed on the Nasdaq stock exchange. For more 
information on the ETF, visit the State Street site here: https://us.spdrs.com/
en/etf/spdr-dorsey-wright-fixed-incomeallocation-etf-DWFI

Dorsey, Wright & Associates LLC (“DWA”) is a registered investment advisory firm. Past performance does not guarantee future results. In all securities 
trading, there is a potential for loss as well as profit. It should not be assumed that recommendations made in the future will be profitable or will equal the 
performance as shown. Investors should have long-term financial objectives when working with DWA. The relative strength strategy is NOT a guarantee. 
There may be times where all investments and strategies are unfavorable and depreciate in value. Relative Strength is a measure of price momentum 
based on historical price activity. Relative Strength is not predictive and there is no assurance that forecasts based on relative strength can be relied upon. 
The information contained herein has been prepared without regard to any particular investor’s investment objectives, financial situation, and needs. 
Accordingly, investors should not act on any recommendation (express or implied) or information in this material without obtaining specific advice from 
their financial advisors and should not rely on information herein as the primary basis for their investment decisions. Information contained herein is based 
on data obtained from recognized statistical services, issuer reports or communications, or other sources believed to be reliable (“information providers”). 
However, such information has not been verified by DWA or the information provider and DWA and the information providers make no representations or 
warranties or take any responsibility as to the accuracy or completeness of any recommendation or information contained herein. DWA and the information 
provider accept no liability to the recipient whatsoever whether in contract, in tort, for negligence, or otherwise for any direct, indirect, consequential, 
or special loss of any kind arising out of the use of this document or its contents or of the recipient relying on any such recommendation or information 
(except insofar as any statutory liability cannot be excluded). Any statements nonfactual in nature constitute only current opinions, which are subject to 
change without notice. Neither the information nor any opinion expressed shall constitute an offer to sell or a solicitation or an offer to buy any securities, 
commodities or exchange traded products. This document does not purport to be complete description of the securities or commodities, markets or 
developments to which reference is made. © Copyright 2017. All rights reserved. Nasdaq, Inc. 0390-Q18
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For more information on the Dorsey 
Wright Fixed Income Allocation Index 
(DWAFIR), please email  
dwa@dorseywright.com or visit  
https://indexes.nasdaqomx.com/Index/
Overview/DWAFIR
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