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(each, a “Fund” and together, the “Funds”) will be listed and traded on Cboe BZX Exchange, Inc. As of the same
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Fund Ticker Stock Exchange
FlexShares® Morningstar US Market Factor Tilt Index Fund TILT Cboe BZX Exchange
FlexShares® Morningstar Developed Markets ex-US Factor
Tilt Index Fund TLTD NYSE Arca
FlexShares® Morningstar Emerging Markets Factor Tilt
Index Fund TLTE NYSE Arca
FlexShares® Currency Hedged Morningstar DM ex-US
Factor Tilt Index Fund TLDH NYSE Arca
FlexShares® Currency Hedged Morningstar EM Factor Tilt
Index Fund TLEH NYSE Arca
FlexShares® US Quality Large Cap Index Fund QLC NASDAQ
FlexShares® STOXX® US ESG Impact Index Fund ESG Cboe BZX Exchange
FlexShares® STOXX® Global ESG Impact Index Fund ESGG NASDAQ
FlexShares® Morningstar Global Upstream Natural
Resources Index Fund GUNR NYSE Arca
FlexShares® STOXX® Global Broad Infrastructure Index
Fund NFRA NYSE Arca
FlexShares® Global Quality Real Estate Index Fund GQRE NYSE Arca
FlexShares® Real Assets Allocation Index Fund ASET NASDAQ
FlexShares® Quality Dividend Index Fund QDF NYSE Arca
FlexShares® Quality Dividend Defensive Index Fund QDEF NYSE Arca
FlexShares® Quality Dividend Dynamic Index Fund QDYN NYSE Arca
FlexShares® International Quality Dividend Index Fund IQDF NYSE Arca
FlexShares® International Quality Dividend Defensive Index
Fund IQDE NYSE Arca
FlexShares® International Quality Dividend Dynamic Index
Fund IQDY NYSE Arca
FlexShares® iBoxx 3-Year Target Duration TIPS Index Fund TDTT NYSE Arca
FlexShares® iBoxx 5-Year Target Duration TIPS Index Fund TDTF NYSE Arca
FlexShares® Disciplined Duration MBS Index Fund MBSD NASDAQ
FlexShares® Credit-Scored US Corporate Bond Index Fund SKOR NASDAQ
FlexShares® Credit-Scored US Long Corporate Bond Index
Fund LKOR NASDAQ
FlexShares® High Yield Value-Scored Bond Index Fund HYGV NYSE Arca

Prospectus dated March 1, 2019.
An investment in a Fund is not a deposit of any bank and is not insured or guaranteed by the Federal Deposit Insurance Corporation
(“FDIC”), any other government agency, or The Northern Trust Company, or its affiliates, subsidiaries or any other bank. An investment in
a Fund involves investment risks, including possible loss of principal.
The Securities and Exchange Commission (“SEC”) has not approved or disapproved these securities or passed upon the adequacy of this Prospectus. Any
representation to the contrary is a criminal offense.
Beginning on January 1, 2021, as permitted by regulations adopted by the SEC, paper copies of the FlexShares® Trust’s shareholder reports will no lon-
ger be sent by mail, unless you specifically request paper copies of the reports from FlexShares® Trust or your financial intermediary, such as a broker-
dealer or bank. Instead, the reports will be made available on the FlexShares® Trust’s website (www.flexshares.com) and you will be notified by mail each
time a report is posted and provided with a website link to access the report.
If you have already elected to receive your shareholder reports electronically, you will not be affected by this change and you need not take any action.
You may elect to receive shareholder reports and other communications from the FlexShares® Trust electronically at any time by contacting your financial
intermediary.
You may elect to receive all future reports in paper free of charge. Please contact your financial intermediary to continue receiving paper copies of your
shareholder reports. Your election to receive reports in paper will apply to all funds in the FlexShares® Trust you hold in your account at the financial inter-
mediary. You must provide separate instructions to each of your financial intermediaries.
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Investment Objective
The Fund seeks investment results that correspond gener-
ally to the price and yield performance, before fees and
expenses, of the Morningstar® US Market Factor Tilt
IndexSM (the “Underlying Index”).

Fees and Expenses of the Fund
This table describes the fees and expenses that you may pay
if you buy and hold shares of the Fund. Under the Fund’s
Investment Advisory Agreement, the Fund is responsible
for the following expenses: interest expenses, brokerage
commissions and other trading expenses, fees and expenses
of the independent trustees and their independent legal
counsel, taxes and other extraordinary costs such as litiga-
tion and other expenses not incurred in the ordinary
course of business. You will also incur usual and customary
brokerage commissions when buying or selling shares of
the Fund in the secondary market, which are not reflected
in the example that follows:

Annual Fund Operating Expenses (expenses that you pay each
year as a percentage of the value of your investment)
Management Fees 0.25%

Distribution (12b-1) Fees 0.00%

Other Expenses(1) 0.00%(2)

Total Annual Fund Operating Expenses 0.25%

Expense Reimbursement(3) 0.00%(2)

Total Annual Fund Operating Expenses After
Expense Reimbursement 0.25%

(1) “Other expenses” include fees and expenses of the independent
trustees and their independent legal counsel.

(2) Amount is less than 0.005%.
(3) Northern Trust Investments, Inc. (“NTI” or “Investment Adviser”)

has contractually agreed to reimburse certain expenses of the
Trust’s independent trustees until March 1, 2020. The Fund’s
Board of Trustees may terminate the contractual arrangement at
any time if it determines that it is in the best interest of the Fund
and its shareholders. “Expense Reimbursement” has been
restated to reflect current contractual expense reimbursement
arrangements.

Example
The following Example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and
then redeem all of your shares at the end of those periods.

The Example also assumes that your investment has a 5%
return each year and that the Fund’s operating expenses
remain the same. Although your actual costs may be higher
or lower, based on these assumptions your costs would be:

1 Year $ 26
3 Years $ 80
5 Years $141
10 Years $318

Portfolio Turnover. The Fund pays transaction costs, such
as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher
taxes when Fund shares are held in a taxable account. These
costs, which are not reflected in annual fund operating
expenses or in the Example, affect the Fund’s performance.
Portfolio turnover may vary from year to year, as well as
within a year. During the most recent fiscal year, the Fund’s
portfolio turnover rate was 15% of the average value of its
portfolio.

Principal Investment Strategies
The Underlying Index reflects the performance of a selec-
tion of U.S. equity securities that is designed to provide
broad exposure to the overall U.S. equities market, with
increased exposure (or a “tilt”) to small-capitalization
stocks and value stocks. Small-capitalization and value
stocks in the Underlying Index are weighted slightly more
than such stocks would be in an index that is solely market-
capitalization weighted, all as determined by Morningstar,
Inc. (the “Index Provider”) pursuant to its index methodol-
ogy. In addition to tracking the performance of the Under-
lying Index, Northern Trust Investments, Inc. (“NTI” or
“Investment Adviser”) seeks to minimize portfolio turn-
over and tax inefficiencies. As of December 31, 2018, the
Underlying Index comprised of 2,553 issues with market
capitalizations ranging from $87 million to $785 billion.
The Underlying Index is governed by published, objective
rules for security selection, exclusion, rebalancing and
adjustments for corporate actions. It is reconstituted on a
semi-annual basis and is rebalanced quarterly. The compo-
sition of the Underlying Index will change over time.

NTI uses a “passive” or indexing approach to try to achieve
the Fund’s investment objective. Unlike many investment
companies, the Fund does not try to “beat” the index it
tracks and does not seek temporary defensive positions
when markets decline or appear overvalued.
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NTI uses a representative sampling strategy to manage the
Fund. “Representative sampling” is investing in a represen-
tative sample of securities that collectively has an invest-
ment profile similar to the Underlying Index. The Fund
may or may not hold all of the securities that are included
in the Underlying Index. The Fund reserves the right to
invest in substantially all of the securities in its Underlying
Index in approximately the same proportions (i.e., replica-
tion) if NTI determines that it is in the best interest of the
Fund.

Under normal circumstances, the Fund will invest at least
80% of its total assets (exclusive of collateral held from
securities lending) in the securities of the Underlying
Index. The Fund may also invest up to 20% of its assets in
cash and cash equivalents, including shares of money mar-
ket funds advised by NTI or its affiliates, futures contracts
and options on futures contracts, as well as securities not
included in the Underlying Index, but which NTI believes
will help the Fund track its Underlying Index.

The Underlying Index is sponsored by the Index Provider,
an organization that is independent of the Fund and NTI.
The Index Provider determines the composition and rela-
tive weightings of the securities in the Underlying Index
and publishes information regarding the market value of
the Underlying Index.

The Fund may lend securities representing up to one-third
of the value of the Fund’s total assets (including the value
of the collateral received).

Industry Concentration Policy. The Fund will concentrate
its investments (i.e., hold 25% or more of its total assets) in
a particular industry or group of industries to approxi-
mately the same extent that the Underlying Index is con-
centrated.

Principal Risks
As with any investment, you could lose all or part of your
investment in the Fund, and the Fund’s performance could
trail that of other investments. The Fund is subject to the
principal risks noted below, any of which may adversely
affect the Fund’s net asset value (“NAV”), trading price,
yield, total return and ability to meet its investment objec-
tive.

Authorized Participant Concentration Risk is the risk that
the Fund may be adversely affected because it has a limited
number of institutions that act as authorized participants

(“Authorized Participants”). Only an Authorized Partici-
pant may engage in creation or redemption transactions
directly with the Fund. To the extent that these institutions
exit the business or are unable to proceed with creation
and/or redemption orders with respect to the Fund and no
other Authorized Participant is able to step forward to cre-
ate or redeem Creation Units (as defined below), Fund
shares may trade at a discount to NAV and possibly face
trading halts and/or delisting.

Calculation Methodology Risk is the risk that the Under-
lying Index’s calculation methodology or sources of infor-
mation may not provide an accurate assessment of
included issuers or correct valuation of securities, nor is the
availability or timeliness of the production of the Index
guaranteed.

Concentration Risk is the risk that, to the extent the
Fund’s investments are concentrated in the securities of
issuers in a particular region, country, market, industry,
sector or asset class, the Fund may be subject to increased
price volatility and may be more susceptible to adverse eco-
nomic, market, political or regulatory occurrences affecting
that region, country, market, industry, sector or asset class.

Cyber Security and Operational Risk is the risk that the
Fund and its service providers may experience disruptions
that arise from breaches in cyber security, human error,
processing and communications errors, counterparty or
third-party errors, technology or systems failures, any of
which may have an adverse impact on the Fund. Failures or
breaches of the electronic systems of the Fund, the Fund’s
adviser, distributor, and other service providers, market
makers, Authorized Participants or the issuers of securities
in which the Fund invests have the ability to cause disrup-
tions and negatively impact the Fund’s business operations,
potentially resulting in financial losses to the Fund and its
shareholders.

Derivatives Risk is the risk of investing in derivative
instruments, such as futures contracts and options on
futures contracts. These risks include liquidity, interest
rate, market, credit, counterparty and management risks,
as well as the risk of mispricing or improper valuation.
Changes in the value of a derivative may not correlate per-
fectly with the underlying asset, rate or index, and the Fund
could lose more than the principal amount invested.

Equity Securities Risk is the risk that the values of the
equity securities owned by the Fund may be more volatile

FlexShares® Morningstar US Market Factor Tilt Index Fund (cont.)
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and underperform other asset classes and the general secu-
rities markets.

Financial Sector Risk is the risk that the Fund will be
impacted by events affecting the financial sector if it invests
a relatively large percentage of its assets in that sector,
adversely affecting the Fund’s performance. The financial
sector can be significantly affected by changes in interest
rates, government regulation, the rate of corporate and
consumer debt defaulted, price competitions and the avail-
ability and cost of capital funds.

Market Risk is the risk that general market conditions,
such as real or perceived adverse economic or political con-
ditions, inflation, changes in interest rates, lack of liquidity
in the bond markets, volatility in the equities market or
adverse investor sentiment could cause the value of your
investment in the Fund to decline. It includes the risk that a
particular style of investing, such as growth or value, may
underperform the market generally. The market value of
the securities in which the Fund invests may go up or down
in response to the prospects of individual companies, par-
ticular sectors or governments and/or general economic
conditions throughout the world due to increasingly inter-
connected global economies and financial markets.

Market Trading Risk is the risk that the Fund faces because
its shares are listed on a securities exchange, including the
potential lack of an active market for Fund shares, losses
from trading in secondary markets, periods of high volatil-
ity and disruption in the creation/redemption process of
the Fund. ANY OF THESE FACTORS MAY LEAD TO THE
FUND’S SHARES TRADING AT A PREMIUM OR DIS-
COUNT TO NAV.

Trading in Fund shares may be halted due to market condi-
tions or for reasons that, in the view of its listing exchange,
make trading in the shares inadvisable. The market prices
of Fund shares will generally fluctuate in accordance with
changes in its NAV, changes in the relative supply of, and
demand for, Fund shares, and changes in the liquidity, or
the perceived liquidity, of the Fund’s holdings.

Mid and Small Cap Stock Risk is the risk that stocks of
mid-sized and smaller companies may be more volatile
than stocks of larger, more established companies, and may
lack sufficient market liquidity. Mid-sized and small com-
panies may have limited product lines or financial
resources, may be dependent upon a particular niche of the

market, or may be dependent upon a small or inexperi-
enced management group. Securities of smaller companies
may trade less frequently and in lower volume than the
securities of larger companies, which could lead to higher
transaction costs. Generally the smaller the company size,
the greater the risk.

Passive Investment Risk is the risk that the Fund is not
actively managed and NTI does not attempt to take defen-
sive positions in any market conditions, including declin-
ing markets.

Securities Lending Risk is the risk that the Fund may lose
money because the borrower of the loaned securities fails
to return the securities in a timely manner or at all. The
Fund could also lose money in the event of a decline in the
value of collateral provided for loaned securities or a
decline in the value of any investments made with cash
collateral.

Tracking Error Risk is the risk that the Fund’s perfor-
mance may vary substantially from the performance of the
Underlying Index. The Fund employs a representative sam-
pling strategy, and may incur tracking error to a greater
extent than a fund that seeks to replicate an index. The rep-
resentative sampling strategy used by NTI may fail to pro-
duce the intended results.

U.S. Issuer Risk is the risk that certain changes in the U.S.
economy, such as when the U.S. economy weakens or when
its financial markets decline, may have an adverse effect on
the securities to which the Fund has exposure.

Valuation Risk is the risk that the sale price the Fund could
receive for a portfolio security may differ from the Fund’s
valuation of the security, particularly for securities that
trade in low volume or volatile markets or that are valued
using a fair value methodology. In addition, the value of
the securities in the Fund’s portfolio may change on days
when shareholders will not be able to purchase or sell the
Fund’s shares. The Fund relies on various sources to calcu-
late its NAV. The information may be provided by third
parties that are believed to be reliable, but the information
may not be accurate due to errors by such pricing sources,
technological issues or otherwise.

Value Investing Risk is the risk that the Fund’s investment
in companies whose securities are believed to be underval-
ued, relative to their underlying profitability, will not
appreciate in value as anticipated.

FlexShares® Morningstar US Market Factor Tilt Index Fund (cont.)
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It is possible to lose money on an investment in the Fund.
An investment in the Fund is not a deposit of any bank
and is not insured or guaranteed by the Federal Deposit
Insurance Corporation, any other government agency, or
The Northern Trust Company, its affiliates, subsidiaries
or any other bank.

Fund Performance
The bar chart and table that follow show how the Fund has
performed on a calendar year basis and provide an indica-
tion of the risks of investing in the Fund. Past performance
(before and after taxes) does not necessarily indicate how
the Fund will perform in the future. Updated information
on the Fund’s performance results can be obtained by visit-
ing www.flexshares.com.

Calendar Year Total Returns

16.42%

35.74%

9.93%
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For the periods in the bar chart above:

Best Quarter (3/31/2012): 12.92%

Worst Quarter (12/31/2018): -15.62%

Average Annual Total Returns

(for the periods ended December 31, 2018)

One
Year

Five
Year

Since
Inception
of Fund

Inception
Date
of Fund

Before Taxes -8.52% 6.30% 11.63% 9/16/2011

After Taxes on
Distributions -8.94% 5.84% 11.23% —

After Taxes on
Distributions and
Sale of Shares -4.76% 4.87% 9.43% —

Morningstar® US
Market Factor Tilt
IndexSM* -8.44% 6.47% 11.83% —

* Reflects no deduction for fees, expenses or taxes.

After-tax returns are calculated using the historical highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may dif-
fer from those shown. After-tax returns shown are not rel-
evant to investors who hold shares through tax-deferred
arrangements, such as 401(k) plans or individual retire-
ment plans. After-tax returns may exceed the return before
taxes due to an assumed tax benefit from realizing a capital
loss on a sale of Fund shares.

Management
Investment Adviser and Portfolio Managers. Northern
Trust Investments, Inc., a subsidiary of Northern Trust
Corporation, serves as the Investment Adviser of the Fund.
Robert Anstine and Brendan Sullivan, each a Vice President
of Northern Trust Investments, Inc., have served as Portfo-
lio Managers of the Fund since October 2013 and June
2016, respectively.

Purchase and Sale of Fund Shares
The Fund is an exchange-traded fund (commonly referred
to as an “ETF”). Individual Fund shares may only be pur-
chased and sold on a national securities exchange through
a broker-dealer. The price of Fund shares is based on mar-
ket price, and because ETF shares trade at market prices
rather than NAV, shares may trade at a price greater than
NAV (a premium) or less than NAV (a discount). The Fund
will only issue or redeem shares that have been aggregated
into blocks of 50,000 shares or multiples thereof (“Creation
Units”) to Authorized Participants who have entered into
agreements with the Fund’s distributor. The Fund will issue
or redeem Creation Units in return for a basket of assets
that the Fund specifies each day.

Tax Information
The Fund’s distributions are generally taxable to you as
ordinary income, qualified dividends, capital gains, Sec-
tion 199A dividends, or a combination of the four, unless
you are investing through a tax-exempt or tax-deferred
arrangement, such as a 401(k) plan or an individual retire-
ment account. Distributions may be taxable upon with-
drawal from tax-deferred accounts.

Payments to Brokers-Dealers and Other
Financial Intermediaries
If you purchase the Fund through a broker-dealer or other
financial intermediary (such as a bank), NTI and its related

FlexShares® Morningstar US Market Factor Tilt Index Fund (cont.)
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companies may pay the intermediary for activities related
to the marketing and promotion of the Fund. These pay-
ments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson
to recommend the Fund over another investment. Ask your
salesperson or visit your financial intermediary’s website
for more information.

FlexShares® Morningstar US Market Factor Tilt Index Fund (cont.)
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Investment Objective
The Fund seeks investment results that correspond gener-
ally to the price and yield performance, before fees and
expenses, of the Morningstar® Developed Markets ex-US
Factor Tilt IndexSM (the “Underlying Index”).

Fees and Expenses of the Fund
This table describes the fees and expenses that you may pay
if you buy and hold shares of the Fund. Under the Fund’s
Investment Advisory Agreement, the Fund is responsible
for the following expenses: interest expenses, brokerage
commissions and other trading expenses, fees and expenses
of the independent trustees and their independent legal
counsel, taxes and other extraordinary costs such as litiga-
tion and other expenses not incurred in the ordinary
course of business. You will also incur usual and customary
brokerage commissions when buying or selling shares of
the Fund in the secondary market, which are not reflected
in the example that follows:

Annual Fund Operating Expenses (expenses that you pay each
year as a percentage of the value of your investment)
Management Fees 0.39%

Distribution (12b-1) Fees 0.00%

Other Expenses(1) 0.00%(2)

Total Annual Fund Operating Expenses 0.39%

Expense Reimbursement(3) 0.00%(2)

Total Annual Fund Operating Expenses After
Expense Reimbursement 0.39%

(1) “Other expenses” include fees and expenses of the independent
trustees and their independent legal counsel.

(2) Amount is less than 0.005%.
(3) Northern Trust Investments, Inc. (“NTI” or “Investment Adviser”)

has contractually agreed to reimburse certain expenses of the
Trust’s independent trustees until March 1, 2020. The Fund’s
Board of Trustees may terminate the contractual arrangement at
any time if it determines that it is in the best interest of the Fund
and its shareholders. “Expense Reimbursement” has been
restated to reflect current contractual expense reimbursement
arrangements.

Example
The following Example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and
then redeem all of your shares at the end of those periods.

The Example also assumes that your investment has a 5%
return each year and that the Fund’s operating expenses
remain the same. Although your actual costs may be higher
or lower, based on these assumptions your costs would be:

1 Year $ 40
3 Years $125
5 Years $ 219
10 Years $493

Portfolio Turnover. The Fund pays transaction costs, such
as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher
taxes when Fund shares are held in a taxable account. These
costs, which are not reflected in annual fund operating
expenses or in the Example, affect the Fund’s performance.
Portfolio turnover may vary from year to year, as well as
within a year. During the most recent fiscal year, the Fund’s
portfolio turnover rate was 34% of the average value of its
portfolio.

Principal Investment Strategies
The Underlying Index reflects the performance of a selec-
tion of equity securities designed to provide broad expo-
sure to the global developed equities markets, excluding the
U.S., with increased exposure (or a “tilt”) to small-
capitalization stocks and value stocks. Small-capitalization
and value stocks in the Underlying Index are weighted
slightly more than such stocks would be in an index that is
solely market-capitalization weighted, all as determined by
Morningstar, Inc. (the “Index Provider”) pursuant to its
index methodology. In addition to tracking the perfor-
mance of the Underlying Index, Northern Trust Invest-
ments, Inc. (“NTI” or “Investment Adviser”) seeks to mini-
mize portfolio turnover and tax inefficiencies. As of
December 31, 2018, the Underlying Index comprised of
3,434 issues with market capitalizations ranging from
$48.7 million to $247.9 billion. As of December 31, 2018,
the top five countries (by weighting) represented in the
Underlying Index were Japan (28.1%), Great Britain
(16.8%), Canada (8.6%), France (7.4%), and Denmark
(6.5%). The Underlying Index is governed by published,
objective rules for security selection, exclusion, rebalancing
and adjustments for corporate actions and is reconstituted
on a semi-annual basis and is rebalanced quarterly. The
composition of the Underlying Index will change over
time.

FlexShares® Morningstar Developed
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NTI uses a “passive” or indexing approach to try to achieve
the Fund’s investment objective. Unlike many investment
companies, the Fund does not try to “beat” the index it
tracks and does not seek temporary defensive positions
when markets decline or appear overvalued.

NTI uses a representative sampling strategy to manage the
Fund. “Representative sampling” is investing in a represen-
tative sample of securities that collectively has an invest-
ment profile similar to the Underlying Index. The Fund
may or may not hold all of the securities that are included
in the Underlying Index. The Fund reserves the right to
invest in substantially all of the securities in its Underlying
Index in approximately the same proportions (i.e., replica-
tion) if NTI determines that it is in the best interest of the
Fund.

Under normal circumstances, the Fund will invest at least
80% of its total assets (exclusive of collateral held from
securities lending) in the securities of the Underlying Index
and in American Depositary Receipts (“ADRs”) and Global
Depositary Receipts (“GDRs”) (collectively “Depositary
Receipts”) based on the securities in the Underlying Index.
The Fund may also invest up to 20% of its assets in cash
and cash equivalents, including shares of money market
funds advised by NTI or its affiliates, futures contracts,
options on futures contracts and forward currency con-
tracts, as well as securities not included in the Underlying
Index, but which NTI believes will help the Fund track its
Underlying Index.

The Underlying Index is sponsored by the Index Provider,
an organization that is independent of the Fund and NTI.
The Index Provider determines the composition and rela-
tive weightings of the securities in the Underlying Index
and publishes information regarding the market value of
the Underlying Index.

The Fund may lend securities representing up to one-third
of the value of the Fund’s total assets (including the value
of the collateral received).

Industry Concentration Policy. The Fund will concentrate
its investments (i.e., hold 25% or more of its total assets) in
a particular industry or group of industries to approxi-
mately the same extent that the Underlying Index is con-
centrated.

Principal Risks
As with any investment, you could lose all or part of your
investment in the Fund, and the Fund’s performance could

trail that of other investments. The Fund is subject to the
principal risks noted below, any of which may adversely
affect the Fund’s net asset value (“NAV”), trading price,
yield, total return and ability to meet its investment objec-
tive.

Authorized Participant Concentration Risk is the risk that
the Fund may be adversely affected because it has a limited
number of institutions that act as authorized participants
(“Authorized Participants”). Only an Authorized Partici-
pant may engage in creation or redemption transactions
directly with the Fund. To the extent that these institutions
exit the business or are unable to proceed with creation
and/or redemption orders with respect to the Fund and no
other Authorized Participant is able to step forward to cre-
ate or redeem Creation Units (as defined below), Fund
shares may trade at a discount to NAV and possibly face
trading halts and/or delisting. This risk may be heightened
because of its investments in non-U.S. securities.

Calculation Methodology Risk is the risk that the Under-
lying Index’s calculation methodology or sources of infor-
mation may not provide an accurate assessment of
included issuers or correct valuation of securities, nor is the
availability or timeliness of the production of the Index
guaranteed.

Concentration Risk is the risk that, to the extent the
Fund’s investments are concentrated in the securities of
issuers in a particular region, country, market, industry,
sector or asset class, the Fund may be subject to increased
price volatility and may be more susceptible to adverse eco-
nomic, market, political or regulatory occurrences affecting
that region, country, market, industry, sector or asset class.

Currency Risk is the risk that foreign currencies, securities
that trade in or receive revenues in foreign currencies, or
derivatives that provide exposure to foreign currencies will
fluctuate in value relative to the U.S. dollar, adversely
affecting the value of the Fund’s investments and its
returns. Because the Fund’s net asset value is determined
on the basis of U.S. dollars, you may lose money if the local
currency of a foreign market depreciates against the U.S.
dollar, even if the market value of the Fund’s holdings
appreciates. In addition, fluctuations in the exchange val-
ues of currencies could affect the economy or particular
business operations of companies in a geographic region in
which the Fund invests, causing an adverse impact on the
Fund’s investments in the affected region.

FlexShares® Morningstar Developed
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Cyber Security and Operational Risk is the risk that the
Fund and its service providers may experience disruptions
that arise from breaches in cyber security, human error,
processing and communications errors, counterparty or
third-party errors, technology or systems failures, any of
which may have an adverse impact on the Fund. Failures or
breaches of the electronic systems of the Fund, the Fund’s
adviser, distributor, and other service providers, market
makers, Authorized Participants or the issuers of securities
in which the Fund invests have the ability to cause disrup-
tions and negatively impact the Fund’s business operations,
potentially resulting in financial losses to the Fund and its
shareholders.

Derivatives Risk is the risk of investing in derivative
instruments, such as futures contracts, options on futures
contracts and forward currency contracts. These risks
include liquidity, interest rate, market, credit, counterparty
and management risks, as well as the risk of mispricing or
improper valuation. Changes in the value of a derivative
may not correlate perfectly with the underlying asset, rate
or index, and the Fund could lose more than the principal
amount invested.

Equity Securities Risk is the risk that the values of the
equity securities owned by the Fund may be more volatile
and underperform other asset classes and the general secu-
rities markets.

Financial Sector Risk is the risk that the Fund will be
impacted by events affecting the financial sector if it invests
a relatively large percentage of its assets in that sector,
adversely affecting the Fund’s performance. The financial
sector can be significantly affected by changes in interest
rates, government regulation, the rate of corporate and
consumer debt defaulted, price competitions and the avail-
ability and cost of capital funds.

Foreign Securities Risk is the risk that investing in foreign
(non-U.S.) securities may result in the Fund experiencing
more rapid and extreme changes in value than a fund that
invests exclusively in U.S. securities, due to less liquid mar-
kets, and adverse economic, political, diplomatic, financial,
and regulatory factors. Foreign governments also may
impose limits on investment and repatriation and impose
taxes. Any of these events could cause the value of the
Fund’s investments to decline. To the extent that the Fund’s
assets are significantly invested in a single country or geo-

graphic region, the Fund will be subject to the risks associ-
ated with that particular country or region. For example, in
a June 2016 referendum, citizens of the United Kingdom
voted to leave the EU (known as “Brexit”), which may have
a negative impact on the economy and currency of the
United Kingdom, including increased volatility and illi-
quidity and potentially lower economic growth.

Japan Investment Risk is the risk of investing in securities
of Japanese issuers. As of December 31, 2018, the Fund was
concentrated in securities of Japanese issuers. The Japanese
economy may be subject to considerable degrees of eco-
nomic, political and social instability, which could nega-
tively impact Japanese issuers. In recent times, Japan’s eco-
nomic growth rate has remained low, and it may remain
low in the future. In addition, Japan is subject to the risk of
natural disasters, such as earthquakes, volcanic eruptions,
typhoons and tsunamis, which could negatively affect the
Fund.

Market Risk is the risk that general market conditions,
such as real or perceived adverse economic or political con-
ditions, inflation, changes in interest rates, lack of liquidity
in the bond markets, volatility in the equities market or
adverse investor sentiment could cause the value of your
investment in the Fund to decline. It includes the risk that a
particular style of investing, such as growth or value, may
underperform the market generally. The market value of
the securities in which the Fund invests may go up or down
in response to the prospects of individual companies, par-
ticular sectors or governments and/or general economic
conditions throughout the world due to increasingly inter-
connected global economies and financial markets.

Market Trading Risk is the risk that the Fund faces because
its shares are listed on a securities exchange, including the
potential lack of an active market for Fund shares, losses
from trading in secondary markets, periods of high volatil-
ity and disruption in the creation/redemption process of
the Fund. ANY OF THESE FACTORS MAY LEAD TO THE
FUND’S SHARES TRADING AT A PREMIUM OR DIS-
COUNT TO NAV.

Trading in Fund shares may be halted due to market condi-
tions or for reasons that, in the view of its listing exchange,
make trading in the shares inadvisable. The market prices
of Fund shares will generally fluctuate in accordance with
changes in its NAV, changes in the relative supply of, and
demand for, Fund shares, and changes in the liquidity, or
the perceived liquidity, of the Fund’s holdings.

FlexShares® Morningstar Developed
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Mid and Small Cap Stock Risk is the risk that stocks of
mid-sized and smaller companies may be more volatile
than stocks of larger, more established companies, and may
lack sufficient market liquidity. Mid-sized and small com-
panies may have limited product lines or financial
resources, may be dependent upon a particular niche of the
market, or may be dependent upon a small or inexperi-
enced management group. Securities of smaller companies
may trade less frequently and in lower volume than the
securities of larger companies, which could lead to higher
transaction costs. Generally the smaller the company size,
the greater the risk.

Passive Investment Risk is the risk that the Fund is not
actively managed and NTI does not attempt to take defen-
sive positions in any market conditions, including declin-
ing markets.

Securities Lending Risk is the risk that the Fund may lose
money because the borrower of the loaned securities fails
to return the securities in a timely manner or at all. The
Fund could also lose money in the event of a decline in the
value of collateral provided for loaned securities or a
decline in the value of any investments made with cash
collateral.

Tracking Error Risk is the risk that the Fund’s perfor-
mance may vary substantially from the performance of the
Underlying Index. The Fund employs a representative sam-
pling strategy, and may incur tracking error to a greater
extent than a fund that seeks to replicate an index. The rep-
resentative sampling strategy used by NTI may fail to pro-
duce the intended results.

Valuation Risk is the risk that the sale price the Fund could
receive for a portfolio security may differ from the Fund’s
valuation of the security, particularly for securities that
trade in low volume or volatile markets or that are valued
using a fair value methodology. In addition, the value of
the securities in the Fund’s portfolio may change on days
when shareholders will not be able to purchase or sell the
Fund’s shares. The Fund relies on various sources to calcu-
late its NAV. The information may be provided by third
parties that are believed to be reliable, but the information
may not be accurate due to errors by such pricing sources,
technological issues or otherwise.

Value Investing Risk is the risk that the Fund’s investment
in companies whose securities are believed to be underval-
ued, relative to their underlying profitability, will not
appreciate in value as anticipated.

It is possible to lose money on an investment in the Fund.
An investment in the Fund is not a deposit of any bank
and is not insured or guaranteed by the Federal Deposit
Insurance Corporation, any other government agency, or
The Northern Trust Company, its affiliates, subsidiaries
or any other bank.

Fund Performance
The bar chart and table that follow show how the Fund has
performed on a calendar year basis and provide an indica-
tion of the risks of investing in the Fund. Past performance
(before and after taxes) does not necessarily indicate how
the Fund will perform in the future. Updated information
on the Fund’s performance results can be obtained by visit-
ing www.flexshares.com.

Calendar Year Total Returns

25.92%

-40%

-20%

0%

20%

40%

201820172016201520142013

21.96%

5.40%

-17.24%

-4.62% -2.03%

For the periods shown in the bar chart above:

Best Quarter (9/30/2013): 12.35%

Worst Quarter (12/31/2018): -14.09%
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Average Annual Total Returns

(for the periods ended December 31, 2018)

One
Year

Five
Year

Since
Inception
of Fund

Inception
Date
of Fund

Before Taxes -17.24% 0.52% 4.27% 9/25/2012

After Taxes on
Distributions -17.78% -0.10% 3.71% —

After Taxes on
Distributions and
Sale of Shares -9.73% 0.46% 3.39% —

Morningstar®
Developed
Markets ex-US
Factor Tilt
IndexSM* -17.21% 0.63% 4.42% —

* Reflects no deduction for fees, expenses or taxes.

After-tax returns are calculated using the historical highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may dif-
fer from those shown. After-tax returns shown are not rel-
evant to investors who hold shares through tax-deferred
arrangements, such as 401(k) plans or individual retire-
ment plans. After-tax returns may exceed the return before
taxes due to an assumed tax benefit from realizing a capital
loss on a sale of Fund shares.

Management
Investment Adviser and Portfolio Managers. Northern
Trust Investments, Inc., a subsidiary of Northern Trust
Corporation, serves as the Investment Adviser of the Fund.
Robert Anstine and Brendan Sullivan, each a Vice President
of Northern Trust Investments, Inc., have served as Portfo-
lio Managers of the Fund since October 2013 and June
2016, respectively.

Purchase and Sale of Fund Shares
The Fund is an exchange-traded fund (commonly referred
to as an “ETF”). Individual Fund shares may only be pur-
chased and sold on a national securities exchange through
a broker-dealer. The price of Fund shares is based on mar-
ket price, and because ETF shares trade at market prices
rather than NAV, shares may trade at a price greater than
NAV (a premium) or less than NAV (a discount). The Fund

will only issue or redeem shares that have been aggregated
into blocks of 200,000 shares or multiples thereof (“Cre-
ation Units”) to Authorized Participants who have entered
into agreements with the Fund’s distributor. The Fund will
issue or redeem Creation Units in return for a basket of
assets that the Fund specifies each day.

Tax Information
The Fund’s distributions are generally taxable to you as
ordinary income, qualified dividends, capital gains, or a
combination of the three, unless you are investing through
a tax-exempt or tax-deferred arrangement, such as a
401(k) plan or an individual retirement account. Distribu-
tions may be taxable upon withdrawal from tax-deferred
accounts.

Payments to Brokers-Dealers and Other
Financial Intermediaries
If you purchase the Fund through a broker-dealer or other
financial intermediary (such as a bank), NTI and its related
companies may pay the intermediary for activities related
to the marketing and promotion of the Fund. These pay-
ments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson
to recommend the Fund over another investment. Ask your
salesperson or visit your financial intermediary’s website
for more information.
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Investment Objective
The Fund seeks investment results that correspond gener-
ally to the price and yield performance, before fees and
expenses, of the Morningstar® Emerging Markets Factor
Tilt IndexSM (the “Underlying Index”).

Fees and Expenses of the Fund
This table describes the fees and expenses that you may pay
if you buy and hold shares of the Fund. Under the Fund’s
Investment Advisory Agreement, the Fund is responsible
for the following expenses: interest expenses, brokerage
commissions and other trading expenses, fees and expenses
of the independent trustees and their independent legal
counsel, taxes and other extraordinary costs such as litiga-
tion and other expenses not incurred in the ordinary
course of business. You will also incur usual and customary
brokerage commissions when buying or selling shares of
the Fund in the secondary market, which are not reflected
in the example that follows:

Annual Fund Operating Expenses (expenses that you pay each
year as a percentage of the value of your investment)
Management Fees 0.59%

Distribution (12b-1) Fees 0.00%

Other Expenses(1) 0.00%(2)

Total Annual Fund Operating Expenses 0.59%

Expense Reimbursement(3) 0.00%(2)

Total Annual Fund Operating Expenses After
Expense Reimbursement 0.59%

(1) “Other expenses” include fees and expenses of the independent
trustees and their independent legal counsel.

(2) Amount is less than 0.005%.
(3) Northern Trust Investments, Inc. (“NTI” or “Investment Adviser”)

has contractually agreed to reimburse certain expenses of the
Trust’s independent trustees until March 1, 2020. The Fund’s
Board of Trustees may terminate the contractual arrangement at
any time if it determines that it is in the best interest of the Fund
and its shareholders. “Expense Reimbursement” has been
restated to reflect current contractual expense reimbursement
arrangements.

Example
The following Example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and
then redeem all of your shares at the end of those periods.

The Example also assumes that your investment has a 5%
return each year and that the Fund’s operating expenses
remain the same. Although your actual costs may be higher
or lower, based on these assumptions your costs would be:

1 Year $ 60
3 Years $189
5 Years $329
10 Years $738

Portfolio Turnover. The Fund pays transaction costs, such
as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher
taxes when Fund shares are held in a taxable account. These
costs, which are not reflected in annual fund operating
expenses or in the Example, affect the Fund’s performance.
Portfolio turnover may vary from year to year, as well as
within a year. During the most recent fiscal year, the Fund’s
portfolio turnover rate was 49% of the average value of its
portfolio.

Principal Investment Strategies
The Underlying Index reflects the performance of a selec-
tion of equity securities designed to provide broad expo-
sure to the global emerging equities markets, with
increased exposure (or a “tilt”) to small-capitalization
stocks and value stocks. Small-capitalization and value
stocks in the Underlying Index are weighted slightly more
than such stocks would be in an index that is solely market-
capitalization weighted, all as determined by Morningstar,
Inc. (the “Index Provider”) pursuant to its index methodol-
ogy. In addition to tracking the performance of the Under-
lying Index, Northern Trust Investments, Inc. (“NTI” or
“Investment Adviser”) seeks to minimize portfolio turn-
over and tax inefficiencies. As of December 31, 2018, the
Underlying Index comprised of 2,519 issues with market
capitalizations ranging from $4.9 million to $381.8 billion.
As of December 31, 2018, the top five countries (by weight-
ing) represented in the Underlying Index were China
(32.4%), South Korea (16.7%), Taiwan (12.7%), India
(6.9%), and Brazil (6.2%). The Underlying Index is gov-
erned by published, objective rules for security selection,
exclusion, rebalancing and adjustments for corporate
actions and is reconstituted on a semi-annual basis and is
rebalanced quarterly. The composition of the Underlying
Index will change over time.
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NTI uses a “passive” or indexing approach to try to achieve
the Fund’s investment objective. Unlike many investment
companies, the Fund does not try to “beat” the index it
tracks and does not seek temporary defensive positions
when markets decline or appear overvalued.

NTI uses a representative sampling strategy to manage the
Fund. “Representative sampling” is investing in a represen-
tative sample of securities that collectively has an invest-
ment profile similar to the Underlying Index. The Fund
may or may not hold all of the securities that are included
in the Underlying Index. The Fund reserves the right to
invest in substantially all of the securities in its Underlying
Index in approximately the same proportions (i.e., replica-
tion) if NTI determines that it is in the best interest of the
Fund.

Under normal circumstances, the Fund will invest at least
80% of its total assets (exclusive of collateral held from
securities lending) in the securities of the Underlying Index
and in American Depositary Receipts (“ADRs”) and Global
Depositary Receipts (“GDRs”) (collectively “Depositary
Receipts”) based on the securities in the Underlying Index.
The Fund may also invest up to 20% of its assets in cash
and cash equivalents, including shares of money market
funds advised by NTI or its affiliates, futures contracts,
options on futures contracts and forward currency con-
tracts, as well as securities not included in the Underlying
Index, but which NTI believes will help the Fund track its
Underlying Index.

The Underlying Index is sponsored by the Index Provider,
an organization that is independent of the Fund and NTI.
The Index Provider determines the composition and rela-
tive weightings of the securities in the Underlying Index
and publishes information regarding the market value of
the Underlying Index.

The Fund may lend securities representing up to one-third
of the value of the Fund’s total assets (including the value
of the collateral received).

Industry Concentration Policy. The Fund will concentrate
its investments (i.e., hold 25% or more of its total assets) in
a particular industry or group of industries to approxi-
mately the same extent that the Underlying Index is con-
centrated.

Principal Risks
As with any investment, you could lose all or part of your
investment in the Fund, and the Fund’s performance could

trail that of other investments. The Fund is subject to the
principal risks noted below, any of which may adversely
affect the Fund’s net asset value (“NAV”), trading price,
yield, total return and ability to meet its investment objec-
tive.

Authorized Participant Concentration Risk is the risk that
the Fund may be adversely affected because it has a limited
number of institutions that act as authorized participants
(“Authorized Participants”). Only an Authorized Partici-
pant may engage in creation or redemption transactions
directly with the Fund. To the extent that these institutions
exit the business or are unable to proceed with creation
and/or redemption orders with respect to the Fund and no
other Authorized Participant is able to step forward to cre-
ate or redeem Creation Units (as defined below), Fund
shares may trade at a discount to NAV and possibly face
trading halts and/or delisting. This risk may be heightened
because of its investments in non-U.S. securities.

Calculation Methodology Risk is the risk that the Under-
lying Index’s calculation methodology or sources of infor-
mation may not provide an accurate assessment of
included issuers or correct valuation of securities, nor is the
availability or timeliness of the production of the Index
guaranteed.

China Investment Risk is the risk of investing in securities
of Chinese issuers. As of December 31, 2018, the Fund was
concentrated in securities of Chinese issuers. The Chinese
economy may be subject to considerable degrees of eco-
nomic, political and social instability. China is an emerging
market and demonstrates significantly higher volatility
from time to time in comparison to developed markets.
Despite recent reforms of economic and market practices,
Chinese markets generally continue to experience ineffi-
ciency, volatility and pricing anomalies resulting from gov-
ernmental influence, a lack of publicly available informa-
tion and/or political and social instability. Export growth
continues to be a major driver of China’s rapid economic
growth. Reduced spending on Chinese products and ser-
vices, institution of tariffs or other trade barriers, or a
downturn in any of the economies of China’s key trading
partners may have an adverse impact on the Chinese
economy.

Concentration Risk is the risk that, to the extent the
Fund’s investments are concentrated in the securities of
issuers in a particular region, country, market, industry,
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sector or asset class, the Fund may be subject to increased
price volatility and may be more susceptible to adverse eco-
nomic, market, political or regulatory occurrences affecting
that region, country, market, industry, sector or asset class.

Currency Risk is the risk that foreign currencies, securities
that trade in or receive revenues in foreign currencies, or
derivatives that provide exposure to foreign currencies will
fluctuate in value relative to the U.S. dollar, adversely
affecting the value of the Fund’s investments and its
returns. Because the Fund’s net asset value is determined
on the basis of U.S. dollars, you may lose money if the local
currency of a foreign market depreciates against the U.S.
dollar, even if the market value of the Fund’s holdings
appreciates. In addition, fluctuations in the exchange val-
ues of currencies could affect the economy or particular
business operations of companies in a geographic region in
which the Fund invests, causing an adverse impact on the
Fund’s investments in the affected region.

Cyber Security and Operational Risk is the risk that the
Fund and its service providers may experience disruptions
that arise from breaches in cyber security, human error,
processing and communications errors, counterparty or
third-party errors, technology or systems failures, any of
which may have an adverse impact on the Fund. Failures or
breaches of the electronic systems of the Fund, the Fund’s
adviser, distributor, and other service providers, market
makers, Authorized Participants or the issuers of securities
in which the Fund invests have the ability to cause disrup-
tions and negatively impact the Fund’s business operations,
potentially resulting in financial losses to the Fund and its
shareholders.

Derivatives Risk is the risk of investing in derivative
instruments, such as futures contracts, options on futures
contracts and forward currency contracts. These risks
include liquidity, interest rate, market, credit, counterparty
and management risks, as well as the risk of mispricing or
improper valuation. Changes in the value of a derivative
may not correlate perfectly with the underlying asset, rate
or index, and the Fund could lose more than the principal
amount invested.

Emerging Markets Risk is the risk that markets of emerg-
ing market countries are less developed and less liquid,
subject to greater price volatility and generally subject to
increased economic, political, regulatory and other uncer-
tainties than more developed markets.

Equity Securities Risk is the risk that the values of the
equity securities owned by the Fund may be more volatile
and underperform other asset classes and the general secu-
rities markets.

Financial Sector Risk is the risk that the Fund will be
impacted by events affecting the financial sector if it invests
a relatively large percentage of its assets in that sector,
adversely affecting the Fund’s performance. The financial
sector can be significantly affected by changes in interest
rates, government regulation, the rate of corporate and
consumer debt defaulted, price competitions and the avail-
ability and cost of capital funds.

Foreign Securities Risk is the risk that investing in foreign
(non-U.S.) securities may result in the Fund experiencing
more rapid and extreme changes in value than a fund that
invests exclusively in U.S. securities, due to less liquid mar-
kets, and adverse economic, political, diplomatic, financial,
and regulatory factors. Foreign governments also may
impose limits on investment and repatriation and impose
taxes. Any of these events could cause the value of the
Fund’s investments to decline. To the extent that the Fund’s
assets are significantly invested in a single country or geo-
graphic region, the Fund will be subject to the risks associ-
ated with that particular country or region.

Market Risk is the risk that general market conditions,
such as real or perceived adverse economic or political con-
ditions, inflation, changes in interest rates, lack of liquidity
in the bond markets, volatility in the equities market or
adverse investor sentiment could cause the value of your
investment in the Fund to decline. It includes the risk that a
particular style of investing, such as growth or value, may
underperform the market generally. The market value of
the securities in which the Fund invests may go up or down
in response to the prospects of individual companies, par-
ticular sectors or governments and/or general economic
conditions throughout the world due to increasingly inter-
connected global economies and financial markets.

Market Trading Risk is the risk that the Fund faces because
its shares are listed on a securities exchange, including the
potential lack of an active market for Fund shares, losses
from trading in secondary markets, periods of high volatil-
ity and disruption in the creation/redemption process of
the Fund. ANY OF THESE FACTORS MAY LEAD TO THE
FUND’S SHARES TRADING AT A PREMIUM OR DIS-
COUNT TO NAV.
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Trading in Fund shares may be halted due to market condi-
tions or for reasons that, in the view of its listing exchange,
make trading in the shares inadvisable. The market prices
of Fund shares will generally fluctuate in accordance with
changes in its NAV, changes in the relative supply of, and
demand for, Fund shares, and changes in the liquidity, or
the perceived liquidity, of the Fund’s holdings.

Mid and Small Cap Stock Risk is the risk that stocks of
mid-sized and smaller companies may be more volatile
than stocks of larger, more established companies, and may
lack sufficient market liquidity. Mid-sized and small com-
panies may have limited product lines or financial
resources, may be dependent upon a particular niche of the
market, or may be dependent upon a small or inexperi-
enced management group. Securities of smaller companies
may trade less frequently and in lower volume than the
securities of larger companies, which could lead to higher
transaction costs. Generally the smaller the company size,
the greater the risk.

Passive Investment Risk is the risk that the Fund is not
actively managed and NTI does not attempt to take defen-
sive positions in any market conditions, including declin-
ing markets.

Securities Lending Risk is the risk that the Fund may lose
money because the borrower of the loaned securities fails
to return the securities in a timely manner or at all. The
Fund could also lose money in the event of a decline in the
value of collateral provided for loaned securities or a
decline in the value of any investments made with cash
collateral.

Tracking Error Risk is the risk that the Fund’s perfor-
mance may vary substantially from the performance of the
Underlying Index. The Fund employs a representative sam-
pling strategy, and may incur tracking error to a greater
extent than a fund that seeks to replicate an index. The rep-
resentative sampling strategy used by NTI may fail to pro-
duce the intended results.

Valuation Risk is the risk that the sale price the Fund could
receive for a portfolio security may differ from the Fund’s
valuation of the security, particularly for securities that
trade in low volume or volatile markets or that are valued
using a fair value methodology. In addition, the value of
the securities in the Fund’s portfolio may change on days
when shareholders will not be able to purchase or sell the

Fund’s shares. The Fund relies on various sources to calcu-
late its NAV. The information may be provided by third
parties that are believed to be reliable, but the information
may not be accurate due to errors by such pricing sources,
technological issues or otherwise.

Value Investing Risk is the risk that the Fund’s investment
in companies whose securities are believed to be underval-
ued, relative to their underlying profitability, will not
appreciate in value as anticipated.

It is possible to lose money on an investment in the Fund.
An investment in the Fund is not a deposit of any bank
and is not insured or guaranteed by the Federal Deposit
Insurance Corporation, any other government agency, or
The Northern Trust Company, its affiliates, subsidiaries
or any other bank.

Fund Performance
The bar chart and table that follow show how the Fund has
performed on a calendar year basis and provide an indica-
tion of the risks of investing in the Fund. Past performance
(before and after taxes) does not necessarily indicate how
the Fund will perform in the future. Updated information
on the Fund’s performance results can be obtained by visit-
ing www.flexshares.com.

Calendar Year Total Returns

32.37%

-40%

-20%

0%

20%

40%

201820172016201520142013
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12.05%

-2.13%

-12.97% -16.14%

For the periods shown in the bar chart above:

Best Quarter (3/31/2017): 11.73%

Worst Quarter (9/30/2015): -17.49%
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Average Annual Total Returns

(for the periods ended December 31, 2018)

One
Year

Five
Year

Since
Inception
of Fund

Inception
Date
of Fund

Before Taxes -16.14% 1.16% 1.43% 9/25/2012

After Taxes on
Distributions -16.61% 0.64% 0.98% —

After Taxes on
Distributions and
Sale of Shares -9.05% 0.90% 1.11% —

Morningstar®
Emerging
Markets Factor
Tilt IndexSM* -15.53% 1.76% 2.12% —

* Reflects no deduction for fees, expenses or taxes.

After-tax returns are calculated using the historical highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may dif-
fer from those shown. After-tax returns shown are not rel-
evant to investors who hold shares through tax-deferred
arrangements, such as 401(k) plans or individual retire-
ment plans. After-tax returns may exceed the return before
taxes due to an assumed tax benefit from realizing a capital
loss on a sale of Fund shares.

Management
Investment Adviser and Portfolio Managers. Northern
Trust Investments, Inc., a subsidiary of Northern Trust
Corporation, serves as the Investment Adviser of the Fund.
Robert Anstine and Brendan Sullivan, each a Vice President
of Northern Trust Investments, Inc., have served as Portfo-
lio Managers of the Fund since October 2013 and June
2016, respectively.

Purchase and Sale of Fund Shares
The Fund is an exchange-traded fund (commonly referred
to as an “ETF”). Individual Fund shares may only be pur-
chased and sold on a national securities exchange through
a broker-dealer. The price of Fund shares is based on mar-
ket price, and because ETF shares trade at market prices
rather than NAV, shares may trade at a price greater than
NAV (a premium) or less than NAV (a discount). The Fund

will only issue or redeem shares that have been aggregated
into blocks of 100,000 shares or multiples thereof (“Cre-
ation Units”) to Authorized Participants who have entered
into agreements with the Fund’s distributor. The Fund will
issue or redeem Creation Units in return for a basket of
assets that the Fund specifies each day.

Tax Information
The Fund’s distributions are generally taxable to you as
ordinary income, qualified dividends, capital gains, or a
combination of the three, unless you are investing through
a tax-exempt or tax-deferred arrangement, such as a
401(k) plan or an individual retirement account. Distribu-
tions may be taxable upon withdrawal from tax-deferred
accounts.

Payments to Brokers-Dealers and Other
Financial Intermediaries
If you purchase the Fund through a broker-dealer or other
financial intermediary (such as a bank), NTI and its related
companies may pay the intermediary for activities related
to the marketing and promotion of the Fund. These pay-
ments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson
to recommend the Fund over another investment. Ask your
salesperson or visit your financial intermediary’s website
for more information.
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Investment Objective
The Fund seeks investment results that correspond gener-
ally to the price and yield performance, before fees and
expenses, of the Morningstar®Developed Markets ex-US
Factor Tilt Hedged IndexSM (the “Underlying Index”).

Fees and Expenses of the Fund
This table describes the fees and expenses that you may pay
if you buy and hold shares of the Fund. Under the Fund’s
Investment Advisory Agreement, the Fund is responsible
for the following other expenses: interest expenses, broker-
age commissions and other trading expenses, fees and
expenses of the independent trustees and their indepen-
dent legal counsel, taxes and other extraordinary costs such
as litigation and other expenses not incurred in the ordi-
nary course of business. You will also incur usual and cus-
tomary brokerage commissions when buying or selling
shares of the Fund in the secondary market, which are not
reflected in the example that follows:

Annual Fund Operating Expenses (expenses that you pay each
year as a percentage of the value of your investment)
Management Fees 0.44%

Distribution (12b-1) Fees 0.00%

Other Expenses(1) 0.00%(2)

Acquired Fund Fees and Expenses(3) 0.39%

Total Annual Fund Operating Expenses(1) 0.83%

Expense Reimbursement(4) -0.39%

Total Annual Fund Operating Expenses After
Expense Reimbursement(1) 0.44%

(1) “Other expenses”, “Total Annual Fund Operating Expenses”
and “Total Annual Fund Operating Expenses After Expense
Reimbursement” have been restated to reflect current expenses.
“Other expenses” include fees and expenses of the independent
trustees and their independent legal counsel.

(2) Amount is less than 0.005%.
(3) “Acquired Fund Fees and Expenses” reflect the Fund’s pro rata

share of the fees and expenses incurred by investing in the
Underlying Fund (as defined below). The impact of Acquired
Fund Fees and Expenses will be included in the total returns of
the Fund. Acquired Fund Fees and Expenses are not used to
calculate the Fund’s net asset value per share (“NAV”).

(4) Northern Trust Investments, Inc. (“NTI” or “Investment Adviser”)
has contractually agreed to reimburse certain expenses of the
Trust’s independent trustees until March 1, 2020. NTI also has
contractually agreed until March 1, 2020 to waive Manage-
ment Fees or reimburse certain expenses in an amount equal to
the Acquired Fund Fees and Expenses attributable to the Fund’s

investments in the Underlying Fund (as defined below). The
Fund’s Board of Trustees may terminate the contractual arrange-
ments at any time if it determines that it is in the best interest of
the Fund and its shareholders. “Expense Reimbursement” has
been restated to reflect current expenses and contractual
expense reimbursement arrangements.

Example
The following Example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and
then redeem all of your shares at the end of those periods.
The Example also assumes that your investment has a 5%
return each year and that the Fund’s operating expenses
remain the same (taking into account the expense reim-
bursement arrangement for one year). Although your
actual costs may be higher or lower, based on these
assumptions your costs would be:

1 Year $ 45
3 Years $226
5 Years $422
10 Years $989

Portfolio Turnover. The Fund pays transaction costs, such
as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher
taxes when Fund shares are held in a taxable account. These
costs, which are not reflected in annual fund operating
expenses or in the Example, affect the Fund’s performance.
Portfolio turnover may vary from year to year, as well as
within a year. During the most recent fiscal year, the Fund’s
portfolio turnover rate was 9% of the average value of its
portfolio.

Principal Investment Strategies
The Underlying Index reflects the performance of a selec-
tion of equity securities designed to provide broad expo-
sure to the global developed equities markets, excluding the
U.S., with (i) increased exposure (or a “tilt”) to small-
capitalization stocks and value stocks and (ii) currency risk
of the securities included in the Index hedged against the
U.S. dollar on a monthly basis. Small-capitalization and
value stocks in the Underlying Index are weighted slightly
more than such stocks would be in an index that is solely
market-capitalization weighted, all as determined by
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Morningstar, Inc. (the “Index Provider”) pursuant to its
index methodology. In addition to tracking the perfor-
mance of the Underlying Index, the Investment Adviser
seeks to minimize portfolio turnover and tax inefficiencies.
The Underlying Index is governed by published, objective
rules for security selection, exclusion, rebalancing and
adjustments for corporate actions and is reconstituted on a
semi-annual basis and is rebalanced quarterly. As of
December 31, 2018, the Underlying Index was comprised
of 3,434 issues with market capitalizations ranging from
$48.7 million to $247.9 billion. As of December 31, 2018,
the top five countries (by weighting) represented in the
Underlying Index were Japan (28.1%), Great Britain
(16.8%), Canada (8.6%), France (7.4%), and Denmark
(6.5%). The composition of the Underlying Index will
change over time.

Currently, the Fund achieves its investment objective by
investing a substantial portion of its assets in the
FlexShares® Morningstar Developed Markets ex-US Factor
Tilt Index Fund (an “Underlying Fund”). The Fund may
also invest directly in the securities included in the Under-
lying Index.

NTI uses a “passive” or indexing approach to try to achieve
the Fund’s investment objective. Unlike many investment
companies, the Fund does not try to “beat” the index it
tracks and does not seek temporary defensive positions
when markets decline or appear overvalued.

NTI uses a representative sampling strategy to manage the
Fund and the Underlying Fund. “Representative sampling”
is investing in a representative sample of securities that
collectively has an investment profile similar to the Under-
lying Index. The Fund or the Underlying Fund may or may
not hold all of the securities that are included in its respec-
tive underlying index. The Fund reserves the right to invest
in substantially all of the securities in its Underlying Index
in approximately the same proportions (i.e., replication) if
NTI determines that it is in the best interest of the Fund.

Under normal circumstances, the Fund will invest at least
80% of its total assets (exclusive of collateral held from
securities lending) in the securities of the Underlying Index
(including indirect investments through the Underlying
Fund) and in American Depositary Receipts (“ADRs”) and
Global Depositary Receipts (“GDRs”) (collectively
“Depositary Receipts”) based on the securities in the

Underlying Index. The Fund may also invest up to 20% of
its assets in cash and cash equivalents, including shares of
money market funds advised by NTI or its affiliates, futures
contracts, options on futures contracts, and foreign cur-
rency forward contracts, as well as securities not included
in the Underlying Index, but which NTI believes will help
the Fund track its Underlying Index.

Components of the Underlying Index include equity secu-
rities and foreign currency forward contracts (both deliver-
able and non-deliverable) designed to hedge against non-
U.S. currency fluctuations. The notional exposure to
foreign currency forward contracts (deliverable and non-
deliverable) generally will be a short position that hedges
the currency risk of the equity portfolio. The Underlying
Index uses a methodology that sells forward the total value
of the non-U.S. dollar denominated securities included in
the Underlying Index at a one-month forward rate to effec-
tively create a “hedge” against fluctuations in the relative
value of the component currencies in relation to the U.S.
dollar. The hedge is reset on a monthly basis. The Underly-
ing Index is designed to have higher returns than an
equivalent unhedged investment when the component cur-
rencies are weakening relative to the U.S. dollar. Conversely,
the Underlying Index is designed to have lower returns
than an equivalent unhedged investment when the compo-
nent currencies are rising relative to the U.S. dollar.

In order to replicate the “hedging” component of the
Underlying Index, the Fund intends to enter into foreign
currency forward contracts designed to offset the Fund’s
exposure to the component currencies. A foreign currency
forward contract is a contract between two parties to buy
or sell a specified amount of a specific currency in the
future at an agreed upon exchange rate. The Fund’s expo-
sure to foreign currency forward contracts is based on the
aggregate exposure of the Fund to the component curren-
cies. While this exposure is designed to minimize the
impact of currency fluctuations on Fund returns, it does
not necessarily eliminate the Fund’s exposure to the com-
ponent currencies. The return of the foreign currency for-
ward contracts may not perfectly offset the actual fluctua-
tions between the component currencies and the U.S.
dollar.

The Fund may use non-deliverable foreign currency for-
ward contracts (“NDFs”) to execute its hedging transac-
tions. A non-deliverable foreign currency forward contract
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is a contract where there is no physical settlement of two
currencies at maturity. Rather, based on the movement of
the currencies, a net cash settlement will be made by one
party to the other.

The Underlying Index is sponsored by the Index Provider,
an organization that is independent of the Fund and NTI.
The Index Provider determines the composition and rela-
tive weightings of the securities in the Underlying Index
and publishes information regarding the market value of
the Underlying Index.

The Fund is “non-diversified” under the Investment Com-
pany Act of 1940, as amended, and may invest more of its
assets in fewer issuers than “diversified” funds.

The Fund may lend securities representing up to one-third
of the value of the Fund’s total assets (including the value
of the collateral received).

Industry Concentration Policy. The Fund will concentrate
its investments (i.e., hold 25% or more of its total assets) in
a particular industry or group of industries to approxi-
mately the same extent that the Underlying Index is con-
centrated.

Principal Risks
As with any investment, you could lose all or part of your
investment in the Fund, and the Fund’s performance could
trail that of other investments. The Fund is subject to the
principal risks noted below, any of which may adversely
affect the Fund’s net asset value (“NAV”), trading price,
yield, total return and ability to meet its investment objec-
tive.

Authorized Participant Concentration Risk is the risk that
the Fund may be adversely affected because it has a limited
number of institutions that act as authorized participants
(“Authorized Participants”). Only an Authorized Partici-
pant may engage in creation or redemption transactions
directly with the Fund. To the extent that these institutions
exit the business or are unable to proceed with creation
and/or redemption orders with respect to the Fund and no
other Authorized Participant is able to step forward to cre-
ate or redeem Creation Units (as defined below), Fund
shares may trade at a discount to NAV and possibly face
trading halts and/or delisting. This risk may be heightened
because of its investments in non-U.S. securities.

Calculation Methodology Risk is the risk that the Under-
lying Index’s calculation methodology or sources of infor-

mation may not provide an accurate assessment of
included issuers or correct valuation of securities, nor is the
availability or timeliness of the production of the Index
guaranteed.

Concentration Risk is the risk that, to the extent the
Fund’s or Underlying Fund’s investments are concentrated
in the securities of issuers in a particular region, country,
market, industry, sector or asset class, the Fund may be
subject to increased price volatility and may be more sus-
ceptible to adverse economic, market, political or regula-
tory occurrences affecting that region, country, market,
industry, sector or asset class.

Currency Hedging Risk is the risk that the Fund’s hedging
transactions will not be effective. The Fund enters into for-
eign currency forward contracts designed to offset the
Fund’s currency exposure of non-U.S. dollar denominated
securities included in the Underlying Index against the U.S.
dollar. These contracts may not be successful. To the extent
the Fund’s foreign currency contracts are not successful,
the U.S. dollar value of your investment in the Fund may
go down. Because the Fund’s currency hedge is reset on a
monthly basis, currency risk can develop or increase intra-
month. Furthermore, while the Fund is designed to hedge
against currency fluctuations, it is possible that a degree of
currency exposure may remain even at the time a hedging
transaction is implemented. Currency exchange rates can
be very volatile and can change quickly and unpredictably.
Therefore, the value of a investment in the Fund may also
go up or down quickly and unpredictably and investors
may lose money. In addition, a Fund’s currency hedging
activities may involve frequent trading of currency instru-
ments, which may increase transaction costs and cause the
Fund’s return to deviate from the Underlying Index.

In seeking to track the performance of the Underlying
Index, the Fund will attempt to hedge the currency expo-
sure of non-U.S. dollar denominated securities held in its
portfolio by investing in foreign currency forward con-
tracts, which may include non-deliverable foreign currency
forward contracts (“NDFs”). NDFs on currencies are often
less liquid than deliverable forward currency contracts. A
lack of liquidity in NDFs of the hedged currency could
result in the Fund being unable to structure its hedging
transactions as intended. In addition, NTI may seek to
limit the size of the Fund in order to attempt to reduce a

FlexShares® Currency Hedged Morningstar DM ex-US Factor Tilt Index
Fund (cont.)

19



situation where the Fund is unable to obtain sufficient
liquidity in an underlying currency to implement its invest-
ment objective.

Currency Risk is the risk that foreign currencies, securities
that trade in or receive revenues in foreign currencies, or
derivatives that provide exposure to foreign currencies will
fluctuate in value relative to the U.S. dollar, adversely
affecting the value of the Fund’s investments and its
returns. Because the Fund’s net asset value is determined
on the basis of U.S. dollars, you may lose money if the local
currency of a foreign market depreciates against the U.S.
dollar and the Fund’s attempt to hedge currency exposure
is unsuccessful, even if the market value of the Fund’s hold-
ings appreciates. In addition, fluctuations in the exchange
values of currencies could affect the economy or particular
business operations of companies in a geographic region in
which the Fund invests, causing an adverse impact on the
Fund’s investments in the affected region. As a result, inves-
tors have the potential for losses regardless of the length of
time they intend to hold Fund shares.

Cyber Security and Operational Risk is the risk that the
Fund and its service providers may experience disruptions
that arise from breaches in cyber security, human error,
processing and communications errors, counterparty or
third-party errors, technology or systems failures, any of
which may have an adverse impact on the Fund. Failures or
breaches of the electronic systems of the Fund, the Fund’s
adviser, distributor, and other service providers, market
makers, Authorized Participants or the issuers of securities
in which the Fund invests have the ability to cause disrup-
tions and negatively impact the Fund’s business operations,
potentially resulting in financial losses to the Fund and its
shareholders.

Derivatives Risk is the risk of investing in derivative
instruments, such as foreign currency forward contracts,
futures contracts and options on futures contracts. These
risks include liquidity, interest rate, market, credit,
counterparty and management risks, as well as the risk of
mispricing or improper valuation. The Fund may use
derivatives to hedge the currency exposure resulting from
investments in foreign securities. Changes in the value of a
derivative may not correlate perfectly with the underlying
asset, rate or index, and the Fund could lose more than the
principal amount invested.

Equity Securities Risk is the risk that the values of the
equity securities owned by the Fund may be more volatile
and underperform other asset classes and the general secu-
rities markets.

Financial Sector Risk is the risk that the Fund will be
impacted by events affecting the financial sector if it invests
a relatively large percentage of its assets in that sector,
adversely affecting the Fund’s performance. The financial
sector can be significantly affected by changes in interest
rates, government regulation, the rate of corporate and
consumer debt defaulted, price competitions and the avail-
ability and cost of capital funds.

Foreign Securities Risk is the risk that investing in foreign
(non-U.S.) securities may result in the Fund or Underlying
Fund experiencing more rapid and extreme changes in
value than a fund that invests exclusively in U.S. securities,
due to less liquid markets, and adverse economic, political,
diplomatic, financial, and regulatory factors. Foreign gov-
ernments also may impose limits on investment and repa-
triation and impose taxes. Any of these events could cause
the value of the Fund’s investments to decline. To the
extent that the Fund’s or Underlying Fund’s assets are sig-
nificantly invested in a single country or geographic region,
the Fund will be subject to the risks associated with that
particular country or region. For example, in a June 2016
referendum, citizens of the United Kingdom voted to leave
the EU (known as “Brexit”), which may have a negative
impact on the economy and currency of the United King-
dom, including increased volatility and illiquidity and
potentially lower economic growth.

Fund of Funds Risk is the risk that, because the Fund
expects to invest a substantial portion of its assets in the
Underlying Fund, the Fund’s investment performance is
directly related to the performance of the Underlying Fund.
The Fund’s NAV will change with changes in the value of
the Underlying Fund and other securities in which the
Fund invests based on their market valuations. In addition,
the shares of the Underlying Fund may trade at a premium
or discount to their intrinsic value (i.e., the market value
may differ from the net asset value of an exchange-traded
fund’s shares) for a number of reasons. For example, sup-
ply and demand for shares of the Underlying Fund or mar-
ket disruptions may cause the market price of the Underly-
ing Fund to deviate from the value of the Underlying
Fund’s investments, which may be exacerbated in less liq-
uid markets.
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An investment in the Fund will entail more costs and
expenses than a direct investment in the Underlying Fund.
By investing in the Underlying Fund indirectly through the
Fund, you will incur not only a proportionate share of the
expenses of the Underlying Fund held by the Fund (includ-
ing operating costs and investment management fees), but
also expenses of the Fund. As the Fund’s allocation to the
Underlying Fund changes from time to time, or to the
extent that the expense ratio of the Underlying Fund
changes, the weighted average operating expenses borne by
the Fund may increase or decrease.

The Investment Adviser may have an incentive to take into
account the effect on an Underlying Fund in which the
Fund may invest in determining whether, and under what
circumstances, to purchase or sell shares in that Underlying
Fund. Although the Investment Adviser takes steps to
address the conflicts of interest, it is possible that the con-
flicts could impact the Fund.

Japan Investment Risk is the risk of investing in securities
of Japanese issuers. As of December 31, 2018, the Fund was
concentrated in securities of Japanese issuers. The Japanese
economy may be subject to considerable degrees of eco-
nomic, political and social instability, which could nega-
tively impact Japanese issuers. In recent times, Japan’s eco-
nomic growth rate has remained low, and it may remain
low in the future. In addition, Japan is subject to the risk of
natural disasters, such as earthquakes, volcanic eruptions,
typhoons and tsunamis, which could negatively affect the
Fund.

Market Risk is the risk that general market conditions,
such as real or perceived adverse economic or political con-
ditions, inflation, changes in interest rates, lack of liquidity
in the bond markets, volatility in the equities market or
adverse investor sentiment could cause the value of your
investment in the Fund to decline. It includes the risk that a
particular style of investing, such as growth or value, may
underperform the market generally. The market value of
the securities in which the Fund invests may go up or down
in response to the prospects of individual companies, par-
ticular sectors or governments and/or general economic
conditions throughout the world due to increasingly inter-
connected global economies and financial markets.

Market Trading Risk is the risk that the Fund and the
Underlying Fund face because their shares are listed on a
securities exchange, including the potential lack of an

active market for Fund shares, losses from trading in sec-
ondary markets, periods of high volatility and disruption
in the creation/redemption process of the Fund or Under-
lying Fund. ANY OF THESE FACTORS MAY LEAD TO
THE FUND’S SHARES TRADING AT A PREMIUM OR
DISCOUNT TO NAV.

Trading in Fund shares may be halted due to market condi-
tions or for reasons that, in the view of its listing exchange,
make trading in the shares inadvisable. The market prices
of Fund shares will generally fluctuate in accordance with
changes in its NAV, changes in the relative supply of, and
demand for, Fund shares, and changes in the liquidity, or
the perceived liquidity, of the Fund’s holdings.

Mid and Small Cap Stock Risk is the risk that stocks of
mid-sized and smaller companies may be more volatile
than stocks of larger, more established companies, and may
lack sufficient market liquidity. Mid-sized and small com-
panies may have limited product lines or financial
resources, may be dependent upon a particular niche of the
market, or may be dependent upon a small or inexperi-
enced management group. Securities of smaller companies
may trade less frequently and in lower volume than the
securities of larger companies, which could lead to higher
transaction costs. Generally the smaller the company size,
the greater the risk.

Non-Diversification Risk is the risk that Fund perfor-
mance may depend on the performance of a small number
of issuers because the Fund may invest a large percentage of
its assets in securities issued by or representing a small
number of issuers.

Passive Investment Risk is the risk that the Fund and the
Underlying Fund are not actively managed and NTI does
not attempt to take defensive positions in any market con-
ditions, including declining markets.

Securities Lending Risk is the risk that the Fund may lose
money because the borrower of the loaned securities fails
to return the securities in a timely manner or at all. The
Fund could also lose money in the event of a decline in the
value of collateral provided for loaned securities or a
decline in the value of any investments made with cash
collateral.

Tax Risk is the risk that, because the Fund is expected to
invest in the Underlying Fund, the Fund’s realized losses on
sales of shares of the Underlying Fund may be indefinitely
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or permanently deferred as “wash sales.” Distributions of
short-term capital gains by the Underlying Fund will be
recognized as ordinary income by the Fund and would not
be offset by the Fund’s capital loss carryforwards, if any.
Capital loss carryforwards of the Underlying Fund, if any,
would not offset net capital gains of the Fund. Each of
these effects is caused by the Fund’s investment in the
Underlying Fund and may result in distributions to Fund
shareholders being of higher magnitudes and less likely to
qualify for lower capital gain tax rates than if the Fund were
to invest otherwise.

Tracking Error Risk is the risk that the Fund’s perfor-
mance may vary substantially from the performance of the
Underlying Index. The Fund employs a representative sam-
pling strategy, and may incur tracking error to a greater
extent than a fund that seeks to replicate an index. The
Underlying Fund is also subject to tracking error risk in
seeking to track the performance of its underlying index.
The representative sampling strategy used by NTI may fail
to produce the intended results.

Valuation Risk is the risk that the sale price the Fund or
the Underlying Fund could receive for a portfolio security
may differ from the Fund’s valuation of the security, par-
ticularly for securities that trade in low volume or volatile
markets or that are valued using a fair value methodology.
In addition, the value of the securities in the Fund’s or
Underlying Fund’s portfolio may change on days when
shareholders will not be able to purchase or sell the Fund’s
shares. The Fund relies on various sources to calculate its
NAV. The information may be provided by third parties
that are believed to be reliable, but the information may
not be accurate due to errors by such pricing sources, tech-
nological issues or otherwise.

Value Investing Risk is the risk that the Fund’s or Underly-
ing Fund’s investment in companies whose securities are
believed to be undervalued, relative to their underlying
profitability, will not appreciate in value as anticipated.

It is possible to lose money on an investment in the Fund.
An investment in the Fund is not a deposit of any bank
and is not insured or guaranteed by the Federal Deposit
Insurance Corporation, any other government agency, or
The Northern Trust Company, its affiliates, subsidiaries
or any other bank.

Fund Performance
The bar chart and table that follow show how the Fund has
performed on a calendar year basis and provide an indica-

tion of the risks of investing in the Fund. Past performance
(before and after taxes) does not necessarily indicate how
the Fund will perform in the future. Updated information
on the Fund’s performance results can be obtained by visit-
ing www.flexshares.com.

Calendar Year Total Returns
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For the periods in the bar chart above:

Best Quarter (12/31/2016): 8.97%

Worst Quarter (12/31/2018): -13.13%

Average Annual Total Returns

(for the periods ended December 31, 2018)

One
Year

Since
Inception
of Fund

Inception
Date
of Fund

Before Taxes -12.88% 3.31% 11/9/2015

After Taxes on
Distributions -12.98% 2.56% —

After Taxes on
Distributions and Sale of
Shares -7.19% 2.55% —

Morningstar®
Developed Markets ex-
US Factor Tilt Hedged
IndexSM* -12.55% 3.48% —

* Reflects no deduction for fees, expenses or taxes.

After-tax returns are calculated using the historical highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may dif-
fer from those shown. After-tax returns shown are not rel-
evant to investors who hold shares through tax-deferred
arrangements, such as 401(k) plans or individual retire-
ment plans. After-tax returns may exceed the return before
taxes due to an assumed tax benefit from realizing a capital
loss on a sale of Fund shares.
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Management
Investment Adviser and Portfolio Managers. Northern
Trust Investments, Inc., a subsidiary of Northern Trust
Corporation, serves as the Investment Adviser of the Fund.
Robert Anstine and Brendan Sullivan, each a Vice President
of Northern Trust Investments, Inc., have served as Portfo-
lio Managers of the Fund since inception of the Fund and
June 2016, respectively.

Purchase and Sale of Fund Shares
The Fund is an exchange-traded fund (commonly referred
to as an “ETF”). Individual Fund shares may only be pur-
chased and sold on a national securities exchange through
a broker-dealer. The price of Fund shares is based on mar-
ket price, and because ETF shares trade at market prices
rather than NAV, shares may trade at a price greater than
NAV (a premium) or less than NAV (a discount). The Fund
will only issue or redeem shares that have been aggregated
into blocks of 25,000 shares or multiples thereof (“Creation
Units”) to Authorized Participants who have entered into
agreements with the Fund’s distributor. The Fund will issue
or redeem Creation Units in return for a basket of assets
that the Fund specifies each day.

Tax Information
The Fund’s distributions are generally taxable to you as
ordinary income, qualified dividends, capital gains, or a
combination of the three, unless you are investing through
a tax-exempt or tax-deferred arrangement, such as a
401(k) plan or an individual retirement account. Distribu-
tions may be taxable upon withdrawal from tax-deferred
accounts.

Payments to Brokers-Dealers and Other
Financial Intermediaries
If you purchase the Fund through a broker-dealer or other
financial intermediary (such as a bank), NTI and its related
companies may pay the intermediary for activities related
to the marketing and promotion of the Fund. These pay-
ments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson
to recommend the Fund over another investment. Ask your
salesperson or visit your financial intermediary’s website
for more information.
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Investment Objective
The Fund seeks investment results that correspond gener-
ally to the price and yield performance, before fees and
expenses, of the Morningstar®Emerging Markets Factor
Tilt Hedged IndexSM (the “Underlying Index”).

Fees and Expenses of the Fund
This table describes the fees and expenses that you may pay
if you buy and hold shares of the Fund. Under the Fund’s
Investment Advisory Agreement, the Fund is responsible
for the following other expenses: interest expenses, broker-
age commissions and other trading expenses, fees and
expenses of the independent trustees and their indepen-
dent legal counsel, taxes and other extraordinary costs such
as litigation and other expenses not incurred in the ordi-
nary course of business. You will also incur usual and cus-
tomary brokerage commissions when buying or selling
shares of the Fund in the secondary market, which are not
reflected in the example that follows:

Annual Fund Operating Expenses (expenses that you pay each
year as a percentage of the value of your investment)
Management Fees 0.64%

Distribution (12b-1) Fees 0.00%

Other Expenses(1) 0.00%(2)

Acquired Fund Fees and Expenses(3) 0.59%

Total Annual Fund Operating Expenses(1) 1.23%

Expense Reimbursement(4) -0.59%

Total Annual Fund Operating Expenses After
Expense Reimbursement(1) 0.64%

(1) “Other expenses”, “Total Annual Fund Operating Expenses”
and “Total Annual Fund Operating Expenses After Expense
Reimbursement” have been restated to reflect current expenses.
“Other expenses” include fees and expenses of the independent
trustees and their independent legal counsel.

(2) Amount is less than 0.005%.
(3) “Acquired Fund Fees and Expenses” reflect the Fund’s pro rata

share of the fees and expenses incurred by investing in the
Underlying Fund (as defined below). The impact of Acquired
Fund Fees and Expenses will be included in the total returns of
the Fund. Acquired Fund Fees and Expenses are not used to
calculate the Fund’s net asset value per share (“NAV”).

(4) Northern Trust Investments, Inc. (“NTI” or “Investment Adviser”)
has contractually agreed to reimburse certain expenses of the
Trust’s independent trustees until March 1, 2020. NTI also has
contractually agreed until March 1, 2020 to waive Manage-
ment Fees or reimburse certain expenses in an amount equal to
the Acquired Fund Fees and Expenses attributable to the Fund’s

investments in the Underlying Fund (as defined below). The
Fund’s Board of Trustees may terminate the contractual arrange-
ments at any time if it determines that it is in the best interest of
the Fund and its shareholders. “Expense Reimbursement” has
been restated to reflect current expenses and contractual
expense reimbursement arrangements.

Example
The following Example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and
then redeem all of your shares at the end of those periods.
The Example also assumes that your investment has a 5%
return each year and that the Fund’s operating expenses
remain the same (taking into account the expense reim-
bursement arrangement for one year). Although your
actual costs may be higher or lower, based on these
assumptions your costs would be:

1 Year $ 65
3 Years $ 332
5 Years $ 619
10 Years $1,436

Portfolio Turnover. The Fund pays transaction costs, such
as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher
taxes when Fund shares are held in a taxable account. These
costs, which are not reflected in annual fund operating
expenses or in the Example, affect the Fund’s performance.
Portfolio turnover may vary from year to year, as well as
within a year. During the most recent fiscal year, the Fund’s
portfolio turnover rate was 6% of the average value of its
portfolio.

Principal Investment Strategies
The Underlying Index reflects the performance of a selec-
tion of equity securities designed to provide broad expo-
sure to the global emerging equities markets, with (i)
increased exposure (or a “tilt”) to small-capitalization
stocks and value stocks and (ii) currency risk of the securi-
ties included in the Index hedged against the U.S. dollar on
a monthly basis. Small-capitalization and value stocks in
the Underlying Index are weighted slightly more than such
stocks would be in an index that is solely market-
capitalization weighted, all as determined by Morningstar,

FlexShares® Currency Hedged Morningstar EM Factor
Tilt Index Fund

24



Inc. (the “Index Provider”) pursuant to its index methodol-
ogy. In addition to tracking the performance of the Under-
lying Index, the Investment Adviser seeks to minimize
portfolio turnover and tax inefficiencies. The Underlying
Index is governed by published, objective rules for security
selection, exclusion, rebalancing and adjustments for cor-
porate actions and is reconstituted on a semi-annual basis
and is rebalanced quarterly. As of December 31, 2018, the
Underlying Index was comprised of 2,519 issues with mar-
ket capitalizations ranging from $4.9 million to $381.8 bil-
lion. As of December 31, 2018, the top five countries (by
weighting) represented in the Underlying Index were China
(32.4%), South Korea (16.7%), Taiwan (12.7%), India
(6.9%), and Brazil (6.2%). The composition of the Under-
lying Index will change over time.

Currently, the Fund achieves its investment objective by
investing a substantial portion of its assets in the
FlexShares® Morningstar Emerging Markets Factor Tilt
Index Fund (an “Underlying Fund”). The Fund may also
invest directly in the securities included in the Underlying
Index.

NTI uses a “passive” or indexing approach to try to achieve
the Fund’s investment objective. Unlike many investment
companies, the Fund does not try to “beat” the index it
tracks and does not seek temporary defensive positions
when markets decline or appear overvalued.

NTI uses a representative sampling strategy to manage the
Fund and the Underlying Fund. “Representative sampling”
is investing in a representative sample of securities that
collectively has an investment profile similar to the Under-
lying Index. The Fund or the Underlying Fund may or may
not hold all of the securities that are included in its respec-
tive underlying index. The Fund reserves the right to invest
in substantially all of the securities in its Underlying Index
in approximately the same proportions (i.e., replication) if
NTI determines that it is in the best interest of the Fund.

Under normal circumstances, the Fund will invest at least
80% of its total assets (exclusive of collateral held from
securities lending) in the securities of the Underlying Index
(including indirect investments through the Underlying
Fund) and in American Depositary Receipts (“ADRs”) and
Global Depositary Receipts (“GDRs”) (collectively
“Depositary Receipts”) based on the securities in the
Underlying Index. The Fund may also invest up to 20% of

its assets in cash and cash equivalents, including shares of
money market funds advised by NTI or its affiliates, futures
contracts, options on futures contracts, and foreign cur-
rency forward contracts, as well as securities not included
in the Underlying Index, but which NTI believes will help
the Fund track its Underlying Index.

Components of the Underlying Index include equity secu-
rities and foreign currency forward contracts (both deliver-
able and non-deliverable) designed to hedge against non-
U.S. currency fluctuations. The notional exposure to
foreign currency forward contracts (deliverable and non-
deliverable) generally will be a short position that hedges
the currency risk of the equity portfolio. The Underlying
Index uses a methodology that sells forward the total value
of the non-U.S. dollar denominated securities included in
the Underlying Index at a one-month forward rate to effec-
tively create a “hedge” against fluctuations in the relative
value of the component currencies in relation to the U.S.
dollar. The hedge is reset on a monthly basis. The Underly-
ing Index is designed to have higher returns than an
equivalent unhedged investment when the component cur-
rencies are weakening relative to the U.S. dollar. Conversely,
the Underlying Index is designed to have lower returns
than an equivalent unhedged investment when the compo-
nent currencies are rising relative to the U.S. dollar.

In order to replicate the “hedging” component of the
Underlying Index, the Fund intends to enter into foreign
currency forward contracts designed to offset the Fund’s
exposure to the component currencies. A foreign currency
forward contract is a contract between two parties to buy
or sell a specified amount of a specific currency in the
future at an agreed upon exchange rate. The Fund’s expo-
sure to foreign currency forward contracts is based on the
aggregate exposure of the Fund to the component curren-
cies. While this exposure is designed to minimize the
impact of currency fluctuations on Fund returns, it does
not necessarily eliminate the Fund’s exposure to the com-
ponent currencies. The return of the foreign currency for-
ward contracts may not perfectly offset the actual fluctua-
tions between the component currencies and the U.S.
dollar. The Fund may use non-deliverable foreign currency
forward contracts (“NDFs”) to execute its hedging transac-
tions. A non-deliverable foreign currency forward contract
is a contract where there is no physical settlement of two
currencies at maturity. Rather, based on the movement of
the currencies, a net cash settlement will be made by one
party to the other.
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The Underlying Index is sponsored by the Index Provider,
an organization that is independent of the Fund and NTI.
The Index Provider determines the composition and rela-
tive weightings of the securities in the Underlying Index
and publishes information regarding the market value of
the Underlying Index.

The Fund is “non-diversified” under the Investment Com-
pany Act of 1940, as amended, and may invest more of its
assets in fewer issuers than “diversified” funds.

The Fund may lend securities representing up to one-third
of the value of the Fund’s total assets (including the value
of the collateral received).

Industry Concentration Policy. The Fund will concentrate
its investments (i.e., hold 25% or more of its total assets) in
a particular industry or group of industries to approxi-
mately the same extent that the Underlying Index is con-
centrated.

Principal Risks
As with any investment, you could lose all or part of your
investment in the Fund, and the Fund’s performance could
trail that of other investments. The Fund is subject to the
principal risks noted below, any of which may adversely
affect the Fund’s net asset value (“NAV”), trading price,
yield, total return and ability to meet its investment objec-
tive.

Authorized Participant Concentration Risk is the risk that
the Fund may be adversely affected because it has a limited
number of institutions that act as authorized participants
(“Authorized Participants”). Only an Authorized Partici-
pant may engage in creation or redemption transactions
directly with the Fund. To the extent that these institutions
exit the business or are unable to proceed with creation
and/or redemption orders with respect to the Fund and no
other Authorized Participant is able to step forward to cre-
ate or redeem Creation Units (as defined below), Fund
shares may trade at a discount to NAV and possibly face
trading halts and/or delisting. This risk may be heightened
because of its investments in non-U.S. securities.

Calculation Methodology Risk is the risk that the Under-
lying Index’s calculation methodology or sources of infor-
mation may not provide an accurate assessment of
included issuers or correct valuation of securities, nor is the
availability or timeliness of the production of the Index
guaranteed.

China Investment Risk is the risk of investing in securities
of Chinese issuers. As of December 31, 2018, the Fund was
concentrated in securities of Chinese issuers. The Chinese
economy may be subject to considerable degrees of eco-
nomic, political and social instability. China is an emerging
market and demonstrates significantly higher volatility
from time to time in comparison to developed markets.
Despite recent reforms of economic and market practices,
Chinese markets generally continue to experience ineffi-
ciency, volatility and pricing anomalies resulting from gov-
ernmental influence, a lack of publicly available informa-
tion and/or political and social instability. Export growth
continues to be a major driver of China’s rapid economic
growth. Reduced spending on Chinese products and ser-
vices, institution of tariffs or other trade barriers, or a
downturn in any of the economies of China’s key trading
partners may have an adverse impact on the Chinese
economy.

Concentration Risk is the risk that, to the extent the
Fund’s or Underlying Fund’s investments are concentrated
in the securities of issuers in a particular region, country,
market, industry, sector or asset class, the Fund may be
subject to increased price volatility and may be more sus-
ceptible to adverse economic, market, political or regula-
tory occurrences affecting that region, country, market,
industry, sector or asset class.

Currency Hedging Risk is the risk that the Fund’s hedging
transactions will not be effective. The Fund enters into for-
eign currency forward contracts designed to offset the
Fund’s currency exposure of non-U.S. dollar denominated
securities included in the Underlying Index against the U.S.
dollar. These contracts may not be successful. To the extent
the Fund’s foreign currency contracts are not successful,
the U.S. dollar value of your investment in the Fund may
go down. Because the Fund’s currency hedge is reset on a
monthly basis, currency risk can develop or increase intra-
month. Furthermore, while the Fund is designed to hedge
against currency fluctuations, it is possible that a degree of
currency exposure may remain even at the time a hedging
transaction is implemented. Currency exchange rates can
be very volatile and can change quickly and unpredictably.
Therefore, the value of a investment in the Fund may also
go up or down quickly and unpredictably and investors
may lose money. In addition, a Fund’s currency hedging
activities may involve frequent trading of currency instru-
ments, which may increase transaction costs and cause the
Fund’s return to deviate from the Underlying Index.
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In seeking to track the performance of the Underlying
Index, the Fund will attempt to hedge the currency expo-
sure of non-U.S. dollar denominated securities held in its
portfolio by investing in foreign currency forward con-
tracts, which may include non-deliverable foreign currency
forward contracts (“NDFs”). NDFs on currencies are often
less liquid than deliverable forward currency contracts. A
lack of liquidity in NDFs of the hedged currency could
result in the Fund being unable to structure its hedging
transactions as intended. In addition, NTI may seek to
limit the size of the Fund in order to attempt to reduce a
situation where the Fund is unable to obtain sufficient
liquidity in an underlying currency to implement its invest-
ment objective.

Currency Risk is the risk that foreign currencies, securities
that trade in or receive revenues in foreign currencies, or
derivatives that provide exposure to foreign currencies will
fluctuate in value relative to the U.S. dollar, adversely
affecting the value of the Fund’s investments and its
returns. Because the Fund’s net asset value is determined
on the basis of U.S. dollars, you may lose money if the local
currency of a foreign market depreciates against the U.S.
dollar and the Fund’s attempt to hedge currency exposure
is unsuccessful, even if the market value of the Fund’s hold-
ings appreciates. In addition, fluctuations in the exchange
values of currencies could affect the economy or particular
business operations of companies in a geographic region in
which the Fund invests, causing an adverse impact on the
Fund’s investments in the affected region. As a result, inves-
tors have the potential for losses regardless of the length of
time they intend to hold Fund shares.

Cyber Security and Operational Risk is the risk that the
Fund and its service providers may experience disruptions
that arise from breaches in cyber security, human error,
processing and communications errors, counterparty or
third-party errors, technology or systems failures, any of
which may have an adverse impact on the Fund. Failures or
breaches of the electronic systems of the Fund, the Fund’s
adviser, distributor, and other service providers, market
makers, Authorized Participants or the issuers of securities
in which the Fund invests have the ability to cause disrup-
tions and negatively impact the Fund’s business operations,
potentially resulting in financial losses to the Fund and its
shareholders.

Derivatives Risk is the risk of investing in derivative
instruments, such as foreign currency forward contracts,
futures contracts and options on futures contracts. These

risks include liquidity, interest rate, market, credit,
counterparty and management risks, as well as the risk of
mispricing or improper valuation. The Fund may use
derivatives to hedge the currency exposure resulting from
investments in foreign securities. Changes in the value of a
derivative may not correlate perfectly with the underlying
asset, rate or index, and the Fund could lose more than the
principal amount invested.

Emerging Markets Risk is the risk that markets of emerg-
ing market countries are less developed and less liquid,
subject to greater price volatility and generally subject to
increased economic, political, regulatory and other uncer-
tainties than more developed markets.

Equity Securities Risk is the risk that the values of the
equity securities owned by the Fund may be more volatile
and underperform other asset classes and the general secu-
rities markets.

Financial Sector Risk is the risk that the Fund will be
impacted by events affecting the financial sector if it invests
a relatively large percentage of its assets in that sector,
adversely affecting the Fund’s performance. The financial
sector can be significantly affected by changes in interest
rates, government regulation, the rate of corporate and
consumer debt defaulted, price competitions and the avail-
ability and cost of capital funds.

Foreign Securities Risk is the risk that investing in foreign
(non-U.S.) securities may result in the Fund or Underlying
Fund experiencing more rapid and extreme changes in
value than a fund that invests exclusively in U.S. securities,
due to less liquid markets, and adverse economic, political,
diplomatic, financial, and regulatory factors. Foreign gov-
ernments also may impose limits on investment and repa-
triation and impose taxes. Any of these events could cause
the value of the Fund’s investments to decline. To the
extent that the Fund’s or Underlying Fund’s assets are sig-
nificantly invested in a single country or geographic region,
the Fund will be subject to the risks associated with that
particular country or region.

Fund of Funds Risk is the risk that, because the Fund
expects to invest a substantial portion of its assets in the
Underlying Fund, the Fund’s investment performance is
directly related to the performance of the Underlying Fund.
The Fund’s NAV will change with changes in the value of
the Underlying Fund and other securities in which the
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Fund invests based on their market valuations. In addition,
the shares of the Underlying Fund may trade at a premium
or discount to their intrinsic value (i.e., the market value
may differ from the net asset value of an exchange-traded
fund’s shares) for a number of reasons. For example, sup-
ply and demand for shares of the Underlying Fund or mar-
ket disruptions may cause the market price of the Underly-
ing Fund to deviate from the value of the Underlying
Fund’s investments, which may be exacerbated in less liq-
uid markets.

An investment in the Fund will entail more costs and
expenses than a direct investment in the Underlying Fund.
By investing in the Underlying Fund indirectly through the
Fund, you will incur not only a proportionate share of the
expenses of the Underlying Fund held by the Fund (includ-
ing operating costs and investment management fees), but
also expenses of the Fund. As the Fund’s allocation to the
Underlying Fund changes from time to time, or to the
extent that the expense ratio of the Underlying Fund
changes, the weighted average operating expenses borne by
the Fund may increase or decrease.

The Investment Adviser may have an incentive to take into
account the effect on an Underlying Fund in which the
Fund may invest in determining whether, and under what
circumstances, to purchase or sell shares in that Underlying
Fund. Although the Investment Adviser takes steps to
address the conflicts of interest, it is possible that the con-
flicts could impact the Fund.

Market Risk is the risk that general market conditions,
such as real or perceived adverse economic or political con-
ditions, inflation, changes in interest rates, lack of liquidity
in the bond markets, volatility in the equities market or
adverse investor sentiment could cause the value of your
investment in the Fund to decline. It includes the risk that a
particular style of investing, such as growth or value, may
underperform the market generally. The market value of
the securities in which the Fund invests may go up or down
in response to the prospects of individual companies, par-
ticular sectors or governments and/or general economic
conditions throughout the world due to increasingly inter-
connected global economies and financial markets.

Market Trading Risk is the risk that the Fund and the
Underlying Fund face because their shares are listed on a
securities exchange, including the potential lack of an

active market for Fund shares, losses from trading in sec-
ondary markets, periods of high volatility and disruption
in the creation/redemption process of the Fund or Under-
lying Fund. ANY OF THESE FACTORS MAY LEAD TO
THE FUND’S SHARES TRADING AT A PREMIUM OR
DISCOUNT TO NAV.

Trading in Fund shares may be halted due to market condi-
tions or for reasons that, in the view of its listing exchange,
make trading in the shares inadvisable. The market prices
of Fund shares will generally fluctuate in accordance with
changes in its NAV, changes in the relative supply of, and
demand for, Fund shares, and changes in the liquidity, or
the perceived liquidity, of the Fund’s holdings.

Mid and Small Cap Stock Risk is the risk that stocks of
mid-sized and smaller companies may be more volatile
than stocks of larger, more established companies, and may
lack sufficient market liquidity. Mid-sized and small com-
panies may have limited product lines or financial
resources, may be dependent upon a particular niche of the
market, or may be dependent upon a small or inexperi-
enced management group. Securities of smaller companies
may trade less frequently and in lower volume than the
securities of larger companies, which could lead to higher
transaction costs. Generally the smaller the company size,
the greater the risk.

Non-Diversification Risk is the risk that Fund perfor-
mance may depend on the performance of a small number
of issuers because the Fund may invest a large percentage of
its assets in securities issued by or representing a small
number of issuers.

Passive Investment Risk is the risk that the Fund and the
Underlying Fund are not actively managed and NTI does
not attempt to take defensive positions in any market con-
ditions, including declining markets.

Securities Lending Risk is the risk that the Fund may lose
money because the borrower of the loaned securities fails
to return the securities in a timely manner or at all. The
Fund could also lose money in the event of a decline in the
value of collateral provided for loaned securities or a
decline in the value of any investments made with cash
collateral.

Tax Risk is the risk that, because the Fund is expected to
invest in the Underlying Fund, the Fund’s realized losses on
sales of shares of the Underlying Fund may be indefinitely
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or permanently deferred as “wash sales.” Distributions of
short-term capital gains by the Underlying Fund will be
recognized as ordinary income by the Fund and would not
be offset by the Fund’s capital loss carryforwards, if any.
Capital loss carryforwards of the Underlying Fund, if any,
would not offset net capital gains of the Fund. Each of
these effects is caused by the Fund’s investment in the
Underlying Fund and may result in distributions to Fund
shareholders being of higher magnitudes and less likely to
qualify for lower capital gain tax rates than if the Fund were
to invest otherwise.

Tracking Error Risk is the risk that the Fund’s perfor-
mance may vary substantially from the performance of the
Underlying Index. The Fund employs a representative sam-
pling strategy, and may incur tracking error to a greater
extent than a fund that seeks to replicate an index. The
Underlying Fund is also subject to tracking error risk in
seeking to track the performance of its underlying index.
The representative sampling strategy used by NTI may fail
to produce the intended results.

Valuation Risk is the risk that the sale price the Fund or
the Underlying Fund could receive for a portfolio security
may differ from the Fund’s valuation of the security, par-
ticularly for securities that trade in low volume or volatile
markets or that are valued using a fair value methodology.
In addition, the value of the securities in the Fund’s or
Underlying Fund’s portfolio may change on days when
shareholders will not be able to purchase or sell the Fund’s
shares. The Fund relies on various sources to calculate its
NAV. The information may be provided by third parties
that are believed to be reliable, but the information may
not be accurate due to errors by such pricing sources, tech-
nological issues or otherwise.

Value Investing Risk is the risk that the Fund’s or Underly-
ing Fund’s investment in companies whose securities are
believed to be undervalued, relative to their underlying
profitability, will not appreciate in value as anticipated.

It is possible to lose money on an investment in the Fund.
An investment in the Fund is not a deposit of any bank
and is not insured or guaranteed by the Federal Deposit
Insurance Corporation, any other government agency, or
The Northern Trust Company, its affiliates, subsidiaries
or any other bank.

Fund Performance
The bar chart and table that follow show how the Fund has
performed on a calendar year basis and provide an indica-

tion of the risks of investing in the Fund. Past performance
(before and after taxes) does not necessarily indicate how
the Fund will perform in the future. Updated information
on the Fund’s performance results can be obtained by visit-
ing www.flexshares.com.
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For the periods in the bar chart above:

Best Quarter (3/31/2017): 8.23%

Worst Quarter (12/31/2018): -6.94%

Average Annual Total Returns

(for the periods ended December 31, 2018)

One
Year

Since
Inception
of Fund

Inception
Date
of Fund

Before Taxes -13.41% 4.28% 11/9/2015

After Taxes on
Distributions -13.76% 3.59% —

After Taxes on
Distributions and Sale of
Shares -7.37% 3.30% —

Morningstar® Emerging
Markets Factor Tilt
Hedged IndexSM* -11.16% 5.43% —

* Reflects no deduction for fees, expenses or taxes.

After-tax returns are calculated using the historical highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may dif-
fer from those shown. After-tax returns shown are not rel-
evant to investors who hold shares through tax-deferred
arrangements, such as 401(k) plans or individual retire-
ment plans. After-tax returns may exceed the return before
taxes due to an assumed tax benefit from realizing a capital
loss on a sale of Fund shares.
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Management
Investment Adviser and Portfolio Managers. Northern
Trust Investments, Inc., a subsidiary of Northern Trust
Corporation, serves as the Investment Adviser of the Fund.
Robert Anstine and Brendan Sullivan, each a Vice President
of Northern Trust Investments, Inc., have served as Portfo-
lio Managers of the Fund since inception of the Fund and
June 2016, respectively.

Purchase and Sale of Fund Shares
The Fund is an exchange-traded fund (commonly referred
to as an “ETF”). Individual Fund shares may only be pur-
chased and sold on a national securities exchange through
a broker-dealer. The price of Fund shares is based on mar-
ket price, and because ETF shares trade at market prices
rather than NAV, shares may trade at a price greater than
NAV (a premium) or less than NAV (a discount). The Fund
will only issue or redeem shares that have been aggregated
into blocks of 25,000 shares or multiples thereof (“Creation
Units”) to Authorized Participants who have entered into
agreements with the Fund’s distributor. The Fund will issue
or redeem Creation Units in return for a basket of assets
that the Fund specifies each day.

Tax Information
The Fund’s distributions are generally taxable to you as
ordinary income, qualified dividends, capital gains, or a
combination of the three, unless you are investing through
a tax-exempt or tax-deferred arrangement, such as a
401(k) plan or an individual retirement account. Distribu-
tions may be taxable upon withdrawal from tax-deferred
accounts.

Payments to Brokers-Dealers and Other
Financial Intermediaries
If you purchase the Fund through a broker-dealer or other
financial intermediary (such as a bank), NTI and its related
companies may pay the intermediary for activities related
to the marketing and promotion of the Fund. These pay-
ments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson
to recommend the Fund over another investment. Ask your
salesperson or visit your financial intermediary’s website
for more information.
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Investment Objective
The Fund seeks investment results that correspond gener-
ally to the price and yield performance, before fees and
expenses, of the Northern Trust Quality Large Cap IndexSM

(the “Underlying Index”).

Fees and Expenses of the Fund
This table describes the fees and expenses that you may pay
if you buy and hold shares of the Fund. Under the Fund’s
Investment Advisory Agreement, the Fund is responsible
for the following other expenses: interest expenses, broker-
age commissions and other trading expenses, fees and
expenses of the independent trustees and their indepen-
dent legal counsel, taxes and other extraordinary costs such
as litigation and other expenses not incurred in the ordi-
nary course of business. You will also incur usual and cus-
tomary brokerage commissions when buying or selling
shares of the Fund in the secondary market, which are not
reflected in the example that follows:

Annual Fund Operating Expenses (expenses that you pay each
year as a percentage of the value of your investment)
Management Fees 0.32%

Distribution (12b-1) Fees 0.00%

Other Expenses(1) 0.00%(2)

Total Annual Fund Operating Expenses(1) 0.32%

Expense Reimbursement(3) 0.00%(2)

Total Annual Fund Operating Expenses After
Expense Reimbursement(1) 0.32%

(1) “Other expenses”, “Total Annual Fund Operating Expenses”
and “Total Annual Fund Operating Expenses After Expense
Reimbursement” have been restated to reflect current expenses.
“Other expenses” include fees and expenses of the independent
trustees and their independent legal counsel.

(2) Amount is less than 0.005%.
(3) Northern Trust Investments, Inc. (“NTI” or “Investment Adviser”)

has contractually agreed to reimburse certain expenses of the
Trust’s independent trustees until March 1, 2020. The Fund’s
Board of Trustees may terminate the contractual arrangement at
any time if it determines that it is in the best interest of the Fund
and its shareholders. “Expense Reimbursement” has been
restated to reflect current expenses and contractual expense
reimbursement arrangements.

Example
The following Example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and

then redeem all of your shares at the end of those periods.
The Example also assumes that your investment has a 5%
return each year and that the Fund’s operating expenses
remain the same (taking into account the expense reim-
bursement arrangement for one year). Although your
actual costs may be higher or lower, based on these
assumptions your costs would be:

1 Year $ 33
3 Years $103
5 Years $180
10 Years $406

Portfolio Turnover. The Fund pays transaction costs, such
as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher
taxes when Fund shares are held in a taxable account. These
costs, which are not reflected in annual fund operating
expenses or in the Example, affect the Fund’s performance.
Portfolio turnover may vary from year to year, as well as
within a year. During the most recent fiscal year, the Fund’s
portfolio turnover rate was 94% of the average value of its
portfolio.

Principal Investment Strategies
The Underlying Index is designed to measure the perfor-
mance of companies that exhibit certain quality, valuation
and momentum characteristics within a universe of
publicly-traded US large capitalization equity securities.
The universe is comprised of the 1250 largest companies in
the Northern Trust 1250 IndexSM, a float-adjusted market
capitalization weighted index comprised of the 1250 largest
U.S. domiciled companies by market capitalization. Eligible
securities are selected and the relative weightings of the
securities are determined to optimize exposure to (i) com-
panies that exhibit financial strength and stability relative
to the broader universe of eligible securities, as measured
through a proprietary scoring model; (ii) securities trading
at lower valuations; and (iii) securities with positive
momentum (i.e., the change in a company’s price or other
metrics over a given period of time), each as determined by
NTI in its capacity as the index provider (the “Index Pro-
vider”) pursuant to its index methodology. The Underlying
Index is governed by published, objective rules for security
selection, exclusion, rebalancing and adjustments for cor-
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porate actions. The Underlying Index is reconstituted on a
quarterly basis. As of December 31, 2018, the Underlying
Index was comprised of 136 securities with a market capi-
talization ranging from $6.8 billion to $785 billion. The
composition of the Underlying Index will change over
time.

NTI uses a “passive” or indexing approach to try to achieve
the Fund’s investment objective. Unlike many investment
companies, the Fund does not try to “beat” the index it
tracks and does not seek temporary defensive positions
when markets decline or appear overvalued. In addition to
tracking the performance of the Underlying Index, the
Investment Adviser seeks to minimize portfolio turnover
and tax inefficiencies.

NTI uses a representative sampling strategy to manage the
Fund. “Representative sampling” is investing in a represen-
tative sample of securities that collectively has an invest-
ment profile similar to the Underlying Index. The Fund
may or may not hold all of the securities that are included
in the Underlying Index. The Fund reserves the right to
invest in substantially all of the securities in its Underlying
Index in approximately the same proportions (i.e., replica-
tion) if NTI determines that it is in the best interest of the
Fund.

The Fund generally will invest under normal circumstances
at least 80% of its total assets (exclusive of collateral held
from securities lending) in the securities of its Underlying
Index. The Fund may also invest up to 20% of its assets in
cash and cash equivalents, including shares of money mar-
ket funds advised by NTI or its affiliates, futures contracts
and options on futures, as well as securities not included in
the Underlying Index, but which NTI believes will help the
Fund track its Underlying Index.

The Underlying Index is created and sponsored by NTI, as
the Index Provider. NTI also serves as the investment
adviser to the Fund. The Index Provider determines the
composition and relative weightings of the securities in the
Underlying Index and publishes information regarding the
market value of the Underlying Index.

The Fund may lend securities representing up to one-third
of the value of the Fund’s total assets (including the value
of the collateral received).

Industry Concentration Policy. The Fund will concentrate
its investments (i.e., hold 25% or more of its total assets) in

a particular industry or group of industries to approxi-
mately the same extent that the Underlying Index is con-
centrated.

Principal Risks
As with any investment, you could lose all or part of your
investment in the Fund, and the Fund’s performance could
trail that of other investments. The Fund is subject to the
principal risks noted below, any of which may adversely
affect the Fund’s net asset value (“NAV”), trading price,
yield, total return and ability to meet its investment objec-
tive.

Authorized Participant Concentration Risk is the risk that
the Fund may be adversely affected because it has a limited
number of institutions that act as authorized participants
(“Authorized Participants”). Only an Authorized Partici-
pant may engage in creation or redemption transactions
directly with the Fund. To the extent that these institutions
exit the business or are unable to proceed with creation
and/or redemption orders with respect to the Fund and no
other Authorized Participant is able to step forward to cre-
ate or redeem Creation Units (as defined below), Fund
shares may trade at a discount to NAV and possibly face
trading halts and/or delisting.

Calculation Methodology Risk is the risk that the Under-
lying Index’s calculation methodology or sources of infor-
mation may not provide an accurate assessment of
included issuers or correct valuation of securities, nor is the
availability or timeliness of the production of the Index
guaranteed.

Concentration Risk is the risk that, to the extent the
Fund’s investments are concentrated in the securities of
issuers in a particular region, country, market, industry,
sector or asset class, the Fund may be subject to increased
price volatility and may be more susceptible to adverse eco-
nomic, market, political or regulatory occurrences affecting
that region, country, market, industry, sector or asset class.

Cyber Security and Operational Risk is the risk that the
Fund and its service providers may experience disruptions
that arise from breaches in cyber security, human error,
processing and communications errors, counterparty or
third-party errors, technology or systems failures, any of
which may have an adverse impact on the Fund. Failures or
breaches of the electronic systems of the Fund, the Fund’s
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adviser, distributor, and other service providers, market
makers, Authorized Participants or the issuers of securities
in which the Fund invests have the ability to cause disrup-
tions and negatively impact the Fund’s business operations,
potentially resulting in financial losses to the Fund and its
shareholders.

Derivatives Risk is the risk of investing in derivative
instruments, such as futures contracts and options on
futures contracts. These risks include liquidity, interest
rate, market, credit, counterparty and management risks,
as well as the risk of mispricing or improper valuation.
Changes in the value of a derivative may not correlate per-
fectly with the underlying asset, rate or index, and the Fund
could lose more than the principal amount invested.

Equity Securities Risk is the risk that the values of the
equity securities owned by the Fund may be more volatile
and underperform other asset classes and the general secu-
rities markets.

Information Technology Sector Risk is the risk that the
Fund will be impacted by events affecting the U.S. informa-
tion technology sector if it invests a relatively large percent-
age of its assets in that sector, adversely affecting the Fund’s
price. Securities of information technology companies may
be subject to greater price volatility than securities of com-
panies in other sectors. These securities may fall in and out
of favor with investors rapidly, which may cause sudden
selling and dramatically lower market prices. These securi-
ties also may be affected adversely by changes in technol-
ogy, consumer and business purchasing patterns, govern-
ment regulation and/or obsolete products or services. In
addition, a rising interest rate environment tends to nega-
tively affect technology companies.

Large Cap Risk is that returns on investments in stocks of
large U.S. companies could trail the returns on investments
in stocks of smaller and mid-sized companies.

Market Risk is the risk that general market conditions,
such as real or perceived adverse economic or political con-
ditions, inflation, changes in interest rates, lack of liquidity
in the bond markets, volatility in the equities market or
adverse investor sentiment could cause the value of your
investment in the Fund to decline. It includes the risk that a
particular style of investing, such as growth or value, may
underperform the market generally. The market value of
the securities in which the Fund invests may go up or down

in response to the prospects of individual companies, par-
ticular sectors or governments and/or general economic
conditions throughout the world due to increasingly inter-
connected global economies and financial markets.

Market Trading Risk is the risk that the Fund faces because
its shares are listed on a securities exchange, including the
potential lack of an active market for Fund shares, losses
from trading in secondary markets, periods of high volatil-
ity and disruption in the creation/redemption process of
the Fund. ANY OF THESE FACTORS MAY LEAD TO THE
FUND’S SHARES TRADING AT A PREMIUM OR DIS-
COUNT TO NAV.

Trading in Fund shares may be halted due to market condi-
tions or for reasons that, in the view of its listing exchange,
make trading in the shares inadvisable. The market prices
of Fund shares will generally fluctuate in accordance with
changes in its NAV, changes in the relative supply of, and
demand for, Fund shares, and changes in the liquidity, or
the perceived liquidity, of the Fund’s holdings.

Momentum Risk is the risk that securities that have had
positive momentum compared to other securities may be
more volatile than a broad cross-section of securities or
that returns on securities that have previously exhibited
positive momentum are less than returns on other securi-
ties or the overall stock market. Momentum can turn
quickly and cause significant variation from other types of
investments.

Passive Investment Risk is the risk that the Fund is not
actively managed and NTI does not attempt to take defen-
sive positions in any market conditions, including declin-
ing markets.

Securities Lending Risk is the risk that the Fund may lose
money because the borrower of the loaned securities fails
to return the securities in a timely manner or at all. The
Fund could also lose money in the event of a decline in the
value of collateral provided for loaned securities or a
decline in the value of any investments made with cash
collateral.

Tracking Error Risk is the risk that the Fund’s perfor-
mance may vary substantially from the performance of the
Underlying Index. The Fund employs a representative sam-
pling strategy, and may incur tracking error to a greater
extent than a fund that seeks to replicate an index. The rep-
resentative sampling strategy used by NTI may fail to pro-
duce the intended results.
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U.S. Issuer Risk is the risk that certain changes in the U.S.
economy, such as when the U.S. economy weakens or when
its financial markets decline, may have an adverse effect on
the securities to which the Fund has exposure.

Valuation Risk is the risk that the sale price the Fund could
receive for a portfolio security may differ from the Fund’s
valuation of the security, particularly for securities that
trade in low volume or volatile markets or that are valued
using a fair value methodology. In addition, the value of
the securities in the Fund’s portfolio may change on days
when shareholders will not be able to purchase or sell the
Fund’s shares. The Fund relies on various sources to calcu-
late its NAV. The information may be provided by third
parties that are believed to be reliable, but the information
may not be accurate due to errors by such pricing sources,
technological issues or otherwise.

Value Investing Risk is the risk that the Fund’s investment
in companies whose securities are believed to be underval-
ued, relative to their underlying profitability, will not
appreciate in value as anticipated.

It is possible to lose money on an investment in the Fund.
An investment in the Fund is not a deposit of any bank
and is not insured or guaranteed by the Federal Deposit
Insurance Corporation, any other government agency, or
The Northern Trust Company, its affiliates, subsidiaries
or any other bank.

Fund Performance
The bar chart and table that follow show how the Fund has
performed on a calendar year basis and provide an indica-
tion of the risks of investing in the Fund. Past performance
(before and after taxes) does not necessarily indicate how
the Fund will perform in the future. Updated information
on the Fund’s performance results can be obtained by visit-
ing www.flexshares.com.

Calendar Year Total Returns
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For the periods in the bar chart above:

Best Quarter (12/31/2017): 8.21%

Worst Quarter (12/31/2018): -14.77%

Average Annual Total Returns

(for the periods ended December 31, 2018)

One
Year

Since
Inception
of Fund

Inception
Date
of Fund

Before Taxes -7.54% 7.85% 9/23/2015

After Taxes on
Distributions -7.91% 7.41% —

After Taxes on
Distributions and Sale of
Shares -4.16% 6.08% —

Northern Trust Quality
Large Cap IndexSM* -7.48% 8.17% —

S&P 500 Index* -4.38% 10.42% —

* Reflects no deduction for fees, expenses or taxes.

After-tax returns are calculated using the historical highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may dif-
fer from those shown. After-tax returns shown are not rel-
evant to investors who hold shares through tax-deferred
arrangements, such as 401(k) plans or individual retire-
ment plans. After-tax returns may exceed the return before
taxes due to an assumed tax benefit from realizing a capital
loss on a sale of Fund shares.

Management
Investment Adviser and Portfolio Managers. Northern
Trust Investments, Inc., a subsidiary of Northern Trust
Corporation, serves as the Investment Adviser of the Fund.
Robert Anstine and Brendan Sullivan, each a Vice President
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of Northern Trust Investments, Inc., have served as Portfo-
lio Managers of the Fund since inception of the Fund and
June 2016, respectively.

Purchase and Sale of Fund Shares
The Fund is an exchange-traded fund (commonly referred
to as an “ETF”). Individual Fund shares may only be pur-
chased and sold on a national securities exchange through
a broker-dealer. The price of Fund shares is based on mar-
ket price, and because ETF shares trade at market prices
rather than NAV, shares may trade at a price greater than
NAV (a premium) or less than NAV (a discount). The Fund
will only issue or redeem shares that have been aggregated
into blocks of 25,000 shares or multiples thereof (“Creation
Units”) to Authorized Participants who have entered into
agreements with the Fund’s distributor. The Fund will issue
or redeem Creation Units in return for a basket of assets
that the Fund specifies each day.

Tax Information
The Fund’s distributions are generally taxable to you as
ordinary income, qualified dividends, capital gains, or a
combination of the three, unless you are investing through
a tax-exempt or tax-deferred arrangement, such as a
401(k) plan or an individual retirement account. Distribu-
tions may be taxable upon withdrawal from tax-deferred
accounts.

Payments to Brokers-Dealers and Other
Financial Intermediaries
If you purchase the Fund through a broker-dealer or other
financial intermediary (such as a bank), NTI and its related
companies may pay the intermediary for activities related
to the marketing and promotion of the Fund. These pay-
ments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson
to recommend the Fund over another investment. Ask your
salesperson or visit your financial intermediary’s website
for more information.
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Investment Objective
The Fund seeks investment results that correspond gener-
ally to the price and yield performance, before fees and
expenses, of the STOXX® USA ESG Impact IndexSM (the
“Underlying Index”).

Fees and Expenses of the Fund
This table describes the fees and expenses that you may pay
if you buy and hold shares of the Fund. Under the Fund’s
Investment Advisory Agreement, the Fund is responsible
for the following other expenses: interest expenses, broker-
age commissions and other trading expenses, fees and
expenses of the independent trustees and their indepen-
dent legal counsel, taxes and other extraordinary costs such
as litigation and other expenses not incurred in the ordi-
nary course of business. You will also incur usual and cus-
tomary brokerage commissions when buying or selling
shares of the Fund in the secondary market, which are not
reflected in the example that follows:

Annual Fund Operating Expenses (expenses that you pay each
year as a percentage of the value of your investment)
Management Fees 0.32%

Distribution (12b-1) Fees 0.00%

Other Expenses(1) 0.00%(2)

Total Annual Fund Operating Expenses(1) 0.32%

Expense Reimbursement(3) 0.00%(2)

Total Annual Fund Operating Expenses After
Expense Reimbursement(1) 0.32%

(1) “Other expenses”, “Total Annual Fund Operating Expenses”
and “Total Annual Fund Operating Expenses After Expense
Reimbursement” have been restated to reflect current expenses.
“Other expenses” include fees and expenses of the independent
trustees and their independent legal counsel.

(2) Amount is less than 0.005%.
(3) Northern Trust Investments, Inc. (“NTI” or “Investment Adviser”)

has contractually agreed to reimburse certain expenses of the
Trust’s independent trustees until March 1, 2020. The Fund’s
Board of Trustees may terminate the contractual arrangement at
any time if it determines that it is in the best interest of the Fund
and its shareholders. “Expense Reimbursement” has been
restated to reflect current expenses and contractual expense
reimbursement arrangements.

Example
The following Example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and

then redeem all of your shares at the end of those periods.
The Example also assumes that your investment has a 5%
return each year and that the Fund’s operating expenses
remain the same (taking into account the expense reim-
bursement arrangement for one year). Although your
actual costs may be higher or lower, based on these
assumptions your costs would be:

1 Year $ 33
3 Years $103
5 Years $180
10 Years $406

Portfolio Turnover. The Fund pays transaction costs, such
as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher
taxes when Fund shares are held in a taxable account. These
costs, which are not reflected in annual fund operating
expenses or in the Example, affect the Fund’s performance.
Portfolio turnover may vary from year to year, as well as
within a year. During the most recent fiscal year, the Fund’s
portfolio turnover rate was 110% of the average value of its
portfolio.

Principal Investment Strategies
The Underlying Index is an optimized index designed to
provide broad market exposure that is tilted toward U.S.
companies that score better with respect to a small set of
environmental, social and governance (ESG) characteristics
and to provide the potential for attractive risk-adjusted
performance relative to the STOXX® USA 900 Index, as
determined by STOXX Ltd. (the “Index Provider”) in
accordance with its methodology and analytical findings.

The Index Provider assigns an ESG score to each eligible
U.S. company in the STOXX® Global 1800 Index through a
proprietary model based on select ESG criteria. The
STOXX® Global 1800 Index is comprised of the 1800 larg-
est companies in the global developed markets, including
the U.S. The bottom 50% of companies based on their ESG
scores are excluded from the Underlying Index. The
weights of the remaining eligible companies in the Under-
lying Index are then adjusted so that companies with
higher relative ESG scores are weighted more, and compa-
nies with relatively lower ESG scores are weighted less than
they would be in an index that is solely market-
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capitalization weighted. Only companies that are U.S. com-
panies as determined by the Index Provider’s methodology
are included in the Underlying Index. The maximum
weight that can be assigned to a single company is limited
to 5% at the time of each index rebalancing or reconstitu-
tion. Companies that the Index Provider determines do not
adhere to the United Nations Global Compact or engage in
businesses relating to controversial weapons or coal mining
are excluded from the Underlying Index. As of Decem-
ber 31, 2018, the Underlying Index consisted of 270 U.S.
companies with market capitalizations ranging from
$5.6 billion to $779.7 billion. The Underlying Index is gov-
erned by published, objective rules for security selection,
exclusion, rebalancing and adjustments for corporate
actions and is reconstituted on a quarterly basis. The com-
position of the Underlying Index will change over time.

NTI uses a “passive” or indexing approach to try to achieve
the Fund’s investment objective. Unlike many investment
companies, the Fund does not try to “beat” the index it
tracks and does not seek temporary defensive positions
when markets decline or appear overvalued.

NTI uses a representative sampling strategy to manage the
Fund. “Representative sampling” is investing in a represen-
tative sample of securities that collectively has an invest-
ment profile similar to the Underlying Index. The Fund
may or may not hold all of the securities that are included
in the Underlying Index. The Fund reserves the right to
invest in substantially all of the securities in its Underlying
Index in approximately the same proportions (i.e., replica-
tion) if NTI determines that it is in the best interest of the
Fund.

Under normal circumstances, the Fund will invest at least
80% of its total assets (exclusive of collateral held from
securities lending) in the securities of the Underlying
Index. The Fund may also invest up to 20% of its assets in
cash and cash equivalents, including shares of money mar-
ket funds advised by NTI or its affiliates, futures contracts
and options on futures contracts, as well as securities not
included in the Underlying Index, but which NTI believes
will help the Fund track its Underlying Index.

The Underlying Index is sponsored by the Index Provider,
an organization that is independent of the Fund and NTI.
The Index Provider determines the composition and rela-
tive weightings of the securities in the Underlying Index
and publishes information regarding the market value of
the Underlying Index.

The Fund may lend securities representing up to one-third
of the value of the Fund’s total assets (including the value
of the collateral received).

Industry Concentration Policy. The Fund will concentrate
its investments (i.e., hold 25% or more of its total assets) in
a particular industry or group of industries to approxi-
mately the same extent that the Underlying Index is con-
centrated.

Principal Risks
As with any investment, you could lose all or part of your
investment in the Fund, and the Fund’s performance could
trail that of other investments. The Fund is subject to the
principal risks noted below, any of which may adversely
affect the Fund’s net asset value (“NAV”), trading price,
yield, total return and ability to meet its investment objec-
tive.

Authorized Participant Concentration Risk is the risk that
the Fund may be adversely affected because it has a limited
number of institutions that act as authorized participants
(“Authorized Participants”). Only an Authorized Partici-
pant may engage in creation or redemption transactions
directly with the Fund. To the extent that these institutions
exit the business or are unable to proceed with creation
and/or redemption orders with respect to the Fund and no
other Authorized Participant is able to step forward to cre-
ate or redeem Creation Units (as defined below), Fund
shares may trade at a discount to NAV and possibly face
trading halts and/or delisting.

Calculation Methodology Risk is the risk that the Under-
lying Index’s calculation methodology or sources of infor-
mation may not provide an accurate assessment of
included issuers or correct valuation of securities, nor is the
availability or timeliness of the production of the Index
guaranteed.

Concentration Risk is the risk that, to the extent the
Fund’s investments are concentrated in the securities of
issuers in a particular region, country, market, industry,
sector or asset class, the Fund may be subject to increased
price volatility and may be more susceptible to adverse eco-
nomic, market, political or regulatory occurrences affecting
that region, country, market, industry, sector or asset class.
The Fund may be adversely impacted by events affecting
the U.S. information technology sector.
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Cyber Security and Operational Risk is the risk that the
Fund and its service providers may experience disruptions
that arise from breaches in cyber security, human error,
processing and communications errors, counterparty or
third-party errors, technology or systems failures, any of
which may have an adverse impact on the Fund. Failures or
breaches of the electronic systems of the Fund, the Fund’s
adviser, distributor, and other service providers, market
makers, Authorized Participants or the issuers of securities
in which the Fund invests have the ability to cause disrup-
tions and negatively impact the Fund’s business operations,
potentially resulting in financial losses to the Fund and its
shareholders.

Derivatives Risk is the risk of investing in derivative
instruments, such as futures contracts and options on
futures contracts. These risks include liquidity, interest
rate, market, credit, counterparty and management risks,
as well as the risk of mispricing or improper valuation.
Changes in the value of a derivative may not correlate per-
fectly with the underlying asset, rate or index, and the Fund
could lose more than the principal amount invested.

Equity Securities Risk is the risk that the values of the
equity securities owned by the Fund may be more volatile
and underperform other asset classes and the general secu-
rities markets.

ESG Investment Risk is the risk that because the method-
ology of the Underlying Index selects and assigns weights
to securities of issuers for nonfinancial reasons, the Fund
may underperform the broader equity market or other
funds that do not utilize ESG criteria when selecting invest-
ments.

High Portfolio Turnover Risk is the risk that active and
frequent trading of the Fund’s portfolio securities may
result in increased transaction costs to the Fund, including
brokerage commissions, dealer mark-ups and other trans-
action costs, which could reduce the Fund’s return.

Information Technology Sector Risk is the risk that the
Fund will be impacted by events affecting the U.S. informa-
tion technology sector if it invests a relatively large percent-
age of its assets in that sector, adversely affecting the Fund’s
price. Securities of information technology companies may
be subject to greater price volatility than securities of com-
panies in other sectors. These securities may fall in and out
of favor with investors rapidly, which may cause sudden

selling and dramatically lower market prices. These securi-
ties also may be affected adversely by changes in technol-
ogy, consumer and business purchasing patterns, govern-
ment regulation and/or obsolete products or services. In
addition, a rising interest rate environment tends to nega-
tively affect technology companies.

Large Cap Risk is that returns on investments in stocks of
large U.S. companies could trail the returns on investments
in stocks of smaller and mid-sized companies.

Market Risk is the risk that general market conditions,
such as real or perceived adverse economic or political con-
ditions, inflation, changes in interest rates, lack of liquidity
in the bond markets, volatility in the equities market or
adverse investor sentiment could cause the value of your
investment in the Fund to decline. It includes the risk that a
particular style of investing, such as growth or value, may
underperform the market generally. The market value of
the securities in which the Fund invests may go up or down
in response to the prospects of individual companies, par-
ticular sectors or governments and/or general economic
conditions throughout the world due to increasingly inter-
connected global economies and financial markets.

Market Trading Risk is the risk that the Fund faces because
its shares are listed on a securities exchange, including the
potential lack of an active market for Fund shares, losses
from trading in secondary markets, periods of high volatil-
ity and disruption in the creation/redemption process of
the Fund. ANY OF THESE FACTORS MAY LEAD TO THE
FUND’S SHARES TRADING AT A PREMIUM OR DIS-
COUNT TO NAV.

Trading in Fund shares may be halted due to market condi-
tions or for reasons that, in the view of its listing exchange,
make trading in the shares inadvisable. The market prices
of Fund shares will generally fluctuate in accordance with
changes in its NAV, changes in the relative supply of, and
demand for, Fund shares, and changes in the liquidity, or
the perceived liquidity, of the Fund’s holdings.

Mid Cap Stock Risk is the risk that stocks of mid-sized
companies may be subject to more abrupt or erratic market
movements than stocks of larger, more established compa-
nies, and may lack sufficient market liquidity. Mid-sized
companies may have limited product lines or financial
resources, and may be dependent upon a particular niche
of the market, or may be dependent upon a small or inex-
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perienced management group. Securities of smaller com-
panies may trade less frequently and in lower volume than
the securities of larger companies, which could lead to
higher transaction costs. Generally the smaller the com-
pany size, the greater the risk.

Passive Investment Risk is the risk that the Fund is not
actively managed and NTI does not attempt to take defen-
sive positions in any market conditions, including declin-
ing markets.

Securities Lending Risk is the risk that the Fund may lose
money because the borrower of the loaned securities fails
to return the securities in a timely manner or at all. The
Fund could also lose money in the event of a decline in the
value of collateral provided for loaned securities or a
decline in the value of any investments made with cash
collateral.

Tracking Error Risk is the risk that the Fund’s perfor-
mance may vary substantially from the performance of the
Underlying Index. The Fund employs a representative sam-
pling strategy, and may incur tracking error to a greater
extent than a fund that seeks to replicate an index. The rep-
resentative sampling strategy used by NTI may fail to pro-
duce the intended results.

U.S. Issuer Risk is the risk that certain changes in the U.S.
economy, such as when the U.S. economy weakens or when
its financial markets decline, may have an adverse effect on
the securities to which the Fund has exposure.

Valuation Risk is the risk that the sale price the Fund could
receive for a portfolio security may differ from the Fund’s
valuation of the security, particularly for securities that
trade in low volume or volatile markets or that are valued
using a fair value methodology. In addition, the value of
the securities in the Fund’s portfolio may change on days
when shareholders will not be able to purchase or sell the
Fund’s shares. The Fund relies on various sources to calcu-
late its NAV. The information may be provided by third
parties that are believed to be reliable, but the information
may not be accurate due to errors by such pricing sources,
technological issues or otherwise.

It is possible to lose money on an investment in the Fund.
An investment in the Fund is not a deposit of any bank
and is not insured or guaranteed by the Federal Deposit
Insurance Corporation, any other government agency, or
The Northern Trust Company, its affiliates, subsidiaries
or any other bank.

Fund Performance
The bar chart and table that follow show how the Fund has
performed on a calendar year basis and provide an indica-
tion of the risks of investing in the Fund. Past performance
(before and after taxes) does not necessarily indicate how
the Fund will perform in the future. Updated information
on the Fund’s performance results can be obtained by visit-
ing www.flexshares.com.

Calendar Year Total Returns
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For the periods in the bar chart above:

Best Quarter (9/30/2018): 7.96%

Worst Quarter (12/31/2018): -13.14%

Average Annual Total Returns

(for the periods ended December 31, 2018)

One
Year

Since
Inception
of Fund

Inception
Date
of Fund

Before Taxes -3.56% 9.21% 7/13/2016

After Taxes on
Distributions -3.93% 8.78% —

After Taxes on
Distributions and Sale of
Shares -1.82% 7.12% —

STOXX® USA ESG Impact
IndexSM* -4.88% 8.32% —

* Reflects no deduction for fees, expenses or taxes.

After-tax returns are calculated using the historical highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may dif-
fer from those shown. After-tax returns shown are not rel-
evant to investors who hold shares through tax-deferred
arrangements, such as 401(k) plans or individual retire-
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ment plans. After-tax returns may exceed the return before
taxes due to an assumed tax benefit from realizing a capital
loss on a sale of Fund shares.

Management
Investment Adviser and Portfolio Managers. Northern
Trust Investments, Inc., a subsidiary of Northern Trust
Corporation, serves as the Investment Adviser of the Fund.
Robert Anstine and Brendan Sullivan, each a Vice President
of Northern Trust Investments, Inc., have served as Portfo-
lio Managers of the Fund since its inception.

Purchase and Sale of Fund Shares
The Fund is an exchange-traded fund (commonly referred
to as an “ETF”). Individual Fund shares may only be pur-
chased and sold on a national securities exchange through
a broker-dealer. The price of Fund shares is based on mar-
ket price, and because ETF shares trade at market prices
rather than NAV, shares may trade at a price greater than
NAV (a premium) or less than NAV (a discount). The Fund
will only issue or redeem shares that have been aggregated
into blocks of 25,000 shares or multiples thereof (“Creation
Units”) to Authorized Participants who have entered into
agreements with the Fund’s distributor. The Fund will issue
or redeem Creation Units in return for a basket of assets
that the Fund specifies each day.

Tax Information
The Fund’s distributions are generally taxable to you as
ordinary income, qualified dividends, capital gains, or a
combination of the three, unless you are investing through
a tax-exempt or tax-deferred arrangement, such as a
401(k) plan or an individual retirement account. Distribu-
tions may be taxable upon withdrawal from tax-deferred
accounts.

Payments to Brokers-Dealers and Other
Financial Intermediaries
If you purchase the Fund through a broker-dealer or other
financial intermediary (such as a bank), NTI and its related
companies may pay the intermediary for activities related
to the marketing and promotion of the Fund. These pay-
ments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson
to recommend the Fund over another investment. Ask your
salesperson or visit your financial intermediary’s website
for more information.
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Investment Objective
The Fund seeks investment results that correspond gener-
ally to the price and yield performance, before fees and
expenses, of the STOXX® Global ESG Impact IndexSM (the
“Underlying Index”).

Fees and Expenses of the Fund
This table describes the fees and expenses that you may pay
if you buy and hold shares of the Fund. Under the Fund’s
Investment Advisory Agreement, the Fund is responsible
for the following other expenses: interest expenses, broker-
age commissions and other trading expenses, fees and
expenses of the independent trustees and their indepen-
dent legal counsel, taxes and other extraordinary costs such
as litigation and other expenses not incurred in the ordi-
nary course of business. You will also incur usual and cus-
tomary brokerage commissions when buying or selling
shares of the Fund in the secondary market, which are not
reflected in the example that follows:

Annual Fund Operating Expenses (expenses that you pay each
year as a percentage of the value of your investment)
Management Fees 0.42%

Distribution (12b-1) Fees 0.00%

Other Expenses(1) 0.00%(2)

Total Annual Fund Operating Expenses(1) 0.42%

Expense Reimbursement(3) 0.00%(2)

Total Annual Fund Operating Expenses After
Expense Reimbursement(1) 0.42%

(1) “Other expenses”, “Total Annual Fund Operating Expenses”
and “Total Annual Fund Operating Expenses After Expense
Reimbursement” have been restated to reflect current expenses.
“Other expenses” include fees and expenses of the independent
trustees and their independent legal counsel.

(2) Amount is less than 0.005%.
(3) Northern Trust Investments, Inc. (“NTI” or “Investment Adviser”)

has contractually agreed to reimburse certain expenses of the
Trust’s independent trustees until March 1, 2020. The Fund’s
Board of Trustees may terminate the contractual arrangement at
any time if it determines that it is in the best interest of the Fund
and its shareholders. “Expense Reimbursement” has been
restated to reflect current expenses and contractual expense
reimbursement arrangements.

Example
The following Example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and

then redeem all of your shares at the end of those periods.
The Example also assumes that your investment has a 5%
return each year and that the Fund’s operating expenses
remain the same (taking into account the expense reim-
bursement arrangement for one year). Although your
actual costs may be higher or lower, based on these
assumptions your costs would be:

1 Year $ 43
3 Years $135
5 Years $235
10 Years $530

Portfolio Turnover. The Fund pays transaction costs, such
as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher
taxes when Fund shares are held in a taxable account. These
costs, which are not reflected in annual fund operating
expenses or in the Example, affect the Fund’s performance.
Portfolio turnover may vary from year to year, as well as
within a year. During the most recent fiscal year, the Fund’s
portfolio turnover rate was 78% of the average value of its
portfolio.

Principal Investment Strategies
The Underlying Index is an optimized index designed to
provide broad market exposure that is tilted toward global
companies that score better with respect to a small set of
environmental, social and governance (ESG) characteristics
and to provide the potential for attractive risk-adjusted
performance relative to the STOXX® Global 1800 Index, as
determined by STOXX Ltd. (the “Index Provider”) in
accordance with its methodology and analytical findings.

The Index Provider assigns an ESG score to each eligible
company in the STOXX® Global 1800 Index through a pro-
prietary model based on select ESG criteria. The STOXX®
Global 1800 Index is comprised of the 1800 largest compa-
nies in the global developed markets, including the
U.S. The bottom 50% of companies based on their ESG
scores are excluded from the Underlying Index. The
weights of the remaining eligible companies in the Under-
lying Index are then adjusted so that companies with
higher relative ESG scores are weighted more, and compa-
nies with relatively lower ESG scores are weighted less, than
they would be in an index that is solely market-
capitalization weighted. Component weightings may also
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be adjusted to ensure that the weight representation of each
country in the Underlying Index does not vary from that in
the STOXX® Global 1800 Index by more than +/-1 per-
centage point and that the weight of a single company is
less than 5% at the time of each index rebalancing or
reconstitution. Companies that the Index Provider deter-
mines do not adhere to the United Nations Global Com-
pact or engage in businesses relating to controversial weap-
ons or coal mining are excluded from the Underlying
Index. As of December 31, 2018, the Underlying Index con-
sisted of 908 companies with market capitalizations rang-
ing from $1.6 billion to $779.7 billion. As of the same date
the top five countries (by weighting) represented in the
Underlying Index were the United States (58.1%), Japan
(9.0%), Great Britain (7.3%), France (5.0%), and Switzer-
land (4.2%). The Underlying Index is governed by pub-
lished, objective rules for security selection, exclusion,
rebalancing and adjustments for corporate actions and is
reconstituted on a quarterly basis. The composition of the
Underlying Index will change over time.

NTI uses a “passive” or indexing approach to try to achieve
the Fund’s investment objective. Unlike many investment
companies, the Fund does not try to “beat” the index it
tracks and does not seek temporary defensive positions
when markets decline or appear overvalued.

NTI uses a representative sampling strategy to manage the
Fund. “Representative sampling” is investing in a represen-
tative sample of securities that collectively has an invest-
ment profile similar to the Underlying Index. The Fund
may or may not hold all of the securities that are included
in the Underlying Index. The Fund reserves the right to
invest in substantially all of the securities in its Underlying
Index in approximately the same proportions (i.e., replica-
tion) if NTI determines that it is in the best interest of the
Fund.

Under normal circumstances, the Fund will invest at least
80% of its total assets (exclusive of collateral held from
securities lending) in the securities of the Underlying Index
and in American Depositary Receipts (“ADRs”) and Global
Depositary Receipts (“GDRs”) (collectively “Depositary
Receipts”) based on the securities in the Underlying Index.
The Fund may also invest up to 20% of its assets in cash
and cash equivalents, including shares of money market
funds advised by NTI or its affiliates, futures contracts,
options on futures contracts and forward currency con-
tracts, as well as securities not included in the Underlying

Index, but which NTI believes will help the Fund track its
Underlying Index. The Fund may enter into forward for-
eign currency exchange contracts in order to facilitate local
settlements or to protect against currency exposure in con-
nection with their distributions to shareholders. The Fund
does not expect to engage in currency transactions for
speculative purposes or for purposes of hedging against
declines in the value of its assets that are denominated in a
foreign currency.

The Underlying Index is sponsored by the Index Provider,
an organization that is independent of the Fund and NTI.
The Index Provider determines the composition and rela-
tive weightings of the securities in the Underlying Index
and publishes information regarding the market value of
the Underlying Index.

The Fund may lend securities representing up to one-third
of the value of the Fund’s total assets (including the value
of the collateral received).

Industry Concentration Policy. The Fund will concentrate
its investments (i.e., hold 25% or more of its total assets) in
a particular industry or group of industries to approxi-
mately the same extent that the Underlying Index is con-
centrated.

Principal Risks
As with any investment, you could lose all or part of your
investment in the Fund, and the Fund’s performance could
trail that of other investments. The Fund is subject to the
principal risks noted below, any of which may adversely
affect the Fund’s net asset value (“NAV”), trading price,
yield, total return and ability to meet its investment objec-
tive.

Authorized Participant Concentration Risk is the risk that
the Fund may be adversely affected because it has a limited
number of institutions that act as authorized participants
(“Authorized Participants”). Only an Authorized Partici-
pant may engage in creation or redemption transactions
directly with the Fund. To the extent that these institutions
exit the business or are unable to proceed with creation
and/or redemption orders with respect to the Fund and no
other Authorized Participant is able to step forward to cre-
ate or redeem Creation Units (as defined below), Fund
shares may trade at a discount to NAV and possibly face
trading halts and/or delisting. This risk may be heightened
because of its investments in non-U.S. securities.
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Calculation Methodology Risk is the risk that the Under-
lying Index’s calculation methodology or sources of infor-
mation may not provide an accurate assessment of
included issuers or correct valuation of securities, nor is the
availability or timeliness of the production of the Index
guaranteed.

Concentration Risk is the risk that, to the extent the
Fund’s investments are concentrated in the securities of
issuers in a particular region, country, market, industry,
sector or asset class, the Fund may be subject to increased
price volatility and may be more susceptible to adverse eco-
nomic, market, political or regulatory occurrences affecting
that region, country, market, industry, sector or asset class.

Currency Risk is the risk that foreign currencies, securities
that trade in or receive revenues in foreign currencies, or
derivatives that provide exposure to foreign currencies will
fluctuate in value relative to the U.S. dollar, adversely
affecting the value of the Fund’s investments and its
returns. Because the Fund’s net asset value is determined
on the basis of U.S. dollars, you may lose money if the local
currency of a foreign market depreciates against the U.S.
dollar, even if the market value of the Fund’s holdings
appreciates. In addition, fluctuations in the exchange val-
ues of currencies could affect the economy or particular
business operations of companies in a geographic region in
which the Fund invests, causing an adverse impact on the
Fund’s investments in the affected region.

Cyber Security and Operational Risk is the risk that the
Fund and its service providers may experience disruptions
that arise from breaches in cyber security, human error,
processing and communications errors, counterparty or
third-party errors, technology or systems failures, any of
which may have an adverse impact on the Fund. Failures or
breaches of the electronic systems of the Fund, the Fund’s
adviser, distributor, and other service providers, market
makers, Authorized Participants or the issuers of securities
in which the Fund invests have the ability to cause disrup-
tions and negatively impact the Fund’s business operations,
potentially resulting in financial losses to the Fund and its
shareholders.

Derivatives Risk is the risk of investing in derivative
instruments, such as futures contracts and options on
futures contracts. These risks include liquidity, interest
rate, market, credit, counterparty and management risks,

as well as the risk of mispricing or improper valuation.
Changes in the value of a derivative may not correlate per-
fectly with the underlying asset, rate or index, and the Fund
could lose more than the principal amount invested.

Equity Securities Risk is the risk that the values of the
equity securities owned by the Fund may be more volatile
and underperform other asset classes and the general secu-
rities markets.

ESG Investment Risk is the risk that because the method-
ology of the Underlying Index selects and assigns weights
to securities of issuers for nonfinancial reasons, the Fund
may underperform the broader equity market or other
funds that do not utilize ESG criteria when selecting invest-
ments.

Foreign Securities Risk is the risk that investing in foreign
(non-U.S.) securities may result in the Fund experiencing
more rapid and extreme changes in value than a fund that
invests exclusively in U.S. securities, due to less liquid mar-
kets, and adverse economic, political, diplomatic, financial,
and regulatory factors. Foreign governments also may
impose limits on investment and repatriation and impose
taxes. Any of these events could cause the value of the
Fund’s investments to decline. To the extent that the Fund’s
assets are significantly invested in a single country or geo-
graphic region, the Fund will be subject to the risks associ-
ated with that particular country or region. For example, in
a June 2016 referendum, citizens of the United Kingdom
voted to leave the EU (known as “Brexit”), which may have
a negative impact on the economy and currency of the
United Kingdom, including increased volatility and illi-
quidity and potentially lower economic growth.

Large Cap Risk is that returns on investments in stocks of
large U.S. companies could trail the returns on investments
in stocks of smaller and mid-sized companies.

Market Risk is the risk that general market conditions,
such as real or perceived adverse economic or political con-
ditions, inflation, changes in interest rates, lack of liquidity
in the bond markets, volatility in the equities market or
adverse investor sentiment could cause the value of your
investment in the Fund to decline. It includes the risk that a
particular style of investing, such as growth or value, may
underperform the market generally. The market value of
the securities in which the Fund invests may go up or down
in response to the prospects of individual companies, par-
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ticular sectors or governments and/or general economic
conditions throughout the world due to increasingly inter-
connected global economies and financial markets.

Market Trading Risk is the risk that the Fund faces because
its shares are listed on a securities exchange, including the
potential lack of an active market for Fund shares, losses
from trading in secondary markets, periods of high volatil-
ity and disruption in the creation/redemption process of
the Fund. ANY OF THESE FACTORS MAY LEAD TO THE
FUND’S SHARES TRADING AT A PREMIUM OR DIS-
COUNT TO NAV.

Trading in Fund shares may be halted due to market condi-
tions or for reasons that, in the view of its listing exchange,
make trading in the shares inadvisable. The market prices
of Fund shares will generally fluctuate in accordance with
changes in its NAV, changes in the relative supply of, and
demand for, Fund shares, and changes in the liquidity, or
the perceived liquidity, of the Fund’s holdings.

Mid Cap Stock Risk is the risk that stocks of mid-sized
companies may be subject to more abrupt or erratic market
movements than stocks of larger, more established compa-
nies, and may lack sufficient market liquidity. Mid-sized
companies may have limited product lines or financial
resources, and may be dependent upon a particular niche
of the market, or may be dependent upon a small or inex-
perienced management group. Securities of smaller com-
panies may trade less frequently and in lower volume than
the securities of larger companies, which could lead to
higher transaction costs. Generally the smaller the com-
pany size, the greater the risk.

Passive Investment Risk is the risk that the Fund is not
actively managed and NTI does not attempt to take defen-
sive positions in any market conditions, including declin-
ing markets.

Securities Lending Risk is the risk that the Fund may lose
money because the borrower of the loaned securities fails
to return the securities in a timely manner or at all. The
Fund could also lose money in the event of a decline in the
value of collateral provided for loaned securities or a
decline in the value of any investments made with cash
collateral.

Tracking Error Risk is the risk that the Fund’s perfor-
mance may vary substantially from the performance of the
Underlying Index. The Fund employs a representative sam-

pling strategy, and may incur tracking error to a greater
extent than a fund that seeks to replicate an index. The rep-
resentative sampling strategy used by NTI may fail to pro-
duce the intended results.

U.S. Issuer Risk is the risk that certain changes in the U.S.
economy, such as when the U.S. economy weakens or when
its financial markets decline, may have an adverse effect on
the securities to which the Fund has exposure.

Valuation Risk is the risk that the sale price the Fund could
receive for a portfolio security may differ from the Fund’s
valuation of the security, particularly for securities that
trade in low volume or volatile markets or that are valued
using a fair value methodology. In addition, the value of
the securities in the Fund’s portfolio may change on days
when shareholders will not be able to purchase or sell the
Fund’s shares. The Fund relies on various sources to calcu-
late its NAV. The information may be provided by third
parties that are believed to be reliable, but the information
may not be accurate due to errors by such pricing sources,
technological issues or otherwise.

It is possible to lose money on an investment in the Fund.
An investment in the Fund is not a deposit of any bank
and is not insured or guaranteed by the Federal Deposit
Insurance Corporation, any other government agency, or
The Northern Trust Company, its affiliates, subsidiaries
or any other bank.

Fund Performance
The bar chart and table that follow show how the Fund has
performed on a calendar year basis and provide an indica-
tion of the risks of investing in the Fund. Past performance
(before and after taxes) does not necessarily indicate how
the Fund will perform in the future. Updated information
on the Fund’s performance results can be obtained by visit-
ing www.flexshares.com.
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Calendar Year Total Returns

23.85%

-8.49%

-20%

-10%

0%

10%

20%

30%

20182017

For the periods in the bar chart above:

Best Quarter (3/31/2017): 7.05%

Worst Quarter (12/31/2018): -13.76%

Average Annual Total Returns

(for the periods ended December 31, 2018)

One
Year

Since
Inception
of Fund

Inception
Date
of Fund

Before Taxes -8.49% 7.23% 7/13/2016

After Taxes on
Distributions -8.90% 6.74% —

After Taxes on
Distributions and Sale of
Shares -4.68% 5.57% —

STOXX® Global ESG
Impact IndexSM* -8.58% 7.15% —

* Reflects no deduction for fees, expenses or taxes.

After-tax returns are calculated using the historical highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may dif-
fer from those shown. After-tax returns shown are not rel-
evant to investors who hold shares through tax-deferred
arrangements, such as 401(k) plans or individual retire-
ment plans. After-tax returns may exceed the return before
taxes due to an assumed tax benefit from realizing a capital
loss on a sale of Fund shares.

Management
Investment Adviser and Portfolio Managers. Northern
Trust Investments, Inc., a subsidiary of Northern Trust
Corporation, serves as the Investment Adviser of the Fund.
Robert Anstine and Brendan Sullivan, each a Vice President

of Northern Trust Investments, Inc., have served as Portfo-
lio Managers of the Fund since its inception.

Purchase and Sale of Fund Shares
The Fund is an exchange-traded fund (commonly referred
to as an “ETF”). Individual Fund shares may only be pur-
chased and sold on a national securities exchange through
a broker-dealer. The price of Fund shares is based on mar-
ket price, and because ETF shares trade at market prices
rather than NAV, shares may trade at a price greater than
NAV (a premium) or less than NAV (a discount). The Fund
will only issue or redeem shares that have been aggregated
into blocks of 50,000 shares or multiples thereof (“Creation
Units”) to Authorized Participants who have entered into
agreements with the Fund’s distributor. The Fund will issue
or redeem Creation Units in return for a basket of assets
that the Fund specifies each day.

Tax Information
The Fund’s distributions are generally taxable to you as
ordinary income, qualified dividends, capital gains, or a
combination of the three, unless you are investing through
a tax-exempt or tax-deferred arrangement, such as a
401(k) plan or an individual retirement account. Distribu-
tions may be taxable upon withdrawal from tax-deferred
accounts.

Payments to Brokers-Dealers and Other
Financial Intermediaries
If you purchase the Fund through a broker-dealer or other
financial intermediary (such as a bank), NTI and its related
companies may pay the intermediary for activities related
to the marketing and promotion of the Fund. These pay-
ments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson
to recommend the Fund over another investment. Ask your
salesperson or visit your financial intermediary’s website
for more information.
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Investment Objective
The Fund seeks investment results that correspond gener-
ally to the price and yield performance, before fees and
expenses, of the Morningstar® Global Upstream Natural
Resources IndexSM (the “Underlying Index”).

Fees And Expenses Of The Fund
This table describes the fees and expenses that you may pay
if you buy and hold shares of the Fund. Under the Fund’s
Investment Advisory Agreement, the Fund is responsible
for the following expenses: interest expenses, brokerage
commissions and other trading expenses, fees and expenses
of the independent trustees and their independent legal
counsel, taxes and other extraordinary costs such as litiga-
tion and other expenses not incurred in the ordinary
course of business. You will also incur usual and customary
brokerage commissions when buying or selling shares of
the Fund in the secondary market, which are not reflected
in the example that follows:

Annual Fund Operating Expenses (expenses that you pay each
year as a percentage of the value of your investment)
Management Fees 0.46%

Distribution (12b-1) Fees 0.00%

Other Expenses(1) 0.00%(2)

Total Annual Fund Operating Expenses 0.46%

Expense Reimbursement(3) 0.00%(2)

Total Annual Fund Operating Expenses After
Expense Reimbursement 0.46%

(1) “Other expenses” include fees and expenses of the independent
trustees and their independent legal counsel.

(2) Amount is less than 0.005%.
(3) Northern Trust Investments, Inc. (“NTI” or “Investment Adviser”)

has contractually agreed to reimburse certain expenses of the
Trust’s independent trustees until March 1, 2020. The Fund’s
Board of Trustees may terminate the contractual arrangement at
any time if it determines that it is in the best interest of the Fund
and its shareholders. “Expense Reimbursement” has been
restated to reflect current contractual expense reimbursement
arrangements.

Example
The following Example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and
then redeem all of your shares at the end of those periods.

The Example also assumes that your investment has a 5%
return each year and that the Fund’s operating expenses
remain the same. Although your actual costs may be higher
or lower, based on these assumptions your costs would be:

1 Year $ 47
3 Years $148
5 Years $258
10 Years $579

Portfolio Turnover. The Fund pays transaction costs, such
as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher
taxes when Fund shares are held in a taxable account. These
costs, which are not reflected in annual fund operating
expenses or in the Example, affect the Fund’s performance.
Portfolio turnover may vary from year to year, as well as
within a year. During the most recent fiscal year, the Fund’s
portfolio turnover rate was 30% of the average value of its
portfolio.

Principal Investment Strategies
The Underlying Index reflects the performance of a selec-
tion of equity securities that are traded in or are issued by
companies domiciled in global developed or emerging
markets (including the U.S.), as determined by the Index
Provider pursuant to its index methodology. The compa-
nies included in the Underlying Index have significant
business operations in the ownership, management and/or
production of natural resources in energy, agriculture, pre-
cious or industrial metals, timber and water resources sec-
tors, as determined by Morningstar, Inc. (the “Index Pro-
vider”) pursuant to its index methodology. In addition to
tracking the performance of the Underlying Index, NTI
seeks to minimize portfolio turnover and tax inefficiencies.
As of December 31, 2018, the Underlying Index comprised
120 issues with market capitalizations ranging from
$733.2 million to $288.7 billion. As of the same date, the
top five countries (by weighting) represented in the Under-
lying Index were the United States (32.1%), Great Britain
(16.6%), Canada (11.3%), Australia (8.7%), and Brazil
(4.6%). The Underlying Index is governed by published,
objective rules for security selection, exclusion, rebalancing
and adjustments for corporate actions and is reconstituted
on a semi-annual basis and is rebalanced quarterly. The
composition of the Underlying Index will change over
time.
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NTI uses a “passive” or indexing approach to try to achieve
the Fund’s investment objective. Unlike many investment
companies, the Fund does not try to “beat” the index it
tracks and does not seek temporary defensive positions
when markets decline or appear overvalued.

NTI uses a representative sampling strategy to manage the
Fund. “Representative sampling” is investing in a represen-
tative sample of securities that collectively has an invest-
ment profile similar to the Underlying Index. The Fund
may or may not hold all of the securities that are included
in the Underlying Index. The Fund reserves the right to
invest in substantially all of the securities in its Underlying
Index in approximately the same proportions (i.e., replica-
tion) if NTI determines that it is in the best interest of the
Fund.

Under normal circumstances, the Fund will invest at least
80% of its total assets (exclusive of collateral held from
securities lending) in the securities of the Underlying Index
and in American Depositary Receipts (“ADRs”) and Global
Depositary Receipts (“GDRs”) (collectively “Depositary
Receipts”) based on the securities in the Underlying Index.
The Fund may also invest up to 20% of its assets in cash
and cash equivalents, including shares of money market
funds advised by NTI or its affiliates, futures contracts,
options on futures contracts and forward currency con-
tracts, as well as securities not included in the Underlying
Index, but which NTI believes will help the Fund track its
Underlying Index.

The Underlying Index is sponsored by the Index Provider,
an organization that is independent of the Fund and NTI.
The Index Provider determines the composition and rela-
tive weightings of the securities in the Underlying Index
and publishes information regarding the market value of
the Underlying Index.

The Fund may lend securities representing up to one-third
of the value of the Fund’s total assets (including the value
of the collateral received).

The Fund is “non-diversified” under the Investment Com-
pany Act of 1940, as amended, and may invest more of its
assets in fewer issuers than “diversified” funds.

Industry Concentration Policy. The Fund will concentrate
its investments (i.e., hold 25% or more of its total assets) in
a particular industry or group of industries to approxi-

mately the same extent that the Underlying Index is con-
centrated. As of January 31, 2019, the Fund was concen-
trated in the following industries: Oil, Gas and
Consumable Fuels (28.3%) and Metals and Mining
(30.5%). The components of the Underlying Index, and
the degree to which these components represent certain
industries, may change over time.

Principal Risks
As with any investment, you could lose all or part of your
investment in the Fund, and the Fund’s performance could
trail that of other investments. The Fund is subject to the
principal risks noted below, any of which may adversely
affect the Fund’s net asset value (“NAV”), trading price,
yield, total return and ability to meet its investment objec-
tive.

Authorized Participant Concentration Risk is the risk that
the Fund may be adversely affected because it has a limited
number of institutions that act as authorized participants
(“Authorized Participants”). Only an Authorized Partici-
pant may engage in creation or redemption transactions
directly with the Fund. To the extent that these institutions
exit the business or are unable to proceed with creation
and/or redemption orders with respect to the Fund and no
other Authorized Participant is able to step forward to cre-
ate or redeem Creation Units (as defined below), Fund
shares may trade at a discount to NAV and possibly face
trading halts and/or delisting. This risk may be heightened
because of its investments in non-U.S. securities.

Calculation Methodology Risk is the risk that the Under-
lying Index’s calculation methodology or sources of infor-
mation may not provide an accurate assessment of
included issuers or correct valuation of securities, nor is the
availability or timeliness of the production of the Index
guaranteed.

Concentration Risk is the risk that, to the extent the
Fund’s investments are concentrated in the securities of
issuers in a particular region, country, market, industry,
sector or asset class, the Fund may be subject to increased
price volatility and may be more susceptible to adverse eco-
nomic, market, political or regulatory occurrences affecting
that region, country, market, industry, sector or asset class.

Currency Risk is the risk that foreign currencies, securities
that trade in or receive revenues in foreign currencies, or
derivatives that provide exposure to foreign currencies will
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fluctuate in value relative to the U.S. dollar, adversely
affecting the value of the Fund’s investments and its
returns. Because the Fund’s net asset value is determined
on the basis of U.S. dollars, you may lose money if the local
currency of a foreign market depreciates against the U.S.
dollar, even if the market value of the Fund’s holdings
appreciates. In addition, fluctuations in the exchange val-
ues of currencies could affect the economy or particular
business operations of companies in a geographic region in
which the Fund invests, causing an adverse impact on the
Fund’s investments in the affected region.

Cyber Security and Operational Risk is the risk that the
Fund and its service providers may experience disruptions
that arise from breaches in cyber security, human error,
processing and communications errors, counterparty or
third-party errors, technology or systems failures, any of
which may have an adverse impact on the Fund. Failures or
breaches of the electronic systems of the Fund, the Fund’s
adviser, distributor, and other service providers, market
makers, Authorized Participants or the issuers of securities
in which the Fund invests have the ability to cause disrup-
tions and negatively impact the Fund’s business operations,
potentially resulting in financial losses to the Fund and its
shareholders.

Derivatives Risk is the risk of investing in derivative
instruments, such as futures contracts, options on futures
contracts and forward currency contracts. These risks
include liquidity, interest rate, market, credit, counterparty
and management risks, as well as the risk of mispricing or
improper valuation. Changes in the value of a derivative
may not correlate perfectly with the underlying asset, rate
or index, and the Fund could lose more than the principal
amount invested.

Emerging Markets Risk is the risk that markets of emerg-
ing market countries are less developed and less liquid,
subject to greater price volatility and generally subject to
increased economic, political, regulatory and other uncer-
tainties than more developed markets.

Equity Securities Risk is the risk that the values of the
equity securities owned by the Fund may be more volatile
and underperform other asset classes and the general secu-
rities markets.

Foreign Securities Risk is the risk that investing in foreign
(non-U.S.) securities may result in the Fund experiencing
more rapid and extreme changes in value than a fund that

invests exclusively in U.S. securities, due to less liquid mar-
kets, and adverse economic, political, diplomatic, financial,
and regulatory factors. Foreign governments also may
impose limits on investment and repatriation and impose
taxes. Any of these events could cause the value of the
Fund’s investments to decline. To the extent that the Fund’s
assets are significantly invested in a single country or geo-
graphic region, the Fund will be subject to the risks associ-
ated with that particular country or region. For example, in
a June 2016 referendum, citizens of the United Kingdom
voted to leave the EU (known as “Brexit”), which may have
a negative impact on the economy and currency of the
United Kingdom, including increased volatility and illi-
quidity and potentially lower economic growth.

Global Natural Resources Risk is the risk that the Fund is
subject to the risks associated with investment in the global
natural resources sector in addition to the general risk of
the stock market. The natural resources sector can be sig-
nificantly affected by events relating to U.S. and foreign
political and economic developments and environmental
and other government regulations, as well as other factors
including, but not limited to: commodity price volatility,
technological developments and natural or man-made
disasters. Declines in the demand for, or prices of, natural
resources generally would be expected to contribute to
declines in the value of the Fund’s equity securities. Such
declines may occur quickly and without warning and may
negatively impact the value of the Fund and your invest-
ment.

Market Risk is the risk that general market conditions,
such as real or perceived adverse economic or political con-
ditions, inflation, changes in interest rates, lack of liquidity
in the bond markets, volatility in the equities market or
adverse investor sentiment could cause the value of your
investment in the Fund to decline. It includes the risk that a
particular style of investing, such as growth or value, may
underperform the market generally. The market value of
the securities in which the Fund invests may go up or down
in response to the prospects of individual companies, par-
ticular sectors or governments and/or general economic
conditions throughout the world due to increasingly inter-
connected global economies and financial markets.

Market Trading Risk is the risk that the Fund faces because
its shares are listed on a securities exchange, including the
potential lack of an active market for Fund shares, losses
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from trading in secondary markets, periods of high volatil-
ity and disruption in the creation/redemption process of
the Fund. ANY OF THESE FACTORS MAY LEAD TO THE
FUND’S SHARES TRADING AT A PREMIUM OR DIS-
COUNT TO NAV.

Trading in Fund shares may be halted due to market condi-
tions or for reasons that, in the view of its listing exchange,
make trading in the shares inadvisable. The market prices
of Fund shares will generally fluctuate in accordance with
changes in its NAV, changes in the relative supply of, and
demand for, Fund shares, and changes in the liquidity, or
the perceived liquidity, of the Fund’s holdings.

Mid and Small Cap Stock Risk is the risk that stocks of
mid-sized and smaller companies may be more volatile
than stocks of larger, more established companies, and may
lack sufficient market liquidity. Mid-sized and small com-
panies may have limited product lines or financial
resources, may be dependent upon a particular niche of the
market, or may be dependent upon a small or inexperi-
enced management group. Securities of smaller companies
may trade less frequently and in lower volume than the
securities of larger companies, which could lead to higher
transaction costs. Generally the smaller the company size,
the greater the risk.

Non-Diversification Risk is the risk that Fund perfor-
mance may depend on the performance of a small number
of issuers because the Fund may invest a large percentage of
its assets in securities issued by or representing a small
number of issuers.

Passive Investment Risk is the risk that the Fund is not
actively managed and NTI does not attempt to take defen-
sive positions in any market conditions, including declin-
ing markets.

Securities Lending Risk is the risk that the Fund may lose
money because the borrower of the loaned securities fails
to return the securities in a timely manner or at all. The
Fund could also lose money in the event of a decline in the
value of collateral provided for loaned securities or a
decline in the value of any investments made with cash
collateral.

Tracking Error Risk is the risk that the Fund’s perfor-
mance may vary substantially from the performance of the
Underlying Index. The Fund employs a representative sam-

pling strategy, and may incur tracking error to a greater
extent than a fund that seeks to replicate an index. The rep-
resentative sampling strategy used by NTI may fail to pro-
duce the intended results.

U.S. Issuer Risk is the risk that certain changes in the U.S.
economy, such as when the U.S. economy weakens or when
its financial markets decline, may have an adverse effect on
the securities to which the Fund has exposure.

Valuation Risk is the risk that the sale price the Fund could
receive for a portfolio security may differ from the Fund’s
valuation of the security, particularly for securities that
trade in low volume or volatile markets or that are valued
using a fair value methodology. In addition, the value of
the securities in the Fund’s portfolio may change on days
when shareholders will not be able to purchase or sell the
Fund’s shares. The Fund relies on various sources to calcu-
late its NAV. The information may be provided by third
parties that are believed to be reliable, but the information
may not be accurate due to errors by such pricing sources,
technological issues or otherwise.

It is possible to lose money on an investment in the Fund.
An investment in the Fund is not a deposit of any bank
and is not insured or guaranteed by the Federal Deposit
Insurance Corporation, any other government agency, or
The Northern Trust Company, its affiliates, subsidiaries
or any other bank.

Fund Performance
The bar chart and table that follow show how the Fund has
performed on a calendar year basis and provide an indica-
tion of the risks of investing in the Fund. Past performance
(before and after taxes) does not necessarily indicate how
the Fund will perform in the future. Updated information
on the Fund’s performance results can be obtained by visit-
ing www.flexshares.com.
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Calendar Year Total Returns
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For the periods shown in the bar chart above:

Best Quarter (9/30/2017): 9.56%

Worst Quarter (9/30/2015): -21.19%

Average Annual Total Returns

(for the periods ended December 31, 2018)

One
Year

Five
Year

Since
Inception
of Fund

Inception
Date
of Fund

Before Taxes -9.22% -0.32% -0.03% 9/16/2011

After Taxes on
Distributions -9.94% -0.91% -0.51% —

After Taxes on
Distributions and
Sale of Shares -5.02% -0.23% 0.03% —

Morningstar®
Global Upstream
Natural
Resources
IndexSM* -8.86% 0.13% 0.31% —

* Reflects no deduction for fees, expenses or taxes.

After-tax returns are calculated using the historical highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may dif-
fer from those shown. After-tax returns shown are not rel-
evant to investors who hold shares through tax-deferred
arrangements, such as 401(k) plans or individual retire-
ment plans. After-tax returns may exceed the return before
taxes due to an assumed tax benefit from realizing a capital
loss on a sale of Fund shares.

Management
Investment Adviser and Portfolio Managers. Northern
Trust Investments, Inc., a subsidiary of Northern Trust

Corporation, serves as the Investment Adviser of the Fund.
Robert Anstine and Brendan Sullivan, each a Vice President
of Northern Trust Investments, Inc., have served as Portfo-
lio Managers of the Fund since October 2013 and June
2016, respectively.

Purchase and Sale of Fund Shares
The Fund is an exchange-traded fund (commonly referred
to as an “ETF”). Individual Fund shares may only be pur-
chased and sold on a national securities exchange through
a broker-dealer. The price of Fund shares is based on mar-
ket price, and because ETF shares trade at market prices
rather than NAV, shares may trade at a price greater than
NAV (a premium) or less than NAV (a discount). The Fund
will only issue or redeem shares that have been aggregated
into blocks of 50,000 shares or multiples thereof (“Creation
Units”) to Authorized Participants who have entered into
agreements with the Fund’s distributor. The Fund will issue
or redeem Creation Units in return for a basket of assets
that the Fund specifies each day.

Tax Information
The Fund’s distributions are generally taxable to you as
ordinary income, qualified dividends, capital gains, Sec-
tion 199A dividends, or a combination of the four, unless
you are investing through a tax-exempt or tax-deferred
arrangement, such as a 401(k) plan or an individual retire-
ment account. Distributions may be taxable upon with-
drawal from tax-deferred accounts.

Payments to Brokers-Dealers and Other
Financial Intermediaries
If you purchase the Fund through a broker-dealer or other
financial intermediary (such as a bank), NTI and its related
companies may pay the intermediary for activities related
to the marketing and promotion of the Fund. These pay-
ments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson
to recommend the Fund over another investment. Ask your
salesperson or visit your financial intermediary’s website
for more information.
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Investment Objective
The Fund seeks investment results that correspond gener-
ally to the price and yield performance, before fees and
expenses, of the STOXX® Global Broad Infrastruc-
ture Index (the “Underlying Index”).

Fees And Expenses Of The Fund
This table describes the fees and expenses that you may pay
if you buy and hold shares of the Fund. Under the Fund’s
Investment Advisory Agreement, the Fund is responsible
for the following expenses: interest expenses, brokerage
commissions and other trading expenses, fees and expenses
of the independent trustees and their independent legal
counsel, taxes and other extraordinary costs such as litiga-
tion and other expenses not incurred in the ordinary
course of business. You will also incur usual and customary
brokerage commissions when buying or selling shares of
the Fund in the secondary market, which are not reflected
in the example that follows:

Annual Fund Operating Expenses (expenses that you pay each
year as a percentage of the value of your investment)
Management Fees 0.47%

Distribution (12b-1) Fees 0.00%

Other Expenses(1) 0.00%(2)

Total Annual Fund Operating Expenses 0.47%

Expense Reimbursement(3) 0.00%(2)

Total Annual Fund Operating Expenses After
Expense Reimbursement 0.47%

(1) “Other expenses” include fees and expenses of the independent
trustees and their independent legal counsel.

(2) Amount is less than 0.005%.
(3) Northern Trust Investments, Inc. (“NTI” or “Investment Adviser”)

has contractually agreed to reimburse certain expenses of the
Trust’s independent trustees until March 1, 2020. The Fund’s
Board of Trustees may terminate the contractual arrangement at
any time if it determines that it is in the best interest of the Fund
and its shareholders. “Expense Reimbursement” has been
restated to reflect current contractual expense reimbursement
arrangements.

Example
The following Example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and
then redeem all of your shares at the end of those periods.

The Example also assumes that your investment has a 5%
return each year and that the Fund’s operating expenses
remain the same. Although your actual costs may be higher
or lower, based on these assumptions your costs would be:

1 Year $ 48
3 Years $ 151
5 Years $263
10 Years $591

Portfolio Turnover. The Fund pays transaction costs, such
as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher
taxes when Fund shares are held in a taxable account. These
costs, which are not reflected in annual fund operating
expenses or in the Example, affect the Fund’s performance.
Portfolio turnover may vary from year to year, as well as
within a year. During the most recent fiscal year, the Fund’s
portfolio turnover rate was 13% of the average value of its
portfolio.

Principal Investment Strategies
The Underlying Index reflects the performance of a selec-
tion of equity securities of infrastructure-related compa-
nies that are domiciled or traded in developed and emerg-
ing markets around the world (including the U.S.). The
companies included in the Underlying Index derive at least
50% of their revenues from the ownership, development,
construction, financing or operation of infrastructure
assets, as determined by STOXX® (the “Index Provider”)
pursuant to its index methodology. Infrastructure assets are
defined by the Index Provider as the physical structures and
networks upon which the operation, growth and develop-
ment of a community depends, and include: (a) communi-
cation (cable and satellite, data centers, wireless, wireless
towers and wireline); (b) energy (energy utilities and mid-
stream energy); (c) government outsourcing/social (correc-
tional facilities, hospitals and postal services); (d) transpor-
tation (air transportation, passenger transportation, rail
transportation, road transportation and water transporta-
tion); and (e) utilities (waste management and water utili-
ties). Constituents of the Underlying Index may include
common and preferred stocks, publicly-traded units of
master limited partnerships (“MLPs”), and real estate
investment trusts (“REITs”). In addition to tracking the
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performance of the Underlying Index, Northern Trust
Investments, Inc. (“NTI” or “Investment Adviser”) also
seeks to minimize portfolio turnover and tax inefficiencies.

As of December 31, 2018, the Underlying Index comprised
149 issues with market capitalizations ranging from
$206.8 million to $232.2 billion. As of the same date, the
top five countries (by weighting) represented in the Under-
lying Index were the United States (39.3%), Canada
(14.0%), Japan (12%), Great Britain (5.2%), and Australia
(5.0%). The Underlying Index is governed by published,
objective rules for security selection, exclusion, rebalancing
and adjustments for corporate actions and is reconstituted
on a semi-annual basis. The composition of the Underlying
Index will change over time.

NTI uses a “passive” or indexing approach to try to achieve
the Fund’s investment objective. Unlike many investment
companies, the Fund does not try to “beat” the index it
tracks and does not seek temporary defensive positions
when markets decline or appear overvalued.

NTI uses a representative sampling strategy to manage the
Fund. “Representative sampling” is investing in a represen-
tative sample of securities that collectively has an invest-
ment profile similar to the Underlying Index. The Fund
may or may not hold all of the securities that are included
in the Underlying Index. The Fund reserves the right to
invest in substantially all of the securities in its Underlying
Index in approximately the same proportions (i.e., replica-
tion) if NTI determines that it is in the best interest of the
Fund.

Under normal circumstances, the Fund will invest at least
80% of its total assets (exclusive of collateral held from
securities lending) in the securities of the Underlying Index
and in American Depositary Receipts (“ADRs”) and Global
Depositary Receipts (“GDRs”) (collectively “Depositary
Receipts”) based on the securities in the Underlying Index.
The Fund may also invest up to 20% of its assets in cash
and cash equivalents, including shares of money market
funds advised by NTI or its affiliates, futures contracts,
options on futures contracts and forward currency con-
tracts, as well as securities not included in the Underlying
Index, but which NTI believes will help the Fund track its
Underlying Index.

The Underlying Index is sponsored by the Index Provider,
an organization that is independent of the Fund and NTI.
The Index Provider determines the composition and rela-

tive weightings of the securities in the Underlying Index
and publishes information regarding the market value of
the Underlying Index.

The Fund may lend securities representing up to one-third
of the value of the Fund’s total assets (including the value
of the collateral received).

The Fund is “non-diversified” under the Investment Com-
pany Act of 1940, as amended, and may invest more of its
assets in fewer issuers than “diversified” funds.

Industry Concentration Policy. The Fund will concentrate
its investments (i.e., hold 25% or more of its total assets) in
a particular industry or group of industries to approxi-
mately the same extent that the Underlying Index is con-
centrated.

Principal Risks
As with any investment, you could lose all or part of your
investment in the Fund, and the Fund’s performance could
trail that of other investments. The Fund is subject to the
principal risks noted below, any of which may adversely
affect the Fund’s net asset value (“NAV”), trading price,
yield, total return and ability to meet its investment objec-
tive.

Authorized Participant Concentration Risk is the risk that
the Fund may be adversely affected because it has a limited
number of institutions that act as authorized participants
(“Authorized Participants”). Only an Authorized Partici-
pant may engage in creation or redemption transactions
directly with the Fund. To the extent that these institutions
exit the business or are unable to proceed with creation
and/or redemption orders with respect to the Fund and no
other Authorized Participant is able to step forward to cre-
ate or redeem Creation Units (as defined below), Fund
shares may trade at a discount to NAV and possibly face
trading halts and/or delisting. This risk may be heightened
because of its investments in non-U.S. securities.

Calculation Methodology Risk is the risk that the Under-
lying Index’s calculation methodology or sources of infor-
mation may not provide an accurate assessment of
included issuers or correct valuation of securities, nor is the
availability or timeliness of the production of the Index
guaranteed.

Concentration Risk is the risk that, to the extent the
Fund’s investments are concentrated in the securities of
issuers in a particular region, country, market, industry,
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sector or asset class, the Fund may be subject to increased
price volatility and may be more susceptible to adverse eco-
nomic, market, political or regulatory occurrences affecting
that region, country, market, industry, sector or asset class.

Currency Risk is the risk that foreign currencies, securities
that trade in or receive revenues in foreign currencies, or
derivatives that provide exposure to foreign currencies will
fluctuate in value relative to the U.S. dollar, adversely
affecting the value of the Fund’s investments and its
returns. Because the Fund’s net asset value is determined
on the basis of U.S. dollars, you may lose money if the local
currency of a foreign market depreciates against the U.S.
dollar, even if the market value of the Fund’s holdings
appreciates. In addition, fluctuations in the exchange val-
ues of currencies could affect the economy or particular
business operations of companies in a geographic region in
which the Fund invests, causing an adverse impact on the
Fund’s investments in the affected region.

Cyber Security and Operational Risk is the risk that the
Fund and its service providers may experience disruptions
that arise from breaches in cyber security, human error,
processing and communications errors, counterparty or
third-party errors, technology or systems failures, any of
which may have an adverse impact on the Fund. Failures or
breaches of the electronic systems of the Fund, the Fund’s
adviser, distributor, and other service providers, market
makers, Authorized Participants or the issuers of securities
in which the Fund invests have the ability to cause disrup-
tions and negatively impact the Fund’s business operations,
potentially resulting in financial losses to the Fund and its
shareholders.

Derivatives Risk is the risk of investing in derivative
instruments, such as futures contracts, options on futures
contracts and forward currency contracts. These risks
include liquidity, interest rate, market, credit, counterparty
and management risks, as well as the risk of mispricing or
improper valuation. Changes in the value of a derivative
may not correlate perfectly with the underlying asset, rate
or index, and the Fund could lose more than the principal
amount invested.

Emerging Markets Risk is the risk that markets of emerg-
ing market countries are less developed and less liquid,
subject to greater price volatility and generally subject to
increased economic, political, regulatory and other uncer-
tainties than more developed markets.

Equity Securities Risk is the risk that the values of the
equity securities owned by the Fund may be more volatile
and underperform other asset classes and the general secu-
rities markets.

Foreign Securities Risk is the risk that investing in foreign
(non-U.S.) securities may result in the Fund experiencing
more rapid and extreme changes in value than a fund that
invests exclusively in U.S. securities, due to less liquid mar-
kets, and adverse economic, political, diplomatic, financial,
and regulatory factors. Foreign governments also may
impose limits on investment and repatriation and impose
taxes. Any of these events could cause the value of the
Fund’s investments to decline. To the extent that the Fund’s
assets are significantly invested in a single country or geo-
graphic region, the Fund will be subject to the risks associ-
ated with that particular country or region. For example, in
a June 2016 referendum, citizens of the United Kingdom
voted to leave the EU (known as “Brexit”), which may have
a negative impact on the economy and currency of the
United Kingdom, including increased volatility and illi-
quidity and potentially lower economic growth.

Infrastructure-Related Companies Risk is the risk that the
Fund is subject to the risks associated with investment in
infrastructure-related companies in addition to the general
risk of the stock market. Risks associated with
infrastructure-related companies include: (a) realized rev-
enue volume may be significantly lower than projected
and/or there will be cost overruns; (b) infrastructure proj-
ect sponsors will alter their terms making a project no lon-
ger economical; (c) macroeconomic factors such as low
gross domestic product (“GDP”) growth or high nominal
interest rates will raise the average cost of infrastructure
funding; (d) government regulation may affect rates
charged to infrastructure customers; (e) government bud-
getary constraints will impact infrastructure projects; (f)
special tariffs will be imposed; and (g) changes in tax laws,
regulatory policies or accounting standards could be unfa-
vorable. Other risks include environmental damage due to
a company’s operations or an accident, a natural disaster,
changes in market sentiment towards infrastructure and
terrorist acts. Any of these events could cause the value of
the Fund’s investments in infrastructure-related companies
to decline.

Interest Rate Risk is the risk that rising interest rates may
adversely affect the Fund. Increases in interest rates typi-
cally lower the present value of a REIT’s future earnings
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stream, and may make financing property purchases and
improvements more costly. Because the market price of
REIT stocks may change based upon investors’ collective
perceptions of future earnings, the value of the Fund may
decline when investors anticipate or experience rising inter-
est rates.

Market Risk is the risk that general market conditions,
such as real or perceived adverse economic or political con-
ditions, inflation, changes in interest rates, lack of liquidity
in the bond markets, volatility in the equities market or
adverse investor sentiment could cause the value of your
investment in the Fund to decline. It includes the risk that a
particular style of investing, such as growth or value, may
underperform the market generally. The market value of
the securities in which the Fund invests may go up or down
in response to the prospects of individual companies, par-
ticular sectors or governments and/or general economic
conditions throughout the world due to increasingly inter-
connected global economies and financial markets.

Market Trading Risk is the risk that the Fund faces because
its shares are listed on a securities exchange, including the
potential lack of an active market for Fund shares, losses
from trading in secondary markets, periods of high volatil-
ity and disruption in the creation/redemption process of
the Fund. ANY OF THESE FACTORS MAY LEAD TO THE
FUND’S SHARES TRADING AT A PREMIUM OR DIS-
COUNT TO NAV.

Trading in Fund shares may be halted due to market condi-
tions or for reasons that, in the view of its listing exchange,
make trading in the shares inadvisable. The market prices
of Fund shares will generally fluctuate in accordance with
changes in its NAV, changes in the relative supply of, and
demand for, Fund shares, and changes in the liquidity, or
the perceived liquidity, of the Fund’s holdings.

Mid and Small Cap Stock Risk is the risk that stocks of
mid-sized and smaller companies may be more volatile
than stocks of larger, more established companies, and may
lack sufficient market liquidity. Mid-sized and small com-
panies may have limited product lines or financial
resources, may be dependent upon a particular niche of the
market, or may be dependent upon a small or inexperi-
enced management group. Securities of smaller companies
may trade less frequently and in lower volume than the
securities of larger companies, which could lead to higher
transaction costs. Generally the smaller the company size,
the greater the risk.

MLP Risk is the risk that accompanies an investment in
MLP units. Investing in MLPs involves certain risks related
to investing in the underlying assets of the MLPs and risks
associated with pooled investment vehicles. MLPs that con-
centrate in a particular industry or a particular geographic
region are subject to risks associated with such industry or
region. MLPs may also be sensitive to changes in interest
rates and during periods of interest rate volatility, may not
provide attractive returns. The benefit derived from the
Fund’s investment in MLPs is largely dependent on the
MLPs being treated as partnerships for federal income tax
purposes. If any of the MLPs owned by the Fund were
treated as corporations for U.S. federal income tax pur-
poses, the after-tax return to the Fund with respect to its
investment in such MLPs would be materially reduced,
which could cause a decline in the value of the Fund’s
shares. The Fund must include its allocable share of the
MLP’s taxable income in its taxable income, whether or not
it receives a distribution of cash from the MLP. In such
case, the Fund may have to liquidate securities to make
required distributions to the Fund’s shareholders.

Non-Diversification Risk is the risk that Fund perfor-
mance may depend on the performance of a small number
of issuers because the Fund may invest a large percentage of
its assets in securities issued by or representing a small
number of issuers.

Passive Investment Risk is the risk that the Fund is not
actively managed and NTI does not attempt to take defen-
sive positions in any market conditions, including declin-
ing markets.

REIT Risk is the risk that the Fund’s investments may be
affected by factors affecting REITs and the real estate sector
generally. Investing in REITs involves certain unique risks
in addition to those risks associated with investing in the
real estate industry in general. REITs whose underlying
properties are concentrated in a particular industry or geo-
graphic region are also subject to risks affecting such
industries and regions. By investing in REITs through the
Fund, a shareholder will bear expenses of the REITs in
addition to expenses of the Fund.

Securities Lending Risk is the risk that the Fund may lose
money because the borrower of the loaned securities fails
to return the securities in a timely manner or at all. The
Fund could also lose money in the event of a decline in the
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value of collateral provided for loaned securities or a
decline in the value of any investments made with cash
collateral.

Tracking Error Risk is the risk that the Fund’s perfor-
mance may vary substantially from the performance of the
Underlying Index. The Fund employs a representative sam-
pling strategy, and may incur tracking error to a greater
extent than a fund that seeks to replicate an index. The rep-
resentative sampling strategy used by NTI may fail to pro-
duce the intended results.

U.S. Issuer Risk is the risk that certain changes in the U.S.
economy, such as when the U.S. economy weakens or when
its financial markets decline, may have an adverse effect on
the securities to which the Fund has exposure.

Valuation Risk is the risk that the sale price the Fund could
receive for a portfolio security may differ from the Fund’s
valuation of the security, particularly for securities that
trade in low volume or volatile markets or that are valued
using a fair value methodology. In addition, the value of
the securities in the Fund’s portfolio may change on days
when shareholders will not be able to purchase or sell the
Fund’s shares. The Fund relies on various sources to calcu-
late its NAV. The information may be provided by third
parties that are believed to be reliable, but the information
may not be accurate due to errors by such pricing sources,
technological issues or otherwise.

It is possible to lose money on an investment in the Fund.
An investment in the Fund is not a deposit of any bank
and is not insured or guaranteed by the Federal Deposit
Insurance Corporation, any other government agency, or
The Northern Trust Company, its affiliates, subsidiaries
or any other bank.

Fund Performance
The bar chart and table that follow show how the Fund has
performed on a calendar year basis and provide an indica-
tion of the risks of investing in the Fund. Past performance
(before and after taxes) does not necessarily indicate how
the Fund will perform in the future. Updated information
on the Fund’s performance results can be obtained by visit-
ing www.flexshares.com.

Calendar Year Total Returns
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For the period shown in the bar chart above:

Best Quarter (6/30/2014): 7.59%

Worst Quarter (9/30/2015): -7.20%

Average Annual Total Returns

(for the periods ended December 31, 2018)

One
Year

Five
Year

Since
Inception
of Fund

Inception
Date
of Fund

Before Taxes -7.91% 3.55% 4.49% 10/8/2013

After Taxes on
Distributions -8.58% 2.87% 3.82% —

After Taxes on
Distributions and
Sale of Shares -4.23% 2.74% 3.48% —

STOXX® Global
Broad
Infrastructure Index
* -8.04% 3.49% 4.42% —

* Reflects no deduction for fees, expenses or taxes.

After-tax returns are calculated using the historical highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may dif-
fer from those shown. After-tax returns shown are not rel-
evant to investors who hold shares through tax-deferred
arrangements, such as 401(k) plans or individual retire-
ment plans. After-tax returns may exceed the return before
taxes due to an assumed tax benefit from realizing a capital
loss on a sale of Fund shares.

Management
Investment Adviser and Portfolio Managers. Northern
Trust Investments, Inc., a subsidiary of Northern Trust
Corporation, serves as the Investment Adviser of the Fund.
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Robert Anstine and Brendan Sullivan, each a Vice President
of Northern Trust Investments, Inc., have served as Portfo-
lio Managers of the Fund since October 2013 and June
2016, respectively.

Purchase and Sale of Fund Shares
The Fund is an exchange-traded fund (commonly referred
to as an “ETF”). Individual Fund shares may only be pur-
chased and sold on a national securities exchange through
a broker-dealer. The price of Fund shares is based on mar-
ket price, and because ETF shares trade at market prices
rather than NAV, shares may trade at a price greater than
NAV (a premium) or less than NAV (a discount). The Fund
will only issue or redeem shares that have been aggregated
into blocks of 50,000 shares or multiples thereof (“Creation
Units”) to Authorized Participants who have entered into
agreements with the Fund’s distributor. The Fund will issue
or redeem Creation Units in return for a basket of assets
that the Fund specifies each day.

Tax Information
The Fund’s distributions are generally taxable to you as
ordinary income, qualified dividends, capital gains, Sec-
tion 199A dividends, or a combination of the four, unless
you are investing through a tax-exempt or tax-deferred
arrangement, such as a 401(k) plan or an individual retire-
ment account. Distributions may be taxable upon with-
drawal from tax-deferred accounts.

Payments to Brokers-Dealers and Other
Financial Intermediaries
If you purchase the Fund through a broker-dealer or other
financial intermediary (such as a bank), NTI and its related
companies may pay the intermediary for activities related
to the marketing and promotion of the Fund. These pay-
ments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson
to recommend the Fund over another investment. Ask your
salesperson or visit your financial intermediary’s website
for more information.
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Investment Objective
The Fund seeks investment results that correspond gener-
ally to the price and yield performance, before fees and
expenses, of the Northern Trust Global Quality Real
Estate IndexSM (the “Underlying Index”).

Fees And Expenses Of The Fund
This table describes the fees and expenses that you may pay
if you buy and hold shares of the Fund. Under the Fund’s
Investment Advisory Agreement, the Fund is responsible
for the following expenses: interest expenses, brokerage
commissions and other trading expenses, fees and expenses
of the independent trustees and their independent legal
counsel, taxes and other extraordinary costs such as litiga-
tion and other expenses not incurred in the ordinary
course of business. You will also incur usual and customary
brokerage commissions when buying or selling shares of
the Fund in the secondary market, which are not reflected
in the example that follows:

Annual Fund Operating Expenses (expenses that you pay each
year as a percentage of the value of your investment)
Management Fees 0.45%

Distribution (12b-1) Fees 0.00%

Other Expenses(1) 0.00%(2)

Total Annual Fund Operating Expenses(1) 0.45%

Expense Reimbursement(3) 0.00%(2)

Total Annual Fund Operating Expenses After
Expense Reimbursement(1) 0.45%

(1) “Other Expenses”, “Total Annual Fund Operating Expenses”
and “Total Annual Fund Operating Expenses After Expense
Reimbursement” have been restated to reflect current expenses.
“Other expenses” include fees and expenses of the independent
trustees and their independent legal counsel.

(2) Amount is less than 0.005%.
(3) Northern Trust Investments, Inc. (“NTI” or “Investment Adviser”)

has contractually agreed to reimburse certain expenses of the
Trust’s independent trustees until March 1, 2020. The Fund’s
Board of Trustees may terminate the contractual arrangement at
any time if it determines that it is in the best interest of the Fund
and its shareholders. “Expense Reimbursement” has been
restated to reflect current contractual expense reimbursement
arrangements.

Example
The following Example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and

then redeem all of your shares at the end of those periods.
The Example also assumes that your investment has a 5%
return each year and that the Fund’s operating expenses
remain the same (taking into account the expense reim-
bursement arrangement for one year). Although your
actual costs may be higher or lower, based on these
assumptions your costs would be:

1 Year $ 46
3 Years $144
5 Years $252
10 Years $567

Portfolio Turnover. The Fund pays transaction costs, such
as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher
taxes when Fund shares are held in a taxable account. These
costs, which are not reflected in annual fund operating
expenses or in the Example, affect the Fund’s performance.
Portfolio turnover may vary from year to year, as well as
within a year. During the most recent fiscal year, the Fund’s
portfolio turnover rate was 61% of the average value of its
portfolio.

Principal Investment Strategies
The Underlying Index is designed to measure the perfor-
mance of companies that exhibit certain quality, valuation
and momentum characteristics within a universe of
publicly-traded equity securities of U.S. and non-U.S. real
estate investment trusts (REITs) and real estate companies.
Eligible securities are selected for inclusion in the Underly-
ing Index to maximize fundamental or “quality” factors,
such as strength in profitability, management expertise,
cash flow and other factors, as well as value and momen-
tum factors, as determined by NTI (in its capacity as the
index provider (the “Index Provider”)), pursuant to its
index methodology. A company must meet the following
criteria to be eligible for inclusion in the Underlying
Index: (a) it must be an equity owner or operator of real
estate; (b) it must be classified under the business sector of
“Real Estate” by Thompson Reuters Business Classifications
or have registered as a real estate investment trust under its
applicable local tax code; and (c) the liquidity of the com-
pany’s stock must be commensurate with that of other
institutionally held real estate securities, as determined by
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the Index Provider pursuant to its index methodology. The
following types of securities are not included in the Under-
lying Index: mortgage REITs, real estate finance companies,
mortgage brokers and bankers, commercial and residential
real estate brokers and real estate agents and home builders,
as well as companies that have more than 50% of their
assets in direct mortgage investments. In addition to track-
ing the performance of the Underlying Index, the Invest-
ment Adviser seeks to minimize portfolio turnover and tax
inefficiencies. The Underlying Index is governed by pub-
lished, objective rules for security selection, exclusion,
rebalancing and adjustments for corporate actions. The
Underlying Index is reconstituted on a quarterly basis.

As of December 31, 2018, the Underlying Index was com-
prised of 140 issues with market capitalizations ranging
from $380.8 million to $52 billion. As of December 31,
2018, the top five countries (by weighting) represented in
the Underlying Index were the United States (50.0%),
Hong Kong (11.2%), Japan (9.4%), Australia (6.7%) and
Great Britain (5.8%). The composition of the Underlying
Index will change over time.

NTI uses a “passive” or indexing approach to try to achieve
the Fund’s investment objective. Unlike many investment
companies, the Fund does not try to “beat” the index it
tracks and does not seek temporary defensive positions
when markets decline or appear overvalued.

NTI uses a representative sampling strategy to manage the
Fund. “Representative sampling” is investing in a represen-
tative sample of securities that collectively has an invest-
ment profile similar to the Underlying Index. The Fund
may or may not hold all of the securities that are included
in the Underlying Index. The Fund reserves the right to
invest in substantially all of the securities in its Underlying
Index in approximately the same proportions (i.e., replica-
tion) if NTI determines that it is in the best interest of the
Fund.

Under normal circumstances, the Fund will invest at least
80% of its total assets (exclusive of collateral held from
securities lending) in the securities of the Underlying Index
and in American Depositary Receipts (“ADRs”) and Global
Depositary Receipts (“GDRs”) (collectively “Depositary
Receipts”) based on the securities in the Underlying Index.
The Fund may also invest up to 20% of its assets in cash
and cash equivalents, including shares of money market

funds advised by NTI or its affiliates, futures contracts,
options on futures contracts and forward currency con-
tracts, as well as securities not included in the Underlying
Index, but which NTI believes will help the Fund track its
Underlying Index.

The Underlying Index is created and sponsored by NTI, as
the Index Provider. NTI also serves as the investment
adviser to the Fund. The Index Provider determines the
composition and relative weightings of the securities in the
Underlying Index and publishes information regarding the
market value of the Underlying Index.

The Fund may lend securities representing up to one-third
of the value of the Fund’s total assets (including the value
of the collateral received).

The Fund is “non-diversified” under the Investment Com-
pany Act of 1940, as amended, and may invest more of its
assets in fewer issuers than “diversified” funds.

Industry Concentration Policy. The Fund will concentrate
its investments (i.e., hold 25% or more of its total assets) in
a particular industry or group of industries to approxi-
mately the same extent that the Underlying Index is con-
centrated. As of January 31, 2019, the Fund was concen-
trated in the following industry: Equity Real Estate
Investment Trusts (75.9%). The components of the Under-
lying Index, and the degree to which these components
represent certain industries, may change over time.

Principal Risks
As with any investment, you could lose all or part of your
investment in the Fund, and the Fund’s performance could
trail that of other investments. The Fund is subject to the
principal risks noted below, any of which may adversely
affect the Fund’s net asset value (“NAV”), trading price,
yield, total return and ability to meet its investment objec-
tive.

Authorized Participant Concentration Risk is the risk that
the Fund may be adversely affected because it has a limited
number of institutions that act as authorized participants
(“Authorized Participants”). Only an Authorized Partici-
pant may engage in creation or redemption transactions
directly with the Fund. To the extent that these institutions
exit the business or are unable to proceed with creation
and/or redemption orders with respect to the Fund and no
other Authorized Participant is able to step forward to cre-
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ate or redeem Creation Units (as defined below), Fund
shares may trade at a discount to NAV and possibly face
trading halts and/or delisting. This risk may be heightened
because of its investments in non-U.S. securities.

Calculation Methodology Risk is the risk that the Under-
lying Index’s calculation methodology or sources of infor-
mation may not provide an accurate assessment of
included issuers or correct valuation of securities, nor is the
availability or timeliness of the production of the Index
guaranteed.

Concentration Risk is the risk that, to the extent the
Fund’s investments are concentrated in the securities of
issuers in a particular region, country, market, industry,
sector or asset class, the Fund may be subject to increased
price volatility and may be more susceptible to adverse eco-
nomic, market, political or regulatory occurrences affecting
that region, country, market, industry, sector or asset class.

Currency Risk is the risk that foreign currencies, securities
that trade in or receive revenues in foreign currencies, or
derivatives that provide exposure to foreign currencies will
fluctuate in value relative to the U.S. dollar, adversely
affecting the value of the Fund’s investments and its
returns. Because the Fund’s net asset value is determined
on the basis of U.S. dollars, you may lose money if the local
currency of a foreign market depreciates against the U.S.
dollar, even if the market value of the Fund’s holdings
appreciates. In addition, fluctuations in the exchange val-
ues of currencies could affect the economy or particular
business operations of companies in a geographic region in
which the Fund invests, causing an adverse impact on the
Fund’s investments in the affected region.

Cyber Security and Operational Risk is the risk that the
Fund and its service providers may experience disruptions
that arise from breaches in cyber security, human error,
processing and communications errors, counterparty or
third-party errors, technology or systems failures, any of
which may have an adverse impact on the Fund. Failures or
breaches of the electronic systems of the Fund, the Fund’s
adviser, distributor, and other service providers, market
makers, Authorized Participants or the issuers of securities
in which the Fund invests have the ability to cause disrup-
tions and negatively impact the Fund’s business operations,
potentially resulting in financial losses to the Fund and its
shareholders.

Derivatives Risk is the risk of investing in derivative
instruments, such as futures contracts, options on futures
contracts and forward currency contracts. These risks
include liquidity, interest rate, market, credit, counterparty
and management risks, as well as the risk of mispricing or
improper valuation. Changes in the value of a derivative
may not correlate perfectly with the underlying asset, rate
or index, and the Fund could lose more than the principal
amount invested.

Emerging Markets Risk is the risk that markets of emerg-
ing market countries are less developed and less liquid,
subject to greater price volatility and generally subject to
increased economic, political, regulatory and other uncer-
tainties than more developed markets.

Equity Securities Risk is the risk that the values of the
equity securities owned by the Fund may be more volatile
and underperform other asset classes and the general secu-
rities markets.

Foreign Securities Risk is the risk that investing in foreign
(non-U.S.) securities may result in the Fund experiencing
more rapid and extreme changes in value than a fund that
invests exclusively in U.S. securities, due to less liquid mar-
kets, and adverse economic, political, diplomatic, financial,
and regulatory factors. Foreign governments also may
impose limits on investment and repatriation and impose
taxes. Any of these events could cause the value of the
Fund’s investments to decline. To the extent that the Fund’s
assets are significantly invested in a single country or geo-
graphic region, the Fund will be subject to the risks associ-
ated with that particular country or region. For example, in
a June 2016 referendum, citizens of the United Kingdom
voted to leave the EU (known as “Brexit”), which may have
a negative impact on the economy and currency of the
United Kingdom, including increased volatility and illi-
quidity and potentially lower economic growth.

Interest Rate Risk is the risk that rising interest rates may
adversely affect the Fund. Increases in interest rates typi-
cally lower the present value of a REIT’s future earnings
stream, and may make financing property purchases and
improvements more costly. Because the market price of
REIT stocks may change based upon investors’ collective
perceptions of future earnings, the value of the Fund may
decline when investors anticipate or experience rising inter-
est rates.
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Market Risk is the risk that general market conditions,
such as real or perceived adverse economic or political con-
ditions, inflation, changes in interest rates, lack of liquidity
in the bond markets, volatility in the equities market or
adverse investor sentiment could cause the value of your
investment in the Fund to decline. It includes the risk that a
particular style of investing, such as growth or value, may
underperform the market generally. The market value of
the securities in which the Fund invests may go up or down
in response to the prospects of individual companies, par-
ticular sectors or governments and/or general economic
conditions throughout the world due to increasingly inter-
connected global economies and financial markets.

Market Trading Risk is the risk that the Fund faces because
its shares are listed on a securities exchange, including the
potential lack of an active market for Fund shares, losses
from trading in secondary markets, periods of high volatil-
ity and disruption in the creation/redemption process of
the Fund. ANY OF THESE FACTORS MAY LEAD TO THE
FUND’S SHARES TRADING AT A PREMIUM OR DIS-
COUNT TO NAV.

Trading in Fund shares may be halted due to market condi-
tions or for reasons that, in the view of its listing exchange,
make trading in the shares inadvisable. The market prices
of Fund shares will generally fluctuate in accordance with
changes in its NAV, changes in the relative supply of, and
demand for, Fund shares, and changes in the liquidity, or
the perceived liquidity, of the Fund’s holdings.

Mid and Small Cap Stock Risk is the risk that stocks of
mid-sized and smaller companies may be more volatile
than stocks of larger, more established companies, and may
lack sufficient market liquidity. Mid-sized and small com-
panies may have limited product lines or financial
resources, may be dependent upon a particular niche of the
market, or may be dependent upon a small or inexperi-
enced management group. Securities of smaller companies
may trade less frequently and in lower volume than the
securities of larger companies, which could lead to higher
transaction costs. Generally the smaller the company size,
the greater the risk.

Momentum Risk is the risk that securities that have had
higher recent price performance compared to other securi-
ties may be more volatile than a broad cross-section of
securities or that returns on securities that have previously

exhibited price momentum are less than returns on other
securities or the overall stock market. Momentum can turn
quickly and cause significant variation from other types of
investments.

Non-Diversification Risk is the risk that Fund perfor-
mance may depend on the performance of a small number
of issuers because the Fund may invest a large percentage of
its assets in securities issued by or representing a small
number of issuers.

Passive Investment Risk is the risk that the Fund is not
actively managed and NTI does not attempt to take defen-
sive positions in any market conditions, including declin-
ing markets.

Real Estate Securities Risk is the risk that the Fund is sub-
ject to the risks associated with investment in the real estate
sector in addition to the general risk of the stock market.
Investing in securities of real estate companies will make
the Fund more susceptible to risks associated with the
ownership of real estate and with the real estate industry in
general, as well as risks that relate specifically to the way in
which real estate companies are organized and operated.
Real estate companies may have lower trading volumes and
may be subject to more abrupt or erratic price movements
than the overall securities markets. The value of real estate
securities may underperform other sectors of the economy
or broader equity markets. To the extent that the Fund con-
centrates its investments in the real estate sector, it may be
subject to greater risk of loss than if it were diversified
across different industry sectors.

REIT Risk is the risk that the Fund’s investments will be
affected by factors affecting REITs and the real estate sector
generally. Investing in REITs involves certain unique risks
in addition to those risks associated with investing in the
real estate industry in general. REITs whose underlying
properties are concentrated in a particular industry or geo-
graphic region are also subject to risks affecting such
industries and regions. By investing in REITs through the
Fund, a shareholder will bear expenses of the REITs in
addition to expenses of the Fund.

Securities Lending Risk is the risk that the Fund may lose
money because the borrower of the loaned securities fails
to return the securities in a timely manner or at all. The
Fund could also lose money in the event of a decline in the
value of collateral provided for loaned securities or a
decline in the value of any investments made with cash
collateral.
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Tracking Error Risk is the risk that the Fund’s perfor-
mance may vary substantially from the performance of the
Underlying Index. The Fund employs a representative sam-
pling strategy, and may incur tracking error to a greater
extent than a fund that seeks to replicate an index. The rep-
resentative sampling strategy used by NTI may fail to pro-
duce the intended results.

U.S. Issuer Risk is the risk that certain changes in the U.S.
economy, such as when the U.S. economy weakens or when
its financial markets decline, may have an adverse effect on
the securities to which the Fund has exposure.

Valuation Risk is the risk that the sale price the Fund could
receive for a portfolio security may differ from the Fund’s
valuation of the security, particularly for securities that
trade in low volume or volatile markets or that are valued
using a fair value methodology. In addition, the value of
the securities in the Fund’s portfolio may change on days
when shareholders will not be able to purchase or sell the
Fund’s shares. The Fund relies on various sources to calcu-
late its NAV. The information may be provided by third
parties that are believed to be reliable, but the information
may not be accurate due to errors by such pricing sources,
technological issues or otherwise.

Value Investing Risk is the risk that the Fund’s investment
in companies whose securities are believed to be underval-
ued, relative to their underlying profitability, will not
appreciate in value as anticipated.

It is possible to lose money on an investment in the Fund.
An investment in the Fund is not a deposit of any bank
and is not insured or guaranteed by the Federal Deposit
Insurance Corporation, any other government agency, or
The Northern Trust Company, its affiliates, subsidiaries
or any other bank.

Fund Performance
The bar chart and table that follow show how the Fund has
performed on a calendar year basis and provide an indica-
tion of the risks of investing in the Fund. Past performance
(before and after taxes) does not necessarily indicate how
the Fund will perform in the future. Updated information
on the Fund’s performance results can be obtained by visit-
ing www.flexshares.com.
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For the period shown in the bar chart above:

Best Quarter (12/31/2014): 9.17%

Worst Quarter (12/31/2018): -8.73%

Average Annual Total Returns

(for the periods ended December 31, 2018)

One
Year

Five
Year

Since
Inception
of Fund

Inception
Date
of Fund

Before Taxes -9.07% 5.36% 4.90% 11/5/2013

After Taxes on
Distributions -10.09% 4.24% 3.78% —

After Taxes on
Distributions and
Sale of Shares -5.24% 3.74% 3.37% —

FTSE
EPRA/NAREIT
Developed
IndexSM* -5.63% 4.34% 3.67% —

Northern Trust
Global Quality
Real Estate
IndexSM* -9.02% 5.30% 4.86% —

* Reflects no deduction for fees, expenses or taxes.

After-tax returns are calculated using the historical highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may dif-
fer from those shown. After-tax returns shown are not rel-
evant to investors who hold shares through tax-deferred
arrangements, such as 401(k) plans or individual retire-
ment plans. After-tax returns may exceed the return before
taxes due to an assumed tax benefit from realizing a capital
loss on a sale of Fund shares.
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Management
Investment Adviser and Portfolio Managers. Northern
Trust Investments, Inc., a subsidiary of Northern Trust
Corporation, serves as the Investment Adviser of the Fund.
Robert Anstine and Brendan Sullivan, each a Vice President
of Northern Trust Investments, Inc., have served as Portfo-
lio Managers of the Fund since inception of the Fund, and
June 2016, respectively.

Purchase and Sale of Fund Shares
The Fund is an exchange-traded fund (commonly referred
to as an “ETF”). Individual Fund shares may only be pur-
chased and sold on a national securities exchange through
a broker-dealer. The price of Fund shares is based on mar-
ket price, and because ETF shares trade at market prices
rather than NAV, shares may trade at a price greater than
NAV (a premium) or less than NAV (a discount). The Fund
will only issue or redeem shares that have been aggregated
into blocks of 50,000 shares or multiples thereof (“Creation
Units”) to Authorized Participants who have entered into
agreements with the Fund’s distributor. The Fund will issue
or redeem Creation Units in return for a basket of assets
that the Fund specifies each day.

Tax Information
The Fund’s distributions are generally taxable to you as
ordinary income, qualified dividends, capital gains, Sec-
tion 199A dividends, or a combination of the four, unless
you are investing through a tax-exempt or tax-deferred
arrangement, such as a 401(k) plan or an individual retire-
ment account. Distributions may be taxable upon with-
drawal from tax-deferred accounts.

Payments to Brokers-Dealers and Other
Financial Intermediaries
If you purchase the Fund through a broker-dealer or other
financial intermediary (such as a bank), NTI and its related
companies may pay the intermediary for activities related
to the marketing and promotion of the Fund. These pay-
ments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson
to recommend the Fund over another investment. Ask your
salesperson or visit your financial intermediary’s website
for more information.
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Investment Objective
The Fund seeks investment results that correspond gener-
ally to the price and yield performance, before fees and
expenses, of the Northern Trust Real Assets Allocation
Index

SM

(the “Underlying Index”).

Fees And Expenses Of The Fund
This table describes the fees and expenses that you may pay
if you buy and hold shares of the Fund. Under the Fund’s
Investment Advisory Agreement, the Fund is responsible
for the following other expenses: interest expenses, broker-
age commissions and other trading expenses, fees and
expenses of the independent trustees and their indepen-
dent legal counsel, taxes and other extraordinary costs such
as litigation and other expenses not incurred in the ordi-
nary course of business. You will also incur usual and cus-
tomary brokerage commissions when buying or selling
shares of the Fund in the secondary market, which are not
reflected in the example that follows:

Annual Fund Operating Expenses (expenses that you pay each
year as a percentage of the value of your investment)
Management Fees 0.57%

Distribution (12b-1) Fees 0.00%

Other Expenses(1) 0.00%(2)

Acquired Fund Fees and Expenses(3) 0.46%

Total Annual Fund Operating Expenses(1) 1.03%

Expense Reimbursement(4) -0.46%

Total Annual Fund Operating Expenses After
Expense Reimbursement(1) 0.57%

(1) “Other expenses”, “Total Annual Fund Operating Expenses”
and “Total Annual Fund Operating Expenses After Expense
Reimbursement” have been restated to reflect current expenses.
“Other expenses” include fees and expenses of the independent
trustees and their independent legal counsel.

(2) Amount is less than 0.005%.
(3) “Acquired Fund Fees and Expenses” reflect the Fund’s pro rata

share of the fees and expenses incurred by investing in the
Underlying Fund (as defined below). The impact of Acquired
Fund Fees and Expenses will be included in the total returns of
the Fund. Acquired Fund Fees and Expenses are not used to
calculate the Fund’s net asset value per share (“NAV”).

(4) Northern Trust Investments, Inc. (“NTI” or “Investment Adviser”)
has contractually agreed to reimburse certain expenses of the
Trust’s independent trustees until March 1, 2020. NTI also has
contractually agreed until March 1, 2020 to waive Manage-
ment Fees or reimburse certain expenses in an amount equal to
the Acquired Fund Fees and Expenses attributable to the Fund’s

investments in the Underlying Fund (as defined below). The
Fund’s Board of Trustees may terminate the contractual arrange-
ments at any time if it determines that it is in the best interest of
the Fund and its shareholders. “Expense Reimbursement” has
been restated to reflect current expenses and contractual
expense reimbursement arrangements.

Example
The following Example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and
then redeem all of your shares at the end of those periods.
The Example also assumes that your investment has a 5%
return each year and that the Fund’s operating expenses
remain the same (taking into account the expense reim-
bursement arrangement for one year). Although your
actual costs may be higher or lower, based on these
assumptions your costs would be:

1 Year $ 58
3 Years $ 282
5 Years $ 524
10 Years $1,218

Portfolio Turnover. The Fund pays transaction costs, such
as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher
taxes when Fund shares are held in a taxable account. These
costs, which are not reflected in annual fund operating
expenses or in the Example, affect the Fund’s performance.
Portfolio turnover may vary from year to year, as well as
within a year. During the most recent fiscal year, the Fund’s
portfolio turnover rate was 5% of the average value of its
portfolio.

Principal Investment Strategies
The Fund is a fund of funds and seeks its investment objec-
tive by investing primarily in the shares of other
FlexShares® ETFs (each an “Underlying Fund” and
together, the “Underlying Funds”) that are eligible for
inclusion in the Underlying Index and listed below, rather
than in securities of individual companies. The Underlying
Funds themselves seek investment results corresponding to
their own respective underlying indexes. The Underlying
Funds invest primarily in separate sets of securities repre-
senting or providing exposures to global “real assets.” Real
assets are defined by the Index Provider as physical or tan-
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gible assets. Examples of real assets include but are not lim-
ited to commodities, precious metals, oil, and real estate.
Each Underlying Fund has its own risk profile and will
contribute differently to the overall risk profile of the Fund.
Each of the Underlying Funds invests in equity securities
that are traded in or are issued by companies domiciled in
global developed or emerging markets (including the U.S.).
Certain of the Underlying Funds may invest in publicly-
traded units of master limited partnerships (“MLPs”) and
real estate investment trusts (“REITs”).

The Underlying Index measures the performance of an
optimized allocation to the Underlying Funds that is
intended to provide exposures to certain real assets and
minimize overall volatility of investment in the Underlying
Funds.

As of December 31, 2018, the Underlying Index was com-
prised of the following Underlying Funds, each of which
invests primarily in equity securities: a 51.0% weight to
FlexShares® STOXX® Global Broad Infrastructure Index
Fund, a 39.5% weight to FlexShares® Global Quality Real
Estate Index Fund, and a 9.5% weight to FlexShares®

Morningstar Global Upstream Natural Resources Index
Fund. The Underlying Index was constituted and is rebal-
anced at least annually using a rules-based methodology.
The Underlying Index may be rebalanced semi-annually if
the volatility of investment in the Underlying Funds sur-
passes a minimum threshold. The weights of each Underly-
ing Fund, and the degree to which each Underlying Fund
represents exposure to certain real assets, may change over
time as the Underlying Index and the underlying indexes of
the Underlying Funds are reconstituted and/or rebalanced
(which may be quarterly) and their component securities
fluctuate in value.

NTI uses a “passive” or indexing approach to try to achieve
the Fund’s investment objective. Unlike many investment
companies, the Fund does not try to “beat” the index it
tracks and does not seek temporary defensive positions
when markets decline or appear overvalued. In addition to
tracking the performance of the Underlying Index, the
Investment Adviser seeks to minimize portfolio turnover
and tax inefficiencies.

NTI generally intends to replicate the constituent securities
of the Fund’s Underlying Index. “Replication” is an index-
ing strategy in which a fund invests in substantially all of
the securities in its underlying index in approximately the
same proportions as in the underlying index. NTI may use
a “representative sampling” strategy in certain circum-
stances, such as when it may not be possible or practicable

to fully implement a replication strategy. Representative
sampling is investing in a representative sample of securi-
ties that collectively has an investment profile similar to the
Underlying Index.

Under normal circumstances, the Fund will invest at least
80% of its total assets (exclusive of collateral held from
securities lending) in the securities of the Underlying
Index. The Fund may also invest up to 20% of its assets in
cash and cash equivalents, including shares of money mar-
ket funds advised by NTI or its affiliates, futures contracts
and options on futures contracts, as well as securities not
included in the Underlying Index, but which NTI believes
will help the Fund track its Underlying Index.

The Underlying Index is created and sponsored by NTI.
NTI also serves as the investment adviser to the Fund and
the Underlying Funds. NTI, as the Index Provider, deter-
mines the composition and relative weightings of the secu-
rities in the Underlying Index and publishes information
regarding the market value of the Underlying Index.

The Fund may lend securities representing up to one-third
of the value of the Fund’s total assets (including the value
of the collateral received).

The Fund is “non-diversified” under the Investment Com-
pany Act of 1940, as amended, and may invest more of its
assets in fewer issuers than “diversified” funds.

Industry Concentration Policy. The Fund will concentrate
its investments (i.e., hold 25% or more of its total assets) in
a particular industry or group of industries to approxi-
mately the same extent that the Underlying Index is con-
centrated. As of January 31, 2019, the Underlying Index
was concentrated (indirectly through the Underlying
Funds) in the following industry: Equity Real Estate Invest-
ment Trusts (32.8%). The components of the Underlying
Index, and the degree to which these components represent
certain industries, may change over time.

Principal Risks
As with any investment, you could lose all or part of your
investment in the Fund, and the Fund’s performance could
trail that of other investments. The Fund is subject to the
principal risks noted below, any of which may adversely
affect the Fund’s net asset value (“NAV”), trading price,
yield, total return and ability to meet its investment objec-
tive.

Authorized Participant Concentration Risk is the risk that
the Fund may be adversely affected because it has a limited
number of institutions that act as authorized participants
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(“Authorized Participants”). Only an Authorized Partici-
pant may engage in creation or redemption transactions
directly with the Fund. To the extent that these institutions
exit the business or are unable to proceed with creation
and/or redemption orders with respect to the Fund and no
other Authorized Participant is able to step forward to cre-
ate or redeem Creation Units (as defined below), Fund
shares may trade at a discount to NAV and possibly face
trading halts and/or delisting.

Calculation Methodology Risk is the risk that the Under-
lying Index’s calculation methodology or sources of infor-
mation may not provide an accurate assessment of
included issuers or correct valuation of securities, nor is the
availability or timeliness of the production of the Index
guaranteed.

Concentration Risk is the risk that, to the extent the
Fund’s or an Underlying Fund’s investments are concen-
trated in the securities of issuers in a particular region,
country, market, industry, sector or asset class, the Fund
may be subject to increased price volatility and may be
more susceptible to adverse economic, market, political or
regulatory occurrences affecting that region, country, mar-
ket, industry, sector or asset class. To the extent the Under-
lying Index is concentrated to a significant degree in
Underlying Funds that invest in securities of a particular
sector or industry, the Fund also may be so concentrated.
By so doing, the Fund may face more risks than if it were
diversified broadly over numerous Underlying Funds
across multiple industries or sectors.

Currency Risk is the risk that foreign currencies, securities
that trade in or receive revenues in foreign currencies, or
derivatives that provide exposure to foreign currencies will
fluctuate in value relative to the U.S. dollar, adversely
affecting the value of the Fund’s investments and its
returns. Because the Fund’s net asset value is determined
on the basis of U.S. dollars, you may lose money if the local
currency of a foreign market depreciates against the U.S.
dollar, even if the market value of the Fund’s holdings
appreciates. In addition, fluctuations in the exchange val-
ues of currencies could affect the economy or particular
business operations of companies in a geographic region in
which the Fund invests, causing an adverse impact on the
Fund’s investments in the affected region.

Cyber Security and Operational Risk is the risk that the
Fund and its service providers may experience disruptions
that arise from breaches in cyber security, human error,
processing and communications errors, counterparty or
third-party errors, technology or systems failures, any of

which may have an adverse impact on the Fund. Failures or
breaches of the electronic systems of the Fund, the Fund’s
adviser, distributor, and other service providers, market
makers, Authorized Participants or the issuers of securities
in which the Fund invests have the ability to cause disrup-
tions and negatively impact the Fund’s business operations,
potentially resulting in financial losses to the Fund and its
shareholders.

Derivatives Risk is the risk of investing in derivative
instruments, such as futures contracts and options on
futures contracts. These risks include liquidity, interest
rate, market, credit, counterparty and management risks,
as well as the risk of mispricing or improper valuation.
Changes in the value of a derivative may not correlate per-
fectly with the underlying asset, rate or index, and the Fund
could lose more than the principal amount invested.

Emerging Markets Risk is the risk that markets of emerg-
ing market countries are less developed and less liquid,
subject to greater price volatility and generally subject to
increased economic, political, regulatory and other uncer-
tainties than more developed markets.

Equity Securities Risk is the risk that the values of the
equity securities owned by the Fund may be more volatile
and underperform other asset classes and the general secu-
rities markets.

Foreign Securities Risk is the risk that investing in foreign
(non-U.S.) securities may result in the Fund or an Underly-
ing Fund experiencing more rapid and extreme changes in
value than a fund that invests exclusively in U.S. securities,
due to less liquid markets, and adverse economic, political,
diplomatic, financial, and regulatory factors. Foreign gov-
ernments also may impose limits on investment and repa-
triation and impose taxes. Any of these events could cause
the value of the Fund’s investments to decline. To the
extent that the Fund’s or an Underlying Fund’s assets are
significantly invested in a single country or geographic
region, the Fund will be subject to the risks associated with
that particular country or region. For example, in a June
2016 referendum, citizens of the United Kingdom voted to
leave the EU (known as “Brexit”), which may have a nega-
tive impact on the economy and currency of the United
Kingdom, including increased volatility and illiquidity and
potentially lower economic growth.

Fund of Funds Risk is the risk that the Fund’s investment
performance largely depends on the investment perfor-
mance of the Underlying Funds in which it primarily
invests. The Fund’s NAV will change with changes in the
value of the Underlying Funds and other securities in
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which the Fund invests based on their market valuations.
An investment of the Fund is subject to the risks associated
with the Underlying Funds that comprise the Underlying
Index. There is the risk that the Index Provider’s evalua-
tions and assumptions regarding the asset classes repre-
sented by the Underlying Funds in the Underlying Index at
any given time may be incorrect based on actual market
conditions.

An investment in the Fund will entail more costs and
expenses than direct investments in the Underlying Funds.
The Fund will indirectly pay a proportional share of the
expenses of the Underlying Funds in which it invests
(including operating expenses and management fees), in
addition to the fees and expenses it pays directly. As the
Fund’s allocation to the Underlying Funds changes from
time to time, or to the extent that the expense ratio of the
Underlying Funds changes, the weighted average operating
expenses borne by the Fund may increase or decrease.

Global Natural Resources Risk is the risk that the Fund is
subject to the risks associated with investment in the global
natural resources sector in addition to the general risk of
the stock market. The natural resources sector can be sig-
nificantly affected by events relating to U.S. and foreign
political and economic developments and environmental
and other government regulations, as well as other factors
including, but not limited to: commodity price volatility,
technological developments and natural or man-made
disasters. Declines in the demand for, or prices of, natural
resources generally would be expected to contribute to
declines in the value of the Fund’s or Underlying Fund’s
equity securities. Such declines may occur quickly and
without warning and may negatively impact the value of
the Fund and your investment.

Infrastructure-Related Companies Risk is the risk that the
Fund is subject to the risks associated with investment in
infrastructure-related companies in addition to the general
risk of the stock market. Risks associated with
infrastructure-related companies include: (a) realized rev-
enue volume may be significantly lower than projected
and/or there will be cost overruns; (b) infrastructure proj-
ect sponsors will alter their terms making a project no lon-
ger economical; (c) macroeconomic factors such as low
gross domestic product (“GDP”) growth or high nominal
interest rates will raise the average cost of infrastructure
funding; (d) government regulation may affect rates
charged to infrastructure customers; (e) government bud-
getary constraints will impact infrastructure projects; (f)
special tariffs will be imposed; and (g) changes in tax laws,
regulatory policies or accounting standards could be unfa-

vorable. Other risks include environmental damage due to
a company’s operations or an accident, a natural disaster,
changes in market sentiment towards infrastructure and
terrorist acts. Any of these events could cause the value of
the Fund’s or Underlying Fund’s investments in
infrastructure-related companies to decline.

Interest Rate Risk is the risk that rising interest rates may
adversely affect the Fund or an Underlying Fund. Increases
in interest rates typically lower the present value of a
REIT’s future earnings stream, and may make financing
property purchases and improvements more costly.
Because the market price of REIT stocks may change based
upon investors’ collective perceptions of future earnings,
the value of the Fund may decline when investors antici-
pate or experience rising interest rates.

Market Risk is the risk that general market conditions,
such as real or perceived adverse economic or political con-
ditions, inflation, changes in interest rates, lack of liquidity
in the bond markets, volatility in the equities market or
adverse investor sentiment could cause the value of your
investment in the Fund to decline. It includes the risk that a
particular style of investing, such as growth or value, may
underperform the market generally. The market value of
the securities in which the Fund invests may go up or down
in response to the prospects of individual companies, par-
ticular sectors or governments and/or general economic
conditions throughout the world due to increasingly inter-
connected global economies and financial markets.

Market Trading Risk is the risk that the Fund and the
Underlying Funds face because their shares are listed on a
securities exchange, including the potential lack of an
active market for Fund shares, losses from trading in sec-
ondary markets, periods of high volatility and disruption
in the creation/redemption process of the Fund or Under-
lying Fund. ANY OF THESE FACTORS MAY LEAD TO
THE FUND’S SHARES TRADING AT A PREMIUM OR
DISCOUNT TO NAV.

Trading in Fund shares may be halted due to market condi-
tions or for reasons that, in the view of its listing exchange,
make trading in the shares inadvisable. The market prices
of Fund shares will generally fluctuate in accordance with
changes in its NAV, changes in the relative supply of, and
demand for, Fund shares, and changes in the liquidity, or
the perceived liquidity, of the Fund’s holdings

Mid and Small Cap Stock Risk is the risk that stocks of
mid-sized and smaller companies may be more volatile
than stocks of larger, more established companies, and may
lack sufficient market liquidity. Mid-sized and small com-
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panies may have limited product lines or financial
resources, may be dependent upon a particular niche of the
market, or may be dependent upon a small or inexperi-
enced management group. Securities of smaller companies
may trade less frequently and in lower volume than the
securities of larger companies, which could lead to higher
transaction costs. Generally the smaller the company size,
the greater the risk.

MLP Risk is the risk that accompanies an investment in
publicly-traded MLP units. An MLP is a publicly traded
company organized as a limited partnership or limited
liability company and treated as a partnership for federal
income tax purposes. Investing in MLPs involves certain
risks related to investing in the underlying assets of the
MLPs and risks associated with pooled investment vehicles.
MLPs that concentrate in a particular industry or a par-
ticular geographic region are subject to risks associated
with such industry or region. MLPs may also be sensitive to
changes in interest rates and during periods of interest rate
volatility, may not provide attractive returns. The benefit
derived from an Underlying Fund’s investment in MLPs is
largely dependent on the MLPs being treated as partner-
ships for federal income tax purposes. If any of the MLPs
owned by an Underlying Fund were treated as corporations
for U.S. federal income tax purposes, the after-tax return to
the Underlying Fund with respect to its investment in such
MLPs would be materially reduced, which could cause a
decline in the value of the Underlying Fund’s shares. The
Underlying Fund must include its allocable share of the
MLP’s taxable income in its taxable income, whether or not
it receives a distribution of cash from the MLP. In such
case, the Fund may have to liquidate securities to make
required distributions to the Fund’s shareholders.

Model Risk is the risk that the asset allocation model used
to calculate the Underlying Index will not achieve its
intended results.

Momentum Risk is the risk that securities that have had
higher recent price performance compared to other securi-
ties may be more volatile than a broad cross-section of
securities or that returns on securities that have previously
exhibited price momentum are less than returns on other
securities or the overall stock market. Momentum can turn
quickly and cause significant variation from other types of
investments. An Underlying Fund may follow an index that
selects constituent securities based on a “momentum” fac-
tor.

Non-Diversification Risk is the risk that the performance
of the Fund or an Underlying Fund may depend on the
performance of a small number of issuers because it may
invest a large percentage of its assets in securities issued by
or representing a small number of issuers.

Passive Investment Risk is the risk that the Fund and the
Underlying Funds are not actively managed and NTI does
not attempt to take defensive positions in any market con-
ditions, including declining markets.

Real Estate Securities Risk is the risk that the Fund or an
Underlying Fund is subject to the risks associated with
investment in the real estate sector in addition to the gen-
eral risk of the stock market. Investing in securities of real
estate companies will make an Underlying Fund, and the
Fund, more susceptible to risks associated with the owner-
ship of real estate and with the real estate industry in gen-
eral, as well as risks that relate specifically to the way in
which real estate companies are organized and operated.
Real estate companies may have lower trading volumes and
may be subject to more abrupt or erratic price movements
than the overall securities markets. The value of real estate
securities may underperform other sectors of the economy
or broader equity markets. To the extent that an Underly-
ing Fund, and the Fund, concentrates its investments in the
real estate sector, it may be subject to greater risk of loss
than if it were diversified across different industry sectors.

REIT Risk is the risk that an Underlying Fund’s invest-
ments may be affected by factors affecting REITs and the
real estate sector generally. Investing in REITs involves cer-
tain unique risks in addition to those risks associated with
investing in the real estate industry in general. REITs whose
underlying properties are concentrated in a particular
industry or geographic region are also subject to risks
affecting such industries and regions. By investing in REITs
through the Fund and an Underlying Fund, a shareholder
will bear expenses of the REITs in addition to expenses of
the Fund and Underlying Fund.

Securities Lending Risk is the risk that the Fund may lose
money because the borrower of the loaned securities fails
to return the securities in a timely manner or at all. The
Fund could also lose money in the event of a decline in the
value of collateral provided for loaned securities or a
decline in the value of any investments made with cash
collateral.

Tax Risk is the risk that, because the Fund invests in the
Underlying Funds, the Fund’s realized losses on sales of
shares of the Underlying Funds may be indefinitely or per-
manently deferred as “wash sales.” Distributions of short-
term capital gains by the Underlying Funds will be recog-
nized as ordinary income by the Fund and would not be
offset by the Fund’s capital loss carryforwards, if any. Capi-
tal loss carryforwards of the Underlying Funds, if any,
would not offset net capital gains of the Fund. Each of
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these effects is caused by the Fund’s investment in the
Underlying Funds and may result in distributions to Fund
shareholders being of higher magnitudes and less likely to
qualify for lower capital gain tax rates than if the Fund were
to invest otherwise.

Tracking Error Risk is the risk that the Fund’s perfor-
mance may vary substantially from the performance of the
Underlying Index. Each Underlying Fund is also subject to
tracking error risk in seeking to track the performance of
its underlying index. To the extent the Fund or Underlying
Fund employs a representative sampling strategy, it may
incur tracking error to a greater extent than if it seeks to
replicate its respective underlying index. The representative
sampling strategy used by NTI may fail to produce the
intended results.

U.S. Issuer Risk is the risk that certain changes in the U.S.
economy, such as when the U.S. economy weakens or when
its financial markets decline, may have an adverse effect on
the securities to which the Fund or an Underlying Fund has
exposure.

Valuation Risk is the risk that the sale price the Fund or an
Underlying Fund could receive for a portfolio security may
differ from the Fund’s or the Underlying Fund’s valuation
of the security, particularly for securities that trade in low
volume or volatile markets or that are valued using a fair
value methodology. In addition, the value of the securities
in the Fund’s or an Underlying Fund’s portfolio may
change on days when shareholders will not be able to pur-
chase or sell the Fund’s shares. The Fund relies on various
sources to calculate its NAV. The information may be pro-
vided by third parties that are believed to be reliable, but
the information may not be accurate due to errors by such
pricing sources, technological issues or otherwise.

Value Investing Risk is the risk that an Underlying Fund’s
investment in companies whose securities are believed to
be undervalued, relative to their underlying profitability,
will not appreciate in value as anticipated.

It is possible to lose money on an investment in the Fund.
An investment in the Fund is not a deposit of any bank
and is not insured or guaranteed by the Federal Deposit
Insurance Corporation, any other government agency, or
The Northern Trust Company, its affiliates, subsidiaries
or any other bank.

Fund Performance
The bar chart and table that follow show how the Fund has
performed on a calendar year basis and provide an indica-
tion of the risks of investing in the Fund. Past performance
(before and after taxes) does not necessarily indicate how

the Fund will perform in the future. Updated information
on the Fund’s performance results can be obtained by visit-
ing www.flexshares.com.

Calendar Year Total Returns
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For the periods in the bar chart above:

Best Quarter (3/31/2016): 5.63%

Worst Quarter (12/31/2018): -7.46%

Average Annual Total Returns

(for the periods ended December 31, 2018)

One
Year

Since
Inception
of Fund

Inception
Date
of Fund

Before Taxes -8.40% 3.76% 11/23/2015

After Taxes on
Distributions -9.18% 2.79% —

After Taxes on
Distributions and Sale of
Shares -4.67% 2.67% —

Northern Trust Real
Assets Allocation
IndexSM* -8.26% 3.87% —

MSCI ACWI Index* -9.42% 5.60% —

* Reflects no deduction for fees, expenses or taxes.

After-tax returns are calculated using the historical highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may dif-
fer from those shown. After-tax returns shown are not rel-
evant to investors who hold shares through tax-deferred
arrangements, such as 401(k) plans or individual retire-
ment plans. After-tax returns may exceed the return before
taxes due to an assumed tax benefit from realizing a capital
loss on a sale of Fund shares.

Management
Investment Adviser and Portfolio Managers. Northern
Trust Investments, Inc., a subsidiary of Northern Trust
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Corporation, serves as the Investment Adviser of the Fund.
Robert Anstine and Brendan Sullivan, each a Vice President
of Northern Trust Investments, Inc., have served as Portfo-
lio Managers of the Fund since inception of the Fund and
June 2016, respectively.

Purchase and Sale of Fund Shares
The Fund is an exchange-traded fund (commonly referred
to as an “ETF”). Individual Fund shares may only be pur-
chased and sold on a national securities exchange through
a broker-dealer. The price of Fund shares is based on mar-
ket price, and because ETF shares trade at market prices
rather than NAV, shares may trade at a price greater than
NAV (a premium) or less than NAV (a discount). The Fund
will only issue or redeem shares that have been aggregated
into blocks of 25,000 shares or multiples thereof (“Creation
Units”) to Authorized Participants who have entered into
agreements with the Fund’s distributor. The Fund will issue
or redeem Creation Units in return for a basket of assets
that the Fund specifies each day.

Tax Information
The Fund’s distributions are generally taxable to you as
ordinary income, qualified dividends, capital gains, or a
combination of the three, unless you are investing through
a tax-exempt or tax-deferred arrangement, such as a
401(k) plan or an individual retirement account. Distribu-
tions may be taxable upon withdrawal from tax-deferred
accounts.

Payments to Brokers-Dealers and Other
Financial Intermediaries
If you purchase the Fund through a broker-dealer or other
financial intermediary (such as a bank), NTI and its related
companies may pay the intermediary for activities related
to the marketing and promotion of the Fund. These pay-
ments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson
to recommend the Fund over another investment. Ask your
salesperson or visit your financial intermediary’s website
for more information.
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Investment Objective
The Fund seeks investment results that correspond gener-
ally to the price and yield performance, before fees and
expenses, of the Northern Trust Quality Dividend IndexSM

(the “Underlying Index”).

Fees and Expenses of the Fund
This table describes the fees and expenses that you may pay
if you buy and hold shares of the Fund. Under the Fund’s
Investment Advisory Agreement, the Fund is responsible
for the following expenses: interest expenses, brokerage
commissions and other trading expenses, fees and expenses
of the independent trustees and their independent legal
counsel, taxes and other extraordinary costs such as litiga-
tion and other expenses not incurred in the ordinary
course of business. You will also incur usual and customary
brokerage commissions when buying or selling shares of
the Fund in the secondary market, which are not reflected
in the example that follows:

Annual Fund Operating Expenses (expenses that you pay each
year as a percentage of the value of your investment)
Management Fees 0.37%

Distribution (12b-1) Fees 0.00%

Other Expenses(1) 0.00%(2)

Total Annual Fund Operating Expenses 0.37%

Expense Reimbursement(3) 0.00%(2)

Total Annual Fund Operating Expenses After
Expense Reimbursement 0.37%

(1) “Other expenses” include fees and expenses of the independent
trustees and their independent legal counsel.

(2) Amount is less than 0.005%.
(3) Northern Trust Investments, Inc. (“NTI” or “Investment Adviser”)

has contractually agreed to reimburse certain expenses of the
Trust’s independent trustees until March 1, 2020. The Fund’s
Board of Trustees may terminate the contractual arrangement at
any time if it determines that it is in the best interest of the Fund
and its shareholders. “Expense Reimbursement” has been
restated to reflect current contractual expense reimbursement
arrangements.

Example
The following Example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and
then redeem all of your shares at the end of those periods.

The Example also assumes that your investment has a 5%
return each year and that the Fund’s operating expenses
remain the same. Although your actual costs may be higher
or lower, based on these assumptions your costs would be:

1 Year $ 38
3 Years $ 119
5 Years $208
10 Years $468

Portfolio Turnover. The Fund pays transaction costs, such
as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher
taxes when Fund shares are held in a taxable account. These
costs, which are not reflected in annual fund operating
expenses or in the Example, affect the Fund’s performance.
Portfolio turnover may vary from year to year, as well as
within a year. During the most recent fiscal year, the Fund’s
portfolio turnover rate was 76% of the average value of its
portfolio.

Principal Investment Strategies
The Underlying Index is designed to provide exposure to a
high-quality, income-oriented portfolio of U.S. equity
securities, with an emphasis on long-term capital growth
and a targeted overall volatility similar to that of the North-
ern Trust 1250 IndexSM (the “Parent Index”). Companies
included in the Underlying Index are a subset of the Parent
Index, and are selected based on expected dividend pay-
ment and fundamental factors such as profitability, man-
agement expertise and cash flow, as determined by NTI (in
its capacity as the index provider (the “Index Provider”)),
pursuant to its index methodology. The Underlying Index
is designed to outperform the Parent Index on a risk-
adjusted basis, with respect to a combination of dividend
yield and capital appreciation. The Underlying Index
begins with the Parent Index, and then follows a rules-
based methodology to calculate optimal weights for securi-
ties in the Underlying Index based upon a targeted overall
beta similar to the Parent Index, dividend yield, quality
factors and lower total risk. Beta represents the market sen-
sitivity, relative to a given market index and time period,
and is one measure of volatility. The Parent Index is a float-
adjusted market capitalization weighted index comprised
of the 1250 largest U.S. domiciled companies by market
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capitalization. In addition to tracking the performance of
the Underlying Index, the Investment Adviser seeks to
minimize portfolio turnover and tax inefficiencies. As of
December 31, 2018, there were 137 issues in the Underlying
Index. The Underlying Index is governed by transparent,
objective rules for security selection, exclusion, rebalancing
and adjustments for corporate actions.

NTI uses a “passive” or indexing approach to try to achieve
the Fund’s investment objective. Unlike many investment
companies, the Fund does not try to “beat” its Underlying
Index and does not seek temporary defensive positions
when markets decline or appear overvalued.

NTI uses a representative sampling strategy to manage the
Fund. “Representative sampling” is investing in a represen-
tative sample of securities that collectively has an invest-
ment profile similar to the Underlying Index. The Fund
may or may not hold all of the securities that are included
in the Underlying Index. The Fund reserves the right to
invest in substantially all of the securities in its Underlying
Index in approximately the same proportions (i.e., replica-
tion) if NTI determines that it is in the best interest of the
Fund.

Under normal circumstances, the Fund will invest at least
80% of its total assets (exclusive of collateral held from
securities lending) in the securities of the Underlying
Index. The Fund may also invest up to 20% of its assets in
cash and cash equivalents, including shares of money mar-
ket funds advised by NTI or its affiliates, futures contracts
and options on futures contracts, as well as securities not
included in the Underlying Index, but which NTI believes
will help the Fund track its Underlying Index.

The Underlying Index is created and sponsored by NTI, as
the Index Provider. NTI also serves as the investment
adviser to the Fund. The Index Provider determines the
composition and relative weightings of the securities in the
Underlying Index and publishes information regarding the
market value of the Underlying Index. The Index is recon-
stituted quarterly.

The Fund may lend securities representing up to one-third
of the value of the Fund’s total assets (including the value
of the collateral received).

Industry Concentration Policy. The Fund will concentrate
its investments (i.e., hold 25% or more of its total assets) in
a particular industry or group of industries to approxi-
mately the same extent that the Underlying Index is con-
centrated.

Principal Risks
As with any investment, you could lose all or part of your
investment in the Fund, and the Fund’s performance could
trail that of other investments. The Fund is subject to the
principal risks noted below, any of which may adversely
affect the Fund’s net asset value (“NAV”), trading price,
yield, total return and ability to meet its investment objec-
tive.

Authorized Participant Concentration Risk is the risk that
the Fund may be adversely affected because it has a limited
number of institutions that act as authorized participants
(“Authorized Participants”). Only an Authorized Partici-
pant may engage in creation or redemption transactions
directly with the Fund. To the extent that these institutions
exit the business or are unable to proceed with creation
and/or redemption orders with respect to the Fund and no
other Authorized Participant is able to step forward to cre-
ate or redeem Creation Units (as defined below), Fund
shares may trade at a discount to NAV and possibly face
trading halts and/or delisting.

Calculation Methodology Risk is the risk that the Under-
lying Index’s calculation methodology or sources of infor-
mation may not provide an accurate assessment of
included issuers or correct valuation of securities, nor is the
availability or timeliness of the production of the Index
guaranteed.

Concentration Risk is the risk that, to the extent the
Fund’s investments are concentrated in the securities of
issuers in a particular region, country, market, industry,
sector or asset class, the Fund may be subject to increased
price volatility and may be more susceptible to adverse eco-
nomic, market, political or regulatory occurrences affecting
that region, country, market, industry, sector or asset class.

Cyber Security and Operational Risk is the risk that the
Fund and its service providers may experience disruptions
that arise from breaches in cyber security, human error,
processing and communications errors, counterparty or
third-party errors, technology or systems failures, any of
which may have an adverse impact on the Fund. Failures or
breaches of the electronic systems of the Fund, the Fund’s
adviser, distributor, and other service providers, market
makers, Authorized Participants or the issuers of securities
in which the Fund invests have the ability to cause disrup-
tions and negatively impact the Fund’s business operations,
potentially resulting in financial losses to the Fund and its
shareholders.
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Derivatives Risk is the risk of investing in derivative
instruments, such as futures contracts and options on
futures contracts. These risks include liquidity, interest
rate, market, credit, counterparty and management risks,
as well as the risk of mispricing or improper valuation.
Changes in the value of a derivative may not correlate per-
fectly with the underlying asset, rate or index, and the Fund
could lose more than the principal amount invested.

Dividend Risk is the risk that an issuer of stock held by the
Fund may choose not to declare a dividend or the dividend
rate might not remain at current levels. Dividend paying
stocks might not experience the same level of earnings
growth or capital appreciation as non-dividend paying
stocks. The Fund’s performance during a broad market
advance could suffer because dividend paying stocks may
not experience the same capital appreciation as non-
dividend paying stocks.

Equity Securities Risk is the risk that the values of the
equity securities owned by the Fund may be more volatile
and underperform other asset classes and the general secu-
rities markets.

Information Technology Sector Risk is the risk that the
Fund will be impacted by events affecting the U.S. informa-
tion technology sector if it invests a relatively large percent-
age of its assets in that sector, adversely affecting the Fund’s
price. Securities of information technology companies may
be subject to greater price volatility than securities of com-
panies in other sectors. These securities may fall in and out
of favor with investors rapidly, which may cause sudden
selling and dramatically lower market prices. These securi-
ties also may be affected adversely by changes in technol-
ogy, consumer and business purchasing patterns, govern-
ment regulation and/or obsolete products or services. In
addition, a rising interest rate environment tends to nega-
tively affect technology companies.

Large Cap Risk is that returns on investments in stocks of
large U.S. companies could trail the returns on investments
in stocks of smaller and mid-sized companies.

Market Risk is the risk that general market conditions,
such as real or perceived adverse economic or political con-
ditions, inflation, changes in interest rates, lack of liquidity
in the bond markets, volatility in the equities market or
adverse investor sentiment could cause the value of your
investment in the Fund to decline. It includes the risk that a

particular style of investing, such as growth or value, may
underperform the market generally. The market value of
the securities in which the Fund invests may go up or down
in response to the prospects of individual companies, par-
ticular sectors or governments and/or general economic
conditions throughout the world due to increasingly inter-
connected global economies and financial markets.

Market Trading Risk is the risk that the Fund faces because
its shares are listed on a securities exchange, including the
potential lack of an active market for Fund shares, losses
from trading in secondary markets, periods of high volatil-
ity and disruption in the creation/redemption process of
the Fund. ANY OF THESE FACTORS MAY LEAD TO THE
FUND’S SHARES TRADING AT A PREMIUM OR DIS-
COUNT TO NAV.

Trading in Fund shares may be halted due to market condi-
tions or for reasons that, in the view of its listing exchange,
make trading in the shares inadvisable. The market prices
of Fund shares will generally fluctuate in accordance with
changes in its NAV, changes in the relative supply of, and
demand for, Fund shares, and changes in the liquidity, or
the perceived liquidity, of the Fund’s holdings.

Passive Investment Risk is the risk that the Fund is not
actively managed and NTI does not attempt to take defen-
sive positions in any market conditions, including declin-
ing markets.

Securities Lending Risk is the risk that the Fund may lose
money because the borrower of the loaned securities fails
to return the securities in a timely manner or at all. The
Fund could also lose money in the event of a decline in the
value of collateral provided for loaned securities or a
decline in the value of any investments made with cash
collateral.

Tracking Error Risk is the risk that the Fund’s perfor-
mance may vary substantially from the performance of the
Underlying Index. The Fund employs a representative sam-
pling strategy, and may incur tracking error to a greater
extent than a fund that seeks to replicate an index. The rep-
resentative sampling strategy used by NTI may fail to pro-
duce the intended results.

U.S. Issuer Risk is the risk that certain changes in the U.S.
economy, such as when the U.S. economy weakens or when
its financial markets decline, may have an adverse effect on
the securities to which the Fund has exposure.
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Valuation Risk is the risk that the sale price the Fund could
receive for a portfolio security may differ from the Fund’s
valuation of the security, particularly for securities that
trade in low volume or volatile markets or that are valued
using a fair value methodology. In addition, the value of
the securities in the Fund’s portfolio may change on days
when shareholders will not be able to purchase or sell the
Fund’s shares. The Fund relies on various sources to calcu-
late its NAV. The information may be provided by third
parties that are believed to be reliable, but the information
may not be accurate due to errors by such pricing sources,
technological issues or otherwise.

Volatility Risk is the risk that the actual level of volatility
experienced by the Fund may be greater or lower than the
targeted overall volatility of the Underlying Index.
Although the Underlying Index is designed to have a tar-
geted overall volatility that is similar to that of the Parent
Index, there is no guarantee that it will have the targeted
overall volatility. The Fund will continue to seek to track
the Underlying Index even if the Underlying Index does
not have the targeted overall volatility. There is also the risk
that the Fund may experience volatility greater or lower
than that of the Underlying Index as a result of tracking
error. A portfolio of securities with greater volatility is gen-
erally considered to have a higher risk profile than a portfo-
lio with lower volatility.

It is possible to lose money on an investment in the Fund.
An investment in the Fund is not a deposit of any bank
and is not insured or guaranteed by the Federal Deposit
Insurance Corporation, any other government agency, or
The Northern Trust Company, its affiliates, subsidiaries
or any other bank.

Fund Performance
The bar chart and table that follow show how the Fund has
performed on a calendar year basis and provide an indica-
tion of the risks of investing in the Fund. Past performance
(before and after taxes) does not necessarily indicate how
the Fund will perform in the future. Updated information
on the Fund’s performance results can be obtained by visit-
ing www.flexshares.com.

Calendar Year Total Returns

17.17%
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For the periods shown in the bar chart above:

Best Quarter (3/31/2013): 13.58%

Worst Quarter (12/31/2018): -14.00%

Average Annual Total Returns

(for the periods ended December 31, 2018)

One
Year

Five
Year

Since
Inception
of Fund

Inception
Date
of Fund

Before Taxes -7.88% 7.00% 11.30% 12/14/2012

After Taxes on
Distributions -8.84% 6.11% 10.41% —

After Taxes on
Distributions and
Sale of Shares -4.08% 5.35% 8.92% —

Russell 1000®

Index* -4.78% 8.21% 12.11% —

Northern Trust
Quality
Dividend
IndexSM* -7.41% 7.54% 11.84% —

* Reflects no deduction for fees, expenses or taxes.

After-tax returns are calculated using the historical highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may dif-
fer from those shown. After-tax returns shown are not rel-
evant to investors who hold shares through tax-deferred
arrangements, such as 401(k) plans or individual retire-
ment plans. After-tax returns may exceed the return before
taxes due to an assumed tax benefit from realizing a capital
loss on a sale of Fund shares.

Management
Investment Adviser and Portfolio Managers. Northern
Trust Investments, Inc., a subsidiary of Northern Trust
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Corporation, serves as the Investment Adviser of the Fund.
Robert Anstine and Brendan Sullivan, each a Vice President
of Northern Trust Investments, Inc., have served as Portfo-
lio Managers of the Fund since October 2013 and June
2016, respectively.

Purchase and Sale of Fund Shares
The Fund is an exchange-traded fund (commonly referred
to as an “ETF”). Individual Fund shares may only be pur-
chased and sold on a national securities exchange through
a broker-dealer. The price of Fund shares is based on mar-
ket price, and because ETF shares trade at market prices
rather than NAV, shares may trade at a price greater than
NAV (a premium) or less than NAV (a discount). The Fund
will only issue or redeem shares that have been aggregated
into blocks of 50,000 shares or multiples thereof (“Creation
Units”) to Authorized Participants who have entered into
agreements with the Fund’s distributor. The Fund will issue
or redeem Creation Units in return for a basket of assets
that the Fund specifies each day.

Tax Information
The Fund’s distributions are generally taxable to you as
ordinary income, qualified dividends, capital gains, Sec-
tion 199A dividends, or a combination of the four, unless
you are investing through a tax-exempt or tax-deferred
arrangement, such as a 401(k) plan or an individual retire-
ment account. Distributions may be taxable upon with-
drawal from tax-deferred accounts.

Payments to Brokers-Dealers and Other
Financial Intermediaries
If you purchase the Fund through a broker-dealer or other
financial intermediary (such as a bank), NTI and its related
companies may pay the intermediary for activities related
to the marketing and promotion of the Fund. These pay-
ments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson
to recommend the Fund over another investment. Ask your
salesperson or visit your financial intermediary’s website
for more information.
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Investment Objective
The Fund seeks investment results that correspond gener-
ally to the price and yield performance, before fees and
expenses, of the Northern Trust Quality Dividend Defen-
sive IndexSM (the “Underlying Index”).

Fees and Expenses of the Fund
This table describes the fees and expenses that you may pay
if you buy and hold shares of the Fund. Under the Fund’s
Investment Advisory Agreement, the Fund is responsible
for the following expenses: interest expenses, brokerage
commissions and other trading expenses, fees and expenses
of the independent trustees and their independent legal
counsel, taxes and other extraordinary costs such as litiga-
tion and other expenses not incurred in the ordinary
course of business. You will also incur usual and customary
brokerage commissions when buying or selling shares of
the Fund in the secondary market, which are not reflected
in the example that follows:

Annual Fund Operating Expenses (expenses that you pay each
year as a percentage of the value of your investment)
Management Fees 0.37%

Distribution (12b-1) Fees 0.00%

Other Expenses(1) 0.00%(2)

Total Annual Fund Operating Expenses(1) 0.37%

Expense Reimbursement(3) 0.00%(2)

Total Annual Fund Operating Expenses After
Expense Reimbursement(1) 0.37%

(1) “Other Expenses”, “Total Annual Fund Operating Expenses”
and “Total Annual Fund Operating Expenses After Expense
Reimbursement” have been restated to reflect current expenses.
“Other expenses” include fees and expenses of the independent
trustees and their independent legal counsel.

(2) Amount is less than 0.005%.
(3) Northern Trust Investments, Inc. (“NTI” or “Investment Adviser”)

has contractually agreed to reimburse certain expenses of the
Trust’s independent trustees until March 1, 2020. The Fund’s
Board of Trustees may terminate the contractual arrangement at
any time if it determines that it is in the best interest of the Fund
and its shareholders. “Expense Reimbursement” has been
restated to reflect current expenses and contractual expense
reimbursement arrangements.

Example
The following Example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and

then redeem all of your shares at the end of those periods.
The Example also assumes that your investment has a 5%
return each year and that the Fund’s operating expenses
remain the same (taking into account the expense reim-
bursement arrangement for one year). Although your
actual costs may be higher or lower, based on these
assumptions your costs would be:

1 Year $ 38
3 Years $ 119
5 Years $208
10 Years $468

Portfolio Turnover. The Fund pays transaction costs, such
as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher
taxes when Fund shares are held in a taxable account. These
costs, which are not reflected in annual fund operating
expenses or in the Example, affect the Fund’s performance.
Portfolio turnover may vary from year to year, as well as
within a year. During the most recent fiscal year, the Fund’s
portfolio turnover rate was 94% of the average value of its
portfolio.

Principal Investment Strategies
The Underlying Index is designed to provide exposure to a
high-quality, income-oriented portfolio of U.S. equity
securities, with an emphasis on long-term capital growth
and a targeted overall volatility that is lower than that of
the Northern Trust 1250 IndexSM (the “Parent Index”).
Companies included in the Underlying Index are a subset
of the Parent Index, and are selected based on expected
dividend payment and fundamental factors such as profit-
ability, management expertise and cash flow, as determined
by NTI (in its capacity as the index provider (the “Index
Provider”)), pursuant to its index methodology. The
Underlying Index is designed to outperform the Parent
Index on a risk-adjusted basis, with respect to a combina-
tion of dividend yield and capital appreciation. The Under-
lying Index begins with the Parent Index, and then follows
a rules-based methodology to calculate optimal weights for
securities in the Underlying Index based upon a targeted
overall beta generally between 0.5 to 1.0 times that of the
Parent Index, dividend yield, quality factors and lower total
risk. Beta represents the market sensitivity, relative to a
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given market index and time period, and is one measure of
volatility. The Parent Index is a float-adjusted market capi-
talization weighted index comprised of the 1250 largest
U.S. domiciled companies by market capitalization. In
addition to tracking the performance of the Underlying
Index, the Investment Adviser seeks to minimize portfolio
turnover and tax inefficiencies. As of December 31, 2018,
there were 156 issues in the Underlying Index. The Under-
lying Index is governed by transparent, objective rules for
security selection, exclusion, rebalancing and adjustments
for corporate actions.

NTI uses a “passive” or indexing approach to try to achieve
the Fund’s investment objective. Unlike many investment
companies, the Fund does not try to “beat” its Underlying
Index and does not seek temporary defensive positions
when markets decline or appear overvalued.

NTI uses a representative sampling strategy to manage the
Fund. “Representative sampling” is investing in a represen-
tative sample of securities that collectively has an invest-
ment profile similar to the Underlying Index. The Fund
may or may not hold all of the securities that are included
in the Underlying Index. The Fund reserves the right to
invest in substantially all of the securities in its Underlying
Index in approximately the same proportions (i.e., replica-
tion) if NTI determines that it is in the best interest of the
Fund.

Under normal circumstances, the Fund will invest at least
80% of its total assets (exclusive of collateral held from
securities lending) in the securities of the Underlying
Index. The Fund may also invest up to 20% of its assets in
cash and cash equivalents, including shares of money mar-
ket funds advised by NTI or its affiliates, futures contracts
and options on futures contracts, as well as securities not
included in the Underlying Index, but which NTI believes
will help the Fund track its Underlying Index.

The Underlying Index is created and sponsored by NTI, as
the Index Provider. NTI also serves as the investment
adviser to the Fund. The Index Provider determines the
composition and relative weightings of the securities in the
Underlying Index and publishes information regarding the
market value of the Underlying Index. The Index is recon-
stituted quarterly.

The Fund may lend securities representing up to one-third
of the value of the Fund’s total assets (including the value
of the collateral received).

Industry Concentration Policy. The Fund will concentrate
its investments (i.e., hold 25% or more of its total assets) in
a particular industry or group of industries to approxi-
mately the same extent that the Underlying Index is con-
centrated.

Principal Risks
As with any investment, you could lose all or part of your
investment in the Fund, and the Fund’s performance could
trail that of other investments. The Fund is subject to the
principal risks noted below, any of which may adversely
affect the Fund’s net asset value (“NAV”), trading price,
yield, total return and ability to meet its investment objec-
tive.

Authorized Participant Concentration Risk is the risk that
the Fund may be adversely affected because it has a limited
number of institutions that act as authorized participants
(“Authorized Participants”). Only an Authorized Partici-
pant may engage in creation or redemption transactions
directly with the Fund. To the extent that these institutions
exit the business or are unable to proceed with creation
and/or redemption orders with respect to the Fund and no
other Authorized Participant is able to step forward to cre-
ate or redeem Creation Units (as defined below), Fund
shares may trade at a discount to NAV and possibly face
trading halts and/or delisting.

Calculation Methodology Risk is the risk that the Under-
lying Index’s calculation methodology or sources of infor-
mation may not provide an accurate assessment of
included issuers or correct valuation of securities, nor is the
availability or timeliness of the production of the Index
guaranteed.

Concentration Risk is the risk that, to the extent the
Fund’s investments are concentrated in the securities of
issuers in a particular region, country, market, industry,
sector or asset class, the Fund may be subject to increased
price volatility and may be more susceptible to adverse eco-
nomic, market, political or regulatory occurrences affecting
that region, country, market, industry, sector or asset class.

Cyber Security and Operational Risk is the risk that the
Fund and its service providers may experience disruptions
that arise from breaches in cyber security, human error,
processing and communications errors, counterparty or
third-party errors, technology or systems failures, any of
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which may have an adverse impact on the Fund. Failures or
breaches of the electronic systems of the Fund, the Fund’s
adviser, distributor, and other service providers, market
makers, Authorized Participants or the issuers of securities
in which the Fund invests have the ability to cause disrup-
tions and negatively impact the Fund’s business operations,
potentially resulting in financial losses to the Fund and its
shareholders.

Derivatives Risk is the risk of investing in derivative
instruments, such as futures contracts and options on
futures contracts. These risks include liquidity, interest
rate, market, credit, counterparty and management risks,
as well as the risk of mispricing or improper valuation.
Changes in the value of a derivative may not correlate per-
fectly with the underlying asset, rate or index, and the Fund
could lose more than the principal amount invested.

Dividend Risk is the risk that an issuer of stock held by the
Fund may choose not to declare a dividend or the dividend
rate might not remain at current levels. Dividend paying
stocks might not experience the same level of earnings
growth or capital appreciation as non-dividend paying
stocks. The Fund’s performance during a broad market
advance could suffer because dividend paying stocks may
not experience the same capital appreciation as non-
dividend paying stocks.

Equity Securities Risk is the risk that the values of the
equity securities owned by the Fund may be more volatile
and underperform other asset classes and the general secu-
rities markets.

Information Technology Sector Risk is the risk that the
Fund will be impacted by events affecting the U.S. informa-
tion technology sector if it invests a relatively large percent-
age of its assets in that sector, adversely affecting the Fund’s
price. Securities of information technology companies may
be subject to greater price volatility than securities of com-
panies in other sectors. These securities may fall in and out
of favor with investors rapidly, which may cause sudden
selling and dramatically lower market prices. These securi-
ties also may be affected adversely by changes in technol-
ogy, consumer and business purchasing patterns, govern-
ment regulation and/or obsolete products or services. In
addition, a rising interest rate environment tends to nega-
tively affect technology companies.

Large Cap Risk is that returns on investments in stocks of
large U.S. companies could trail the returns on investments
in stocks of smaller and mid-sized companies.

Market Risk is the risk that general market conditions,
such as real or perceived adverse economic or political con-
ditions, inflation, changes in interest rates, lack of liquidity
in the bond markets, volatility in the equities market or
adverse investor sentiment could cause the value of your
investment in the Fund to decline. It includes the risk that a
particular style of investing, such as growth or value, may
underperform the market generally. The market value of
the securities in which the Fund invests may go up or down
in response to the prospects of individual companies, par-
ticular sectors or governments and/or general economic
conditions throughout the world due to increasingly inter-
connected global economies and financial markets.

Market Trading Risk is the risk that the Fund faces because
its shares are listed on a securities exchange, including the
potential lack of an active market for Fund shares, losses
from trading in secondary markets, periods of high volatil-
ity and disruption in the creation/redemption process of
the Fund. ANY OF THESE FACTORS MAY LEAD TO THE
FUND’S SHARES TRADING AT A PREMIUM OR DIS-
COUNT TO NAV.

Trading in Fund shares may be halted due to market condi-
tions or for reasons that, in the view of its listing exchange,
make trading in the shares inadvisable. The market prices
of Fund shares will generally fluctuate in accordance with
changes in its NAV, changes in the relative supply of, and
demand for, Fund shares, and changes in the liquidity, or
the perceived liquidity, of the Fund’s holdings.

Passive Investment Risk is the risk that the Fund is not
actively managed and NTI does not attempt to take defen-
sive positions in any market conditions, including declin-
ing markets.

Securities Lending Risk is the risk that the Fund may lose
money because the borrower of the loaned securities fails
to return the securities in a timely manner or at all. The
Fund could also lose money in the event of a decline in the
value of collateral provided for loaned securities or a
decline in the value of any investments made with cash
collateral.

Tracking Error Risk is the risk that the Fund’s perfor-
mance may vary substantially from the performance of the
Underlying Index. The Fund employs a representative sam-
pling strategy, and may incur tracking error to a greater
extent than a fund that seeks to replicate an index. The rep-
resentative sampling strategy used by NTI may fail to pro-
duce the intended results.
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U.S. Issuer Risk is the risk that certain changes in the U.S.
economy, such as when the U.S. economy weakens or when
its financial markets decline, may have an adverse effect on
the securities to which the Fund has exposure.

Valuation Risk is the risk that the sale price the Fund could
receive for a portfolio security may differ from the Fund’s
valuation of the security, particularly for securities that
trade in low volume or volatile markets or that are valued
using a fair value methodology. In addition, the value of
the securities in the Fund’s portfolio may change on days
when shareholders will not be able to purchase or sell the
Fund’s shares. The Fund relies on various sources to calcu-
late its NAV. The information may be provided by third
parties that are believed to be reliable, but the information
may not be accurate due to errors by such pricing sources,
technological issues or otherwise.

Volatility Risk is the risk that the actual level of volatility
experienced by the Fund may be greater or lower than the
targeted overall volatility of the Underlying Index.
Although the Underlying Index is designed to have a tar-
geted overall volatility that is lower than that of the Parent
Index, there is no guarantee that it will have the targeted
overall volatility. The Fund will continue to seek to track
the Underlying Index even if the Underlying Index does
not have the targeted overall volatility. There is also the risk
that the Fund may experience volatility greater or lower
than that of the Underlying Index as a result of tracking
error. A portfolio of securities with greater volatility is gen-
erally considered to have a higher risk profile than a portfo-
lio with lower volatility.

It is possible to lose money on an investment in the Fund.
An investment in the Fund is not a deposit of any bank
and is not insured or guaranteed by the Federal Deposit
Insurance Corporation, any other government agency, or
The Northern Trust Company, its affiliates, subsidiaries
or any other bank.

Fund Performance
The bar chart and table that follow show how the Fund has
performed on a calendar year basis and provide an indica-
tion of the risks of investing in the Fund. Past performance
(before and after taxes) does not necessarily indicate how
the Fund will perform in the future. Updated information
on the Fund’s performance results can be obtained by visit-
ing www.flexshares.com.

Calendar Year Total Returns
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For the periods shown in the bar chart above:

Best Quarter (3/31/2013): 13.39%

Worst Quarter (12/31/2018): -11.34%

Average Annual Total Returns

(for the periods ended December 31, 2018)

One
Year

Five
Year

Since
Inception
of Fund

Inception
Date
of Fund

Before Taxes -4.04% 7.95% 11.60% 12/14/2012

After Taxes on
Distributions -5.66% 6.93% 10.62% —

After Taxes on
Distributions and
Sale of Shares -1.39% 6.09% 9.17% —

Russell 1000®

Index* -4.78% 8.21% 12.11% —

Northern Trust
Quality
Dividend Defensive
IndexSM* -3.25% 8.59% 12.20% —

* Reflects no deduction for fees, expenses or taxes.

After-tax returns are calculated using the historical highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may dif-
fer from those shown. After-tax returns shown are not rel-
evant to investors who hold shares through tax-deferred
arrangements, such as 401(k) plans or individual retire-
ment plans. After-tax returns may exceed the return before
taxes due to an assumed tax benefit from realizing a capital
loss on a sale of Fund shares.

Management
Investment Adviser and Portfolio Managers. Northern
Trust Investments, Inc., a subsidiary of Northern Trust
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Corporation, serves as the Investment Adviser of the Fund.
Robert Anstine and Brendan Sullivan, each a Vice President
of Northern Trust Investments, Inc., have served as Portfo-
lio Managers of the Fund since October 2013 and June
2016, respectively.

Purchase and Sale of Fund Shares
The Fund is an exchange-traded fund (commonly referred
to as an “ETF”). Individual Fund shares may only be pur-
chased and sold on a national securities exchange through
a broker-dealer. The price of Fund shares is based on mar-
ket price, and because ETF shares trade at market prices
rather than NAV, shares may trade at a price greater than
NAV (a premium) or less than NAV (a discount). The Fund
will only issue or redeem shares that have been aggregated
into blocks of 50,000 shares or multiples thereof (“Creation
Units”) to Authorized Participants who have entered into
agreements with the Fund’s distributor. The Fund will issue
or redeem Creation Units in return for a basket of assets
that the Fund specifies each day.

Tax Information
The Fund’s distributions are generally taxable to you as
ordinary income, qualified dividends, capital gains, Sec-
tion 199A dividends, or a combination of the four, unless
you are investing through a tax-exempt or tax-deferred
arrangement, such as a 401(k) plan or an individual retire-
ment account. Distributions may be taxable upon with-
drawal from tax-deferred accounts.

Payments to Brokers-Dealers and Other
Financial Intermediaries
If you purchase the Fund through a broker-dealer or other
financial intermediary (such as a bank), NTI and its related
companies may pay the intermediary for activities related
to the marketing and promotion of the Fund. These pay-
ments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson
to recommend the Fund over another investment. Ask your
salesperson or visit your financial intermediary’s website
for more information.
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Investment Objective
The Fund seeks investment results that correspond gener-
ally to the price and yield performance, before fees and
expenses, of the Northern Trust Quality Dividend Dynamic
IndexSM (the “Underlying Index”).

Fees and Expenses of the Fund
This table describes the fees and expenses that you may pay
if you buy and hold shares of the Fund. Under the Fund’s
Investment Advisory Agreement, the Fund is responsible
for the following expenses: interest expenses, brokerage
commissions and other trading expenses, fees and expenses
of the independent trustees and their independent legal
counsel, taxes and other extraordinary costs such as litiga-
tion and other expenses not incurred in the ordinary
course of business. You will also incur usual and customary
brokerage commissions when buying or selling shares of
the Fund in the secondary market, which are not reflected
in the example that follows:

Annual Fund Operating Expenses (expenses that you pay each
year as a percentage of the value of your investment)
Management Fees 0.37%

Distribution (12b-1) Fees 0.00%

Other Expenses(1) 0.00%(2)

Total Annual Fund Operating Expenses(1) 0.37%

Expense Reimbursement(3) 0.00%(2)

Total Annual Fund Operating Expenses After
Expense Reimbursement(1) 0.37%

(1) “Other Expenses”, “Total Annual Fund Operating Expenses”
and “Total Annual Fund Operating Expenses After Expense
Reimbursement” have been restated to reflect current expenses.
“Other expenses” include fees and expenses of the independent
trustees and their independent legal counsel.

(2) Amount is less than 0.005%.
(3) Northern Trust Investments, Inc. (“NTI” or “Investment Adviser”)

has contractually agreed to reimburse certain expenses of the
Trust’s independent trustees until March 1, 2020. The Fund’s
Board of Trustees may terminate the contractual arrangement at
any time if it determines that it is in the best interest of the Fund
and its shareholders. “Expense Reimbursement” has been
restated to reflect current expenses and contractual expense
reimbursement arrangements.

Example
The following Example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and

then redeem all of your shares at the end of those periods.
The Example also assumes that your investment has a 5%
return each year and that the Fund’s operating expenses
remain the same (taking into account the expense reim-
bursement arrangement for one year). Although your
actual costs may be higher or lower, based on these
assumptions your costs would be:

1 Year $ 38
3 Years $ 119
5 Years $208
10 Years $468

Portfolio Turnover. The Fund pays transaction costs, such
as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher
taxes when Fund shares are held in a taxable account. These
costs, which are not reflected in annual fund operating
expenses or in the Example, affect the Fund’s performance.
Portfolio turnover may vary from year to year, as well as
within a year. During the most recent fiscal year, the Fund’s
portfolio turnover rate was 77% of the average value of its
portfolio.

Principal Investment Strategies
The Underlying Index is designed to provide exposure to a
high-quality, income-oriented portfolio of U.S. equity
securities, with an emphasis on long-term capital growth
and a targeted overall volatility that is greater than that of
the Northern Trust 1250 IndexSM (the “Parent Index”).
Companies included in the Underlying Index are a subset
of the Parent Index, and are selected based on expected
dividend payment and fundamental factors such as profit-
ability, management expertise and cash flow, as determined
by NTI (in its capacity as the index provider (the “Index
Provider”)), pursuant to its index methodology. The
Underlying Index is designed to outperform the Parent
Index on a risk-adjusted basis, with respect to a combina-
tion of dividend yield and capital appreciation. The Under-
lying Index begins with the Parent Index, and then follows
a rules-based methodology to calculate optimal weights for
securities in the Underlying Index based upon a targeted
overall beta generally between 1.0 to 1.5 times that of the
Parent Index, dividend yield, quality factors and lower total
risk. Beta represents the market sensitivity, relative to a
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given market index and time period, and is one measure of
volatility. The Parent Index is a float-adjusted market capi-
talization weighted index comprised of the 1250 largest
U.S. domiciled companies by market capitalization. In
addition to tracking the performance of the Underlying
Index, the Investment Adviser seeks to minimize portfolio
turnover and tax inefficiencies. As of December 31, 2018,
there were 132 issues in the Underlying Index. The Under-
lying Index is governed by transparent, objective rules for
security selection, exclusion, rebalancing and adjustments
for corporate actions.

NTI uses a “passive” or indexing approach to try to achieve
the Fund’s investment objective. Unlike many investment
companies, the Fund does not try to “beat” its Underlying
Index and does not seek temporary defensive positions
when markets decline or appear overvalued.

NTI uses a representative sampling strategy to manage the
Fund. “Representative sampling” is investing in a represen-
tative sample of securities that collectively has an invest-
ment profile similar to the Underlying Index. The Fund
may or may not hold all of the securities that are included
in the Underlying Index. The Fund reserves the right to
invest in substantially all of the securities in its Underlying
Index in approximately the same proportions (i.e., replica-
tion) if NTI determines that it is in the best interest of the
Fund.

Under normal circumstances, the Fund will invest at least
80% of its total assets (exclusive of collateral held from
securities lending) in the securities of the Underlying
Index. The Fund may also invest up to 20% of its assets in
cash and cash equivalents, including shares of money mar-
ket funds advised by NTI or its affiliates, futures contracts
and options on futures contracts, as well as securities not
included in the Underlying Index, but which NTI believes
will help the Fund track its Underlying Index.

The Underlying Index is created and sponsored by NTI, as
the Index Provider. NTI also serves as the investment
adviser to the Fund. The Index Provider determines the
composition and relative weightings of the securities in the
Underlying Index and publishes information regarding the
market value of the Underlying Index. The Index is recon-
stituted quarterly.

The Fund may lend securities representing up to one-third
of the value of the Fund’s total assets (including the value
of the collateral received).

Industry Concentration Policy. The Fund will concentrate
its investments (i.e., hold 25% or more of its total assets) in
a particular industry or group of industries to approxi-
mately the same extent that the Underlying Index is con-
centrated.

Principal Risks
As with any investment, you could lose all or part of your
investment in the Fund, and the Fund’s performance could
trail that of other investments. The Fund is subject to the
principal risks noted below, any of which may adversely
affect the Fund’s net asset value (“NAV”), trading price,
yield, total return and ability to meet its investment objec-
tive.

Authorized Participant Concentration Risk is the risk that
the Fund may be adversely affected because it has a limited
number of institutions that act as authorized participants
(“Authorized Participants”). Only an Authorized Partici-
pant may engage in creation or redemption transactions
directly with the Fund. To the extent that these institutions
exit the business or are unable to proceed with creation
and/or redemption orders with respect to the Fund and no
other Authorized Participant is able to step forward to cre-
ate or redeem Creation Units (as defined below), Fund
shares may trade at a discount to NAV and possibly face
trading halts and/or delisting.

Calculation Methodology Risk is the risk that the Under-
lying Index’s calculation methodology or sources of infor-
mation may not provide an accurate assessment of
included issuers or correct valuation of securities, nor is the
availability or timeliness of the production of the Index
guaranteed.

Concentration Risk is the risk that, to the extent the
Fund’s investments are concentrated in the securities of
issuers in a particular region, country, market, industry,
sector or asset class, the Fund may be subject to increased
price volatility and may be more susceptible to adverse eco-
nomic, market, political or regulatory occurrences affecting
that region, country, market, industry, sector or asset class.

Cyber Security and Operational Risk is the risk that the
Fund and its service providers may experience disruptions
that arise from breaches in cyber security, human error,
processing and communications errors, counterparty or
third-party errors, technology or systems failures, any of
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which may have an adverse impact on the Fund. Failures or
breaches of the electronic systems of the Fund, the Fund’s
adviser, distributor, and other service providers, market
makers, Authorized Participants or the issuers of securities
in which the Fund invests have the ability to cause disrup-
tions and negatively impact the Fund’s business operations,
potentially resulting in financial losses to the Fund and its
shareholders.

Derivatives Risk is the risk of investing in derivative
instruments, such as futures contracts and options on
futures contracts. These risks include liquidity, interest
rate, market, credit, counterparty and management risks,
as well as the risk of mispricing or improper valuation.
Changes in the value of a derivative may not correlate per-
fectly with the underlying asset, rate or index, and the Fund
could lose more than the principal amount invested.

Dividend Risk is the risk that an issuer of stock held by the
Fund may choose not to declare a dividend or the dividend
rate might not remain at current levels. Dividend paying
stocks might not experience the same level of earnings
growth or capital appreciation as non-dividend paying
stocks. The Fund’s performance during a broad market
advance could suffer because dividend paying stocks may
not experience the same capital appreciation as non-
dividend paying stocks.

Equity Securities Risk is the risk that the values of the
equity securities owned by the Fund may be more volatile
and underperform other asset classes and the general secu-
rities markets.

Information Technology Sector Risk is the risk that the
Fund will be impacted by events affecting the U.S. informa-
tion technology sector if it invests a relatively large percent-
age of its assets in that sector, adversely affecting the Fund’s
price. Securities of information technology companies may
be subject to greater price volatility than securities of com-
panies in other sectors. These securities may fall in and out
of favor with investors rapidly, which may cause sudden
selling and dramatically lower market prices. These securi-
ties also may be affected adversely by changes in technol-
ogy, consumer and business purchasing patterns, govern-
ment regulation and/or obsolete products or services. In
addition, a rising interest rate environment tends to nega-
tively affect technology companies.

Large Cap Risk is that returns on investments in stocks of
large U.S. companies could trail the returns on investments
in stocks of smaller and mid-sized companies.

Market Risk is the risk that general market conditions,
such as real or perceived adverse economic or political con-
ditions, inflation, changes in interest rates, lack of liquidity
in the bond markets, volatility in the equities market or
adverse investor sentiment could cause the value of your
investment in the Fund to decline. It includes the risk that a
particular style of investing, such as growth or value, may
underperform the market generally. The market value of
the securities in which the Fund invests may go up or down
in response to the prospects of individual companies, par-
ticular sectors or governments and/or general economic
conditions throughout the world due to increasingly inter-
connected global economies and financial markets.

Market Trading Risk is the risk that the Fund faces because
its shares are listed on a securities exchange, including the
potential lack of an active market for Fund shares, losses
from trading in secondary markets, periods of high volatil-
ity and disruption in the creation/redemption process of
the Fund. ANY OF THESE FACTORS MAY LEAD TO THE
FUND’S SHARES TRADING AT A PREMIUM OR DIS-
COUNT TO NAV.

Trading in Fund shares may be halted due to market condi-
tions or for reasons that, in the view of its listing exchange,
make trading in the shares inadvisable. The market prices
of Fund shares will generally fluctuate in accordance with
changes in its NAV, changes in the relative supply of, and
demand for, Fund shares, and changes in the liquidity, or
the perceived liquidity, of the Fund’s holdings.

Passive Investment Risk is the risk that the Fund is not
actively managed and NTI does not attempt to take defen-
sive positions in any market conditions, including declin-
ing markets.

Securities Lending Risk is the risk that the Fund may lose
money because the borrower of the loaned securities fails
to return the securities in a timely manner or at all. The
Fund could also lose money in the event of a decline in the
value of collateral provided for loaned securities or a
decline in the value of any investments made with cash
collateral.

Tracking Error Risk is the risk that the Fund’s perfor-
mance may vary substantially from the performance of the
Underlying Index. The Fund employs a representative sam-
pling strategy, and may incur tracking error to a greater
extent than a fund that seeks to replicate an index. The rep-
resentative sampling strategy used by NTI may fail to pro-
duce the intended results.
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U.S. Issuer Risk is the risk that certain changes in the U.S.
economy, such as when the U.S. economy weakens or when
its financial markets decline, may have an adverse effect on
the securities to which the Fund has exposure.

Valuation Risk is the risk that the sale price the Fund could
receive for a portfolio security may differ from the Fund’s
valuation of the security, particularly for securities that
trade in low volume or volatile markets or that are valued
using a fair value methodology. In addition, the value of
the securities in the Fund’s portfolio may change on days
when shareholders will not be able to purchase or sell the
Fund’s shares. The Fund relies on various sources to calcu-
late its NAV. The information may be provided by third
parties that are believed to be reliable, but the information
may not be accurate due to errors by such pricing sources,
technological issues or otherwise.

Volatility Risk is the risk that the actual level of volatility
experienced by the Fund may be greater or lower than the
targeted overall volatility of the Underlying Index.
Although the Underlying Index is designed to have a tar-
geted overall volatility that is greater than that of the Parent
Index, there is no guarantee that it will have the targeted
overall volatility. The Fund will continue to seek to track
the Underlying Index even if the Underlying Index does
not have the targeted overall volatility. There is also the risk
that the Fund may experience volatility greater or lower
than that of the Underlying Index as a result of tracking
error. A portfolio of securities with greater volatility is gen-
erally considered to have a higher risk profile than a portfo-
lio with lower volatility.

It is possible to lose money on an investment in the Fund.
An investment in the Fund is not a deposit of any bank
and is not insured or guaranteed by the Federal Deposit
Insurance Corporation, any other government agency, or
The Northern Trust Company, its affiliates, subsidiaries
or any other bank.

Fund Performance
The bar chart and table that follow show how the Fund has
performed on a calendar year basis and provide an indica-
tion of the risks of investing in the Fund. Past performance
(before and after taxes) does not necessarily indicate how
the Fund will perform in the future. Updated information
on the Fund’s performance results can be obtained by visit-
ing www.flexshares.com.
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For the periods shown in the bar chart above:

Best Quarter (3/31/2013): 13.00%

Worst Quarter (12/31/2018): -13.99%

Average Annual Total Returns

(for the periods ended December 31, 2018)

One
Year

Five
Year

Since
Inception
of Fund

Inception
Date
of Fund

Before Taxes -9.79% 6.00% 10.59% 12/14/2012

After Taxes on
Distributions -10.39% 5.18% 9.74% —

After Taxes on
Distributions
and Sale of
Shares -5.40% 4.55% 8.32% —

Russell 1000®

Index* -4.78% 8.21% 12.11% —

Northern Trust
Quality
Dividend Dynamic
IndexSM* -9.49% 6.39% 11.00% —

* Reflects no deduction for fees, expenses or taxes.

After-tax returns are calculated using the historical highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may dif-
fer from those shown. After-tax returns shown are not rel-
evant to investors who hold shares through tax-deferred
arrangements, such as 401(k) plans or individual retire-
ment plans. After-tax returns may exceed the return before
taxes due to an assumed tax benefit from realizing a capital
loss on a sale of Fund shares.

Management
Investment Adviser and Portfolio Managers. Northern
Trust Investments, Inc., a subsidiary of Northern Trust
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Corporation, serves as the Investment Adviser of the Fund.
Robert Anstine and Brendan Sullivan, each a Vice President
of Northern Trust Investments, Inc., have served as Portfo-
lio Managers of the Fund since October 2013 and June
2016, respectively.

Purchase and Sale of Fund Shares
The Fund is an exchange-traded fund (commonly referred
to as an “ETF”). Individual Fund shares may only be pur-
chased and sold on a national securities exchange through
a broker-dealer. The price of Fund shares is based on mar-
ket price, and because ETF shares trade at market prices
rather than NAV, shares may trade at a price greater than
NAV (a premium) or less than NAV (a discount). The Fund
will only issue or redeem shares that have been aggregated
into blocks of 50,000 shares or multiples thereof (“Creation
Units”) to Authorized Participants who have entered into
agreements with the Fund’s distributor. The Fund will issue
or redeem Creation Units in return for a basket of assets
that the Fund specifies each day.

Tax Information
The Fund’s distributions are generally taxable to you as
ordinary income, qualified dividends, capital gains, Sec-
tion 199A dividends, or a combination of the four, unless
you are investing through a tax-exempt or tax-deferred
arrangement, such as a 401(k) plan or an individual retire-
ment account. Distributions may be taxable upon with-
drawal from tax-deferred accounts.

Payments to Brokers-Dealers and Other
Financial Intermediaries
If you purchase the Fund through a broker-dealer or other
financial intermediary (such as a bank), NTI and its related
companies may pay the intermediary for activities related
to the marketing and promotion of the Fund. These pay-
ments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson
to recommend the Fund over another investment. Ask your
salesperson or visit your financial intermediary’s website
for more information.
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Investment Objective
The Fund seeks investment results that correspond gener-
ally to the price and yield performance, before fees and
expenses, of the Northern Trust International Quality Divi-
dend IndexSM (the “Underlying Index”).

Fees and Expenses of the Fund
This table describes the fees and expenses that you may pay
if you buy and hold shares of the Fund. Under the Fund’s
Investment Advisory Agreement, the Fund is responsible
for the following expenses: interest expenses, brokerage
commissions and other trading expenses, fees and expenses
of the independent trustees and their independent legal
counsel, taxes and other extraordinary costs such as litiga-
tion and other expenses not incurred in the ordinary
course of business. You will also incur usual and customary
brokerage commissions when buying or selling shares of
the Fund in the secondary market, which are not reflected
in the example that follows:

Annual Fund Operating Expenses (expenses that you pay each
year as a percentage of the value of your investment)
Management Fees 0.47%

Distribution (12b-1) Fees 0.00%

Other Expenses(1) 0.00%(2)

Total Annual Fund Operating Expenses 0.47%

Expense Reimbursement(3) 0.00%(2)

Total Annual Fund Operating Expenses After
Expense Reimbursement 0.47%

(1) “Other expenses” include fees and expenses of the independent
trustees and their independent legal counsel.

(2) Amount is less than 0.005%.
(3) Northern Trust Investments, Inc. (“NTI” or “Investment Adviser”)

has contractually agreed to reimburse certain expenses of the
Trust’s independent trustees until March 1, 2020. The Fund’s
Board of Trustees may terminate the contractual arrangement at
any time if it determines that it is in the best interest of the Fund
and its shareholders. “Expense Reimbursement” has been
restated to reflect current contractual expense reimbursement
arrangements.

Example
The following Example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and
then redeem all of your shares at the end of those periods.

The Example also assumes that your investment has a 5%
return each year and that the Fund’s operating expenses
remain the same. Although your actual costs may be higher
or lower, based on these assumptions your costs would be:

1 Year $ 48
3 Years $ 151
5 Years $263
10 Years $591

Portfolio Turnover. The Fund pays transaction costs, such
as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher
taxes when Fund shares are held in a taxable account. These
costs, which are not reflected in annual fund operating
expenses or in the Example, affect the Fund’s performance.
Portfolio turnover may vary from year to year, as well as
within a year. During the most recent fiscal year, the Fund’s
portfolio turnover rate was 71% of the average value of its
portfolio.

Principal Investment Strategies
The Underlying Index is designed to provide exposure to a
high-quality, income-oriented portfolio of international
equity securities issued by non-U.S.-based companies, with
an emphasis on long-term capital growth and a targeted
overall volatility similar to that of the Northern Trust Inter-
national Large Cap IndexSM (the “Parent Index”). Compa-
nies included in the Underlying Index are a subset of the
Parent Index, and are selected based on expected dividend
payment and fundamental factors such as profitability,
management expertise and cash flow, as determined by
NTI (in its capacity as the index provider (the “Index Pro-
vider”)), pursuant to its index methodology. The Underly-
ing Index is designed to outperform the Parent Index on a
risk-adjusted basis, with respect to a combination of divi-
dend yield and capital appreciation. The Underlying Index
begins with the Parent Index, and then follows a rules-
based methodology to calculate optimal weights for securi-
ties in the Underlying Index based upon a targeted overall
beta similar to that of the Parent Index, dividend yield,
quality factors and lower total risk. Beta represents the
market sensitivity, relative to a given market index and time
period, and is one measure of volatility. The Parent Index is
a float-adjusted market capitalization weighted index com-
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prised of eligible large capitalization securities of developed
or emerging market countries as determined by the Index
Provider, pursuant to its index methodology. In addition to
tracking the performance of the Underlying Index, the
Investment Adviser seeks to minimize portfolio turnover
and tax inefficiencies. As of December 31, 2018, there were
179 issues in the Underlying Index. As of December 31,
2018, the top five countries (by weighting) represented in
the Underlying Index were Great Britain (14.5%), Japan
(13.9%), Australia (6.5%), China (6.2%), and Taiwan
(5.6%). The Underlying Index is governed by transparent,
objective rules for security selection, exclusion, rebalancing
and adjustments for corporate actions.

NTI uses a “passive” or indexing approach to try to achieve
the Fund’s investment objective. Unlike many investment
companies, the Fund does not try to “beat” its Underlying
Index and does not seek temporary defensive positions
when markets decline or appear overvalued.

NTI uses a representative sampling strategy to manage the
Fund. “Representative sampling” is investing in a represen-
tative sample of securities that collectively has an invest-
ment profile similar to the Underlying Index. The Fund
may or may not hold all of the securities that are included
in the Underlying Index. The Fund reserves the right to
invest in substantially all of the securities in its Underlying
Index in approximately the same proportions (i.e., replica-
tion) if NTI determines that it is in the best interest of the
Fund.

Under normal circumstances, the Fund will invest at least
80% of its total assets (exclusive of collateral held from
securities lending) in the securities of the Underlying Index
and in American Depositary Receipts (“ADRs”) and Global
Depositary Receipts (“GDRs”) (collectively “Depositary
Receipts”) based on the securities in the Underlying Index.
The Fund may also invest up to 20% of its assets in cash
and cash equivalents, including shares of money market
funds advised by NTI or its affiliates, futures contracts,
options on futures contracts and foreign currency con-
tracts, as well as securities not included in the Underlying
Index, but which NTI believes will help the Fund track its
Underlying Index.

The Underlying Index is created and sponsored by NTI, as
the Index Provider. NTI also serves as the investment
adviser to the Fund. The Index Provider determines the

composition and relative weightings of the securities in the
Underlying Index and publishes information regarding the
market value of the Underlying Index. The Index is recon-
stituted quarterly.

The Fund may lend securities representing up to one-third
of the value of the Fund’s total assets (including the value
of the collateral received).

Industry Concentration Policy. The Fund will concentrate
its investments (i.e., hold 25% or more of its total assets) in
a particular industry or group of industries to approxi-
mately the same extent that the Underlying Index is con-
centrated.

Principal Risks
As with any investment, you could lose all or part of your
investment in the Fund, and the Fund’s performance could
trail that of other investments. The Fund is subject to the
principal risks noted below, any of which may adversely
affect the Fund’s net asset value (“NAV”), trading price,
yield, total return and ability to meet its investment objec-
tive.

Authorized Participant Concentration Risk is the risk that
the Fund may be adversely affected because it has a limited
number of institutions that act as authorized participants
(“Authorized Participants”). Only an Authorized Partici-
pant may engage in creation or redemption transactions
directly with the Fund. To the extent that these institutions
exit the business or are unable to proceed with creation
and/or redemption orders with respect to the Fund and no
other Authorized Participant is able to step forward to cre-
ate or redeem Creation Units (as defined below), Fund
shares may trade at a discount to NAV and possibly face
trading halts and/or delisting. This risk may be heightened
because of its investments in non-U.S. securities.

Calculation Methodology Risk is the risk that the Under-
lying Index’s calculation methodology or sources of infor-
mation may not provide an accurate assessment of
included issuers or correct valuation of securities, nor is the
availability or timeliness of the production of the Index
guaranteed.

Concentration Risk is the risk that, to the extent the
Fund’s investments are concentrated in the securities of
issuers in a particular region, country, market, industry,
sector or asset class, the Fund may be subject to increased
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price volatility and may be more susceptible to adverse eco-
nomic, market, political or regulatory occurrences affecting
that region, country, market, industry, sector or asset class.

Currency Risk is the risk that foreign currencies, securities
that trade in or receive revenues in foreign currencies, or
derivatives that provide exposure to foreign currencies will
fluctuate in value relative to the U.S. dollar, adversely
affecting the value of the Fund’s investments and its
returns. Because the Fund’s net asset value is determined
on the basis of U.S. dollars, you may lose money if the local
currency of a foreign market depreciates against the U.S.
dollar, even if the market value of the Fund’s holdings
appreciates. In addition, fluctuations in the exchange val-
ues of currencies could affect the economy or particular
business operations of companies in a geographic region in
which the Fund invests, causing an adverse impact on the
Fund’s investments in the affected region.

Cyber Security and Operational Risk is the risk that the
Fund and its service providers may experience disruptions
that arise from breaches in cyber security, human error,
processing and communications errors, counterparty or
third-party errors, technology or systems failures, any of
which may have an adverse impact on the Fund. Failures or
breaches of the electronic systems of the Fund, the Fund’s
adviser, distributor, and other service providers, market
makers, Authorized Participants or the issuers of securities
in which the Fund invests have the ability to cause disrup-
tions and negatively impact the Fund’s business operations,
potentially resulting in financial losses to the Fund and its
shareholders.

Derivatives Risk is the risk of investing in derivative
instruments, such as futures contracts, options on futures
contracts and foreign currency contracts. These risks
include liquidity, interest rate, market, credit, counterparty
and management risks, as well as the risk of mispricing or
improper valuation. Changes in the value of a derivative
may not correlate perfectly with the underlying asset, rate
or index, and the Fund could lose more than the principal
amount invested.

Dividend Risk is the risk that an issuer of stock held by the
Fund may choose not to declare a dividend or the dividend
rate might not remain at current levels. Dividend paying
stocks might not experience the same level of earnings
growth or capital appreciation as non-dividend paying

stocks. The Fund’s performance during a broad market
advance could suffer because dividend paying stocks may
not experience the same capital appreciation as non-
dividend paying stocks.

Emerging Markets Risk is the risk that markets of emerg-
ing market countries are less developed and less liquid,
subject to greater price volatility and generally subject to
increased economic, political, regulatory and other uncer-
tainties than more developed markets.

Equity Securities Risk is the risk that the values of the
equity securities owned by the Fund may be more volatile
and underperform other asset classes and the general secu-
rities markets.

Financial Sector Risk is the risk that the Fund will be
impacted by events affecting the financial sector if it invests
a relatively large percentage of its assets in that sector,
adversely affecting the Fund’s performance. The financial
sector can be significantly affected by changes in interest
rates, government regulation, the rate of corporate and
consumer debt defaulted, price competitions and the avail-
ability and cost of capital funds.

Foreign Securities Risk is the risk that investing in foreign
(non-U.S.) securities may result in the Fund experiencing
more rapid and extreme changes in value than a fund that
invests exclusively in U.S. securities, due to less liquid mar-
kets, and adverse economic, political, diplomatic, financial,
and regulatory factors. Foreign governments also may
impose limits on investment and repatriation and impose
taxes. Any of these events could cause the value of the
Fund’s investments to decline. To the extent that the Fund’s
assets are significantly invested in a single country or geo-
graphic region, the Fund will be subject to the risks associ-
ated with that particular country or region. For example, in
a June 2016 referendum, citizens of the United Kingdom
voted to leave the EU (known as “Brexit”), which may have
a negative impact on the economy and currency of the
United Kingdom, including increased volatility and illi-
quidity and potentially lower economic growth.

Large Cap Risk is that returns on investments in stocks of
large U.S. companies could trail the returns on investments
in stocks of smaller and mid-sized companies.

Market Risk is the risk that general market conditions,
such as real or perceived adverse economic or political con-
ditions, inflation, changes in interest rates, lack of liquidity
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in the bond markets, volatility in the equities market or
adverse investor sentiment could cause the value of your
investment in the Fund to decline. It includes the risk that a
particular style of investing, such as growth or value, may
underperform the market generally. The market value of
the securities in which the Fund invests may go up or down
in response to the prospects of individual companies, par-
ticular sectors or governments and/or general economic
conditions throughout the world due to increasingly inter-
connected global economies and financial markets.

Market Trading Risk is the risk that the Fund faces because
its shares are listed on a securities exchange, including the
potential lack of an active market for Fund shares, losses
from trading in secondary markets, periods of high volatil-
ity and disruption in the creation/redemption process of
the Fund. ANY OF THESE FACTORS MAY LEAD TO THE
FUND’S SHARES TRADING AT A PREMIUM OR DIS-
COUNT TO NAV.

Trading in Fund shares may be halted due to market condi-
tions or for reasons that, in the view of its listing exchange,
make trading in the shares inadvisable. The market prices
of Fund shares will generally fluctuate in accordance with
changes in its NAV, changes in the relative supply of, and
demand for, Fund shares, and changes in the liquidity, or
the perceived liquidity, of the Fund’s holdings.

Passive Investment Risk is the risk that the Fund is not
actively managed and NTI does not attempt to take defen-
sive positions in any market conditions, including declin-
ing markets.

Securities Lending Risk is the risk that the Fund may lose
money because the borrower of the loaned securities fails
to return the securities in a timely manner or at all. The
Fund could also lose money in the event of a decline in the
value of collateral provided for loaned securities or a
decline in the value of any investments made with cash
collateral.

Tracking Error Risk is the risk that the Fund’s perfor-
mance may vary substantially from the performance of the
Underlying Index. The Fund employs a representative sam-
pling strategy, and may incur tracking error to a greater
extent than a fund that seeks to replicate an index. The rep-
resentative sampling strategy used by NTI may fail to pro-
duce the intended results.

Valuation Risk is the risk that the sale price the Fund could
receive for a portfolio security may differ from the Fund’s
valuation of the security, particularly for securities that

trade in low volume or volatile markets or that are valued
using a fair value methodology. In addition, the value of
the securities in the Fund’s portfolio may change on days
when shareholders will not be able to purchase or sell the
Fund’s shares. The Fund relies on various sources to calcu-
late its NAV. The information may be provided by third
parties that are believed to be reliable, but the information
may not be accurate due to errors by such pricing sources,
technological issues or otherwise.

Volatility Risk is the risk that the actual level of volatility
experienced by the Fund may be greater or lower than the
targeted overall volatility of the Underlying Index.
Although the Underlying Index is designed to have a tar-
geted overall volatility that is similar to that of the Parent
Index, there is no guarantee that it will have the targeted
overall volatility. The Fund will continue to seek to track
the Underlying Index even if the Underlying Index does
not have the targeted overall volatility. There is also the risk
that the Fund may experience volatility greater or lower
than that of the Underlying Index as a result of tracking
error. A portfolio of securities with greater volatility is gen-
erally considered to have a higher risk profile than a portfo-
lio with lower volatility.

It is possible to lose money on an investment in the Fund.
An investment in the Fund is not a deposit of any bank
and is not insured or guaranteed by the Federal Deposit
Insurance Corporation, any other government agency, or
The Northern Trust Company, its affiliates, subsidiaries
or any other bank.

Fund Performance
The bar chart and table that follow show how the Fund has
performed on a calendar year basis and provide an indica-
tion of the risks of investing in the Fund. Past performance
(before and after taxes) does not necessarily indicate how
the Fund will perform in the future. Updated information
on the Fund’s performance results can be obtained by visit-
ing www.flexshares.com.
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Calendar Year Total Returns
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For the period shown in the bar chart above:

Best Quarter (3/31/2017): 7.92%

Worst Quarter (9/30/2015): -12.89%

Average Annual Total Returns

(for the periods ended December 31, 2018)

One
Year

Five
Year

Since
Inception
of Fund

Inception
Date
of Fund

Before Taxes -17.03% -0.75% 0.95% 4/12/2013

After Taxes on
Distributions -18.09% -1.67% 0.07% —

After Taxes on
Distributions
and Sale of
Shares -9.31% -0.47% 0.82% —

MSCI ACWI ex
USA Index* -14.20% 0.68% 2.34% —

Northern Trust
International
Quality
Dividend
IndexSM* -17.08% -0.35% 1.34% —

* Reflects no deduction for fees, expenses or taxes.

After-tax returns are calculated using the historical highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may dif-
fer from those shown. After-tax returns shown are not rel-
evant to investors who hold shares through tax-deferred
arrangements, such as 401(k) plans or individual retire-
ment plans. After-tax returns may exceed the return before
taxes due to an assumed tax benefit from realizing a capital
loss on a sale of Fund shares.

Management
Investment Adviser and Portfolio Managers. Northern
Trust Investments, Inc., a subsidiary of Northern Trust
Corporation, serves as the Investment Adviser of the Fund.
Robert Anstine and Brendan Sullivan, each a Vice President
of Northern Trust Investments, Inc., have served as Portfo-
lio Managers of the Fund since October 2013 and June
2016, respectively.

Purchase and Sale of Fund Shares
The Fund is an exchange-traded fund (commonly referred
to as an “ETF”). Individual Fund shares may only be pur-
chased and sold on a national securities exchange through
a broker-dealer. The price of Fund shares is based on mar-
ket price, and because ETF shares trade at market prices
rather than NAV, shares may trade at a price greater than
NAV (a premium) or less than NAV (a discount). The Fund
will only issue or redeem shares that have been aggregated
into blocks of 100,000 shares or multiples thereof (“Cre-
ation Units”) to Authorized Participants who have entered
into agreements with the Fund’s distributor. The Fund will
issue or redeem Creation Units in return for a basket of
assets that the Fund specifies each day.

Tax Information
The Fund’s distributions are generally taxable to you as
ordinary income, qualified dividends, capital gains, or a
combination of the three, unless you are investing through
a tax-exempt or tax-deferred arrangement, such as a
401(k) plan or an individual retirement account. Distribu-
tions may be taxable upon withdrawal from tax-deferred
accounts.

Payments to Brokers-Dealers and Other
Financial Intermediaries
If you purchase the Fund through a broker-dealer or other
financial intermediary (such as a bank), NTI and its related
companies may pay the intermediary for activities related
to the marketing and promotion of the Fund. These pay-
ments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson
to recommend the Fund over another investment. Ask your
salesperson or visit your financial intermediary’s website
for more information.
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Investment Objective
The Fund seeks investment results that correspond gener-
ally to the price and yield performance, before fees and
expenses, of the Northern Trust International Quality Divi-
dend Defensive IndexSM (the “Underlying Index”).

Fees and Expenses of the Fund
This table describes the fees and expenses that you may pay
if you buy and hold shares of the Fund. Under the Fund’s
Investment Advisory Agreement, the Fund is responsible
for the following expenses: interest expenses, brokerage
commissions and other trading expenses, fees and expenses
of the independent trustees and their independent legal
counsel, taxes and other extraordinary costs such as litiga-
tion and other expenses not incurred in the ordinary
course of business. You will also incur usual and customary
brokerage commissions when buying or selling shares of
the Fund in the secondary market, which are not reflected
in the example that follows:

Annual Fund Operating Expenses (expenses that you pay each
year as a percentage of the value of your investment)
Management Fees 0.47%

Distribution (12b-1) Fees 0.00%

Other Expenses(1) 0.00%(2)

Total Annual Fund Operating Expenses(1) 0.47%

Expense Reimbursement(3) 0.00%(2)

Total Annual Fund Operating Expenses After
Expense Reimbursement(1) 0.47%

(1) “Other Expenses”, “Total Annual Fund Operating Expenses”
and “Total Annual Fund Operating Expenses After Expense
Reimbursement” have been restated to reflect current expenses.
“Other expenses” include fees and expenses of the independent
trustees and their independent legal counsel.

(2) Amount is less than 0.005%.
(3) Northern Trust Investments, Inc. (“NTI” or “Investment Adviser”)

has contractually agreed to reimburse certain expenses of the
Trust’s independent trustees until March 1, 2020. The Fund’s
Board of Trustees may terminate the contractual arrangement at
any time if it determines that it is in the best interest of the Fund
and its shareholders. “Expense Reimbursement” has been
restated to reflect current expenses and contractual expense
reimbursement arrangements.

Example
The following Example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and

then redeem all of your shares at the end of those periods.
The Example also assumes that your investment has a 5%
return each year and that the Fund’s operating expenses
remain the same (taking into account the expense reim-
bursement arrangement for one year). Although your
actual costs may be higher or lower, based on these
assumptions your costs would be:

1 Year $ 48
3 Years $ 151
5 Years $263
10 Years $591

Portfolio Turnover. The Fund pays transaction costs, such
as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher
taxes when Fund shares are held in a taxable account. These
costs, which are not reflected in annual fund operating
expenses or in the Example, affect the Fund’s performance.
Portfolio turnover may vary from year to year, as well as
within a year. During the most recent fiscal year, the Fund’s
portfolio turnover rate was 69% of the average value of its
portfolio.

Principal Investment Strategies
The Underlying Index is designed to provide exposure to a
high-quality, income-oriented portfolio of international
equity securities issued by non-U.S.-based companies, with
an emphasis on long-term capital growth and a targeted
overall volatility that is lower than that of the Northern
Trust International Large Cap IndexSM (the “Parent
Index”). Companies included in the Underlying Index are a
subset of the Parent Index, and are selected based on
expected dividend payment and fundamental factors such
as profitability, management expertise and cash flow, as
determined by NTI (in its capacity as the index provider
(the “Index Provider”)), pursuant to its index methodol-
ogy. The Underlying Index is designed to outperform the
Parent Index on a risk-adjusted basis, with respect to a
combination of dividend yield and capital appreciation.
The Underlying Index begins with the Parent Index, and
then follows a rules-based methodology to calculate opti-
mal weights for securities in the Underlying Index based
upon a targeted overall beta generally between 0.5 to 1.0
times that of the Parent Index, dividend yield, quality fac-
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tors and lower total risk. Beta represents the market sensi-
tivity, relative to a given market index and time period, and
is one measure of volatility. The Parent Index is a float-
adjusted market capitalization weighted index comprised
of eligible large capitalization securities of developed or
emerging market countries as determined by the Index
Provider, pursuant to its index methodology. In addition to
tracking the performance of the Underlying Index, the
Investment Adviser seeks to minimize portfolio turnover
and tax inefficiencies. As of December 31, 2018, there were
187 issues in the Underlying Index. As of December 31,
2018, the top five countries (by weighting) represented in
the Underlying Index were Great Britain (14.3%), Japan
(14.1%), Australia (7.6%), Taiwan (5.9%), and Switzerland
(4.6%). The Underlying Index is governed by transparent,
objective rules for security selection, exclusion, rebalancing
and adjustments for corporate actions.

NTI uses a “passive” or indexing approach to try to achieve
the Fund’s investment objective. Unlike many investment
companies, the Fund does not try to “beat” its Underlying
Index and does not seek temporary defensive positions
when markets decline or appear overvalued.

NTI uses a representative sampling strategy to manage the
Fund. “Representative sampling” is investing in a represen-
tative sample of securities that collectively has an invest-
ment profile similar to the Underlying Index. The Fund
may or may not hold all of the securities that are included
in the Underlying Index. The Fund reserves the right to
invest in substantially all of the securities in its Underlying
Index in approximately the same proportions (i.e., replica-
tion) if NTI determines that it is in the best interest of the
Fund.

Under normal circumstances, the Fund will invest at least
80% of its total assets (exclusive of collateral held from
securities lending) in the securities of the Underlying Index
and in American Depositary Receipts (“ADRs”) and Global
Depositary Receipts (“GDRs”) (collectively “Depositary
Receipts”) based on the securities in the Underlying Index.
The Fund may also invest up to 20% of its assets in cash
and cash equivalents, including shares of money market
funds advised by NTI or its affiliates, futures contracts,
options on futures contracts and foreign currency con-
tracts, as well as securities not included in the Underlying
Index, but which NTI believes will help the Fund track its
Underlying Index.

The Underlying Index is created and sponsored by NTI, as
the Index Provider. NTI also serves as the investment
adviser to the Fund. The Index Provider determines the
composition and relative weightings of the securities in the
Underlying Index and publishes information regarding the
market value of the Underlying Index. The Index is recon-
stituted quarterly.

The Fund may lend securities representing up to one-third
of the value of the Fund’s total assets (including the value
of the collateral received).

Industry Concentration Policy. The Fund will concentrate
its investments (i.e., hold 25% or more of its total assets) in
a particular industry or group of industries to approxi-
mately the same extent that the Underlying Index is con-
centrated.

Principal Risks
As with any investment, you could lose all or part of your
investment in the Fund, and the Fund’s performance could
trail that of other investments. The Fund is subject to the
principal risks noted below, any of which may adversely
affect the Fund’s net asset value (“NAV”), trading price,
yield, total return and ability to meet its investment objec-
tive.

Authorized Participant Concentration Risk is the risk that
the Fund may be adversely affected because it has a limited
number of institutions that act as authorized participants
(“Authorized Participants”). Only an Authorized Partici-
pant may engage in creation or redemption transactions
directly with the Fund. To the extent that these institutions
exit the business or are unable to proceed with creation
and/or redemption orders with respect to the Fund and no
other Authorized Participant is able to step forward to cre-
ate or redeem Creation Units (as defined below), Fund
shares may trade at a discount to NAV and possibly face
trading halts and/or delisting. This risk may be heightened
because of its investments in non-U.S. securities.

Calculation Methodology Risk is the risk that the Under-
lying Index’s calculation methodology or sources of infor-
mation may not provide an accurate assessment of
included issuers or correct valuation of securities, nor is the
availability or timeliness of the production of the Index
guaranteed.

Concentration Risk is the risk that, to the extent the
Fund’s investments are concentrated in the securities of
issuers in a particular market, industry, sector or asset class,
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the Fund may be subject to increased price volatility and
may be more susceptible to adverse economic, market,
political or regulatory occurrences affecting that market,
industry, sector or asset class.

Currency Risk is the risk that foreign currencies, securities
that trade in or receive revenues in foreign currencies, or
derivatives that provide exposure to foreign currencies will
fluctuate in value relative to the U.S. dollar, adversely
affecting the value of the Fund’s investments and its
returns. Because the Fund’s net asset value is determined
on the basis of U.S. dollars, you may lose money if the local
currency of a foreign market depreciates against the U.S.
dollar, even if the market value of the Fund’s holdings
appreciates. In addition, fluctuations in the exchange val-
ues of currencies could affect the economy or particular
business operations of companies in a geographic region in
which the Fund invests, causing an adverse impact on the
Fund’s investments in the affected region.

Cyber Security and Operational Risk is the risk that the
Fund and its service providers may experience disruptions
that arise from breaches in cyber security, human error,
processing and communications errors, counterparty or
third-party errors, technology or systems failures, any of
which may have an adverse impact on the Fund. Failures or
breaches of the electronic systems of the Fund, the Fund’s
adviser, distributor, and other service providers, market
makers, Authorized Participants or the issuers of securities
in which the Fund invests have the ability to cause disrup-
tions and negatively impact the Fund’s business operations,
potentially resulting in financial losses to the Fund and its
shareholders.

Derivatives Risk is the risk of investing in derivative
instruments, such as futures contracts, options on futures
contracts and foreign currency contracts. These risks
include liquidity, interest rate, market, credit, counterparty
and management risks, as well as the risk of mispricing or
improper valuation. Changes in the value of a derivative
may not correlate perfectly with the underlying asset, rate
or index, and the Fund could lose more than the principal
amount invested.

Dividend Risk is the risk that an issuer of stock held by the
Fund may choose not to declare a dividend or the dividend
rate might not remain at current levels. Dividend paying
stocks might not experience the same level of earnings

growth or capital appreciation as non-dividend paying
stocks. The Fund’s performance during a broad market
advance could suffer because dividend paying stocks may
not experience the same capital appreciation as non-
dividend paying stocks.

Emerging Markets Risk is the risk that markets of emerg-
ing market countries are less developed and less liquid,
subject to greater price volatility and generally subject to
increased economic, political, regulatory and other uncer-
tainties than more developed markets.

Equity Securities Risk is the risk that the values of the
equity securities owned by the Fund may be more volatile
and underperform other asset classes and the general secu-
rities markets.

Financial Sector Risk is the risk that the Fund will be
impacted by events affecting the financial sector if it invests
a relatively large percentage of its assets in that sector,
adversely affecting the Fund’s performance. The financial
sector can be significantly affected by changes in interest
rates, government regulation, the rate of corporate and
consumer debt defaulted, price competitions and the avail-
ability and cost of capital funds.

Foreign Securities Risk is the risk that investing in foreign
(non-U.S.) securities may result in the Fund experiencing
more rapid and extreme changes in value than a fund that
invests exclusively in U.S. securities, due to less liquid mar-
kets, and adverse economic, political, diplomatic, financial,
and regulatory factors. Foreign governments also may
impose limits on investment and repatriation and impose
taxes. Any of these events could cause the value of the
Fund’s investments to decline. To the extent that the Fund’s
assets are significantly invested in a single country or geo-
graphic region, the Fund will be subject to the risks associ-
ated with that particular country or region. For example, in
a June 2016 referendum, citizens of the United Kingdom
voted to leave the EU (known as “Brexit”), which may have
a negative impact on the economy and currency of the
United Kingdom, including increased volatility and illi-
quidity and potentially lower economic growth.

Large Cap Risk is that returns on investments in stocks of
large U.S. companies could trail the returns on investments
in stocks of smaller and mid-sized companies.

Market Risk is the risk that general market conditions,
such as real or perceived adverse economic or political con-
ditions, inflation, changes in interest rates, lack of liquidity
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in the bond markets, volatility in the equities market or
adverse investor sentiment could cause the value of your
investment in the Fund to decline. It includes the risk that a
particular style of investing, such as growth or value, may
underperform the market generally. The market value of
the securities in which the Fund invests may go up or down
in response to the prospects of individual companies, par-
ticular sectors or governments and/or general economic
conditions throughout the world due to increasingly inter-
connected global economies and financial markets.

Market Trading Risk is the risk that the Fund faces because
its shares are listed on a securities exchange, including the
potential lack of an active market for Fund shares, losses
from trading in secondary markets, periods of high volatil-
ity and disruption in the creation/redemption process of
the Fund. ANY OF THESE FACTORS MAY LEAD TO THE
FUND’S SHARES TRADING AT A PREMIUM OR DIS-
COUNT TO NAV.

Trading in Fund shares may be halted due to market condi-
tions or for reasons that, in the view of its listing exchange,
make trading in the shares inadvisable. The market prices
of Fund shares will generally fluctuate in accordance with
changes in its NAV, changes in the relative supply of, and
demand for, Fund shares, and changes in the liquidity, or
the perceived liquidity, of the Fund’s holdings.

Passive Investment Risk is the risk that the Fund is not
actively managed and NTI does not attempt to take defen-
sive positions in any market conditions, including declin-
ing markets.

Securities Lending Risk is the risk that the Fund may lose
money because the borrower of the loaned securities fails
to return the securities in a timely manner or at all. The
Fund could also lose money in the event of a decline in the
value of collateral provided for loaned securities or a
decline in the value of any investments made with cash
collateral.

Tracking Error Risk is the risk that the Fund’s perfor-
mance may vary substantially from the performance of the
Underlying Index. The Fund employs a representative sam-
pling strategy, and may incur tracking error to a greater
extent than a fund that seeks to replicate an index. The rep-
resentative sampling strategy used by NTI may fail to pro-
duce the intended results.

Valuation Risk is the risk that the sale price the Fund could
receive for a portfolio security may differ from the Fund’s
valuation of the security, particularly for securities that

trade in low volume or volatile markets or that are valued
using a fair value methodology. In addition, the value of
the securities in the Fund’s portfolio may change on days
when shareholders will not be able to purchase or sell the
Fund’s shares. The Fund relies on various sources to calcu-
late its NAV. The information may be provided by third
parties that are believed to be reliable, but the information
may not be accurate due to errors by such pricing sources,
technological issues or otherwise.

Volatility Risk is the risk that the actual level of volatility
experienced by the Fund may be greater or lower than the
targeted overall volatility of the Underlying Index.
Although the Underlying Index is designed to have a tar-
geted overall volatility that is lower than that of the Parent
Index, there is no guarantee that it will have the targeted
overall volatility. The Fund will continue to seek to track
the Underlying Index even if the Underlying Index does
not have the targeted overall volatility. There is also the risk
that the Fund may experience volatility greater or lower
than that of the Underlying Index as a result of tracking
error. A portfolio of securities with greater volatility is gen-
erally considered to have a higher risk profile than a portfo-
lio with lower volatility.

It is possible to lose money on an investment in the Fund.
An investment in the Fund is not a deposit of any bank
and is not insured or guaranteed by the Federal Deposit
Insurance Corporation, any other government agency, or
The Northern Trust Company, its affiliates, subsidiaries
or any other bank.

Fund Performance
The bar chart and table that follow show how the Fund has
performed on a calendar year basis and provide an indica-
tion of the risks of investing in the Fund. Past performance
(before and after taxes) does not necessarily indicate how
the Fund will perform in the future. Updated information
on the Fund’s performance results can be obtained by visit-
ing www.flexshares.com.
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Calendar Year Total Returns
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For the period shown in the bar chart above:

Best Quarter (3/31/2017): 7.18%

Worst Quarter (9/30/2015): -11.50%

Average Annual Total Returns

(for the periods ended December 31, 2018)

One
Year

Five
Year

Since
Inception
of Fund

Inception
Date
of Fund

Before Taxes -16.12% -0.93% 0.44% 4/12/2013

After Taxes on
Distributions -17.32% -1.91% -0.51% —

After Taxes on
Distributions
and Sale of
Shares -9.08% -0.65% 0.38% —

MSCI ACWI ex
USA Index* -14.20% 0.68% 2.34% —

Northern Trust
International
Quality
Dividend
Defensive
IndexSM* -16.02% -0.32% 1.03% —

* Reflects no deduction for fees, expenses or taxes.

After-tax returns are calculated using the historical highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may dif-
fer from those shown. After-tax returns shown are not rel-
evant to investors who hold shares through tax-deferred
arrangements, such as 401(k) plans or individual retire-
ment plans. After-tax returns may exceed the return before
taxes due to an assumed tax benefit from realizing a capital
loss on a sale of Fund shares.

Management
Investment Adviser and Portfolio Managers. Northern
Trust Investments, Inc., a subsidiary of Northern Trust
Corporation, serves as the Investment Adviser of the Fund.
Robert Anstine and Brendan Sullivan, each a Vice President
of Northern Trust Investments, Inc., have served as Portfo-
lio Managers of the Fund since October 2013 and June
2016, respectively.

Purchase and Sale of Fund Shares
The Fund is an exchange-traded fund (commonly referred
to as an “ETF”). Individual Fund shares may only be pur-
chased and sold on a national securities exchange through
a broker-dealer. The price of Fund shares is based on mar-
ket price, and because ETF shares trade at market prices
rather than NAV, shares may trade at a price greater than
NAV (a premium) or less than NAV (a discount). The Fund
will only issue or redeem shares that have been aggregated
into blocks of 100,000 shares or multiples thereof (“Cre-
ation Units”) to Authorized Participants who have entered
into agreements with the Fund’s distributor. The Fund will
issue or redeem Creation Units in return for a basket of
assets that the Fund specifies each day.

Tax Information
The Fund’s distributions are generally taxable to you as
ordinary income, qualified dividends, capital gains, or a
combination of the three, unless you are investing through
a tax-exempt or tax-deferred arrangement, such as a
401(k) plan or an individual retirement account. Distribu-
tions may be taxable upon withdrawal from tax-deferred
accounts.

Payments to Brokers-Dealers and Other
Financial Intermediaries
If you purchase the Fund through a broker-dealer or other
financial intermediary (such as a bank), NTI and its related
companies may pay the intermediary for activities related
to the marketing and promotion of the Fund. These pay-
ments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson
to recommend the Fund over another investment. Ask your
salesperson or visit your financial intermediary’s website
for more information.
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Investment Objective
The Fund seeks investment results that correspond gener-
ally to the price and yield performance, before fees and
expenses, of the Northern Trust International Quality Divi-
dend Dynamic IndexSM (the “Underlying Index”).

Fees and Expenses of the Fund
This table describes the fees and expenses that you may pay
if you buy and hold shares of the Fund. Under the Fund’s
Investment Advisory Agreement, the Fund is responsible
for the following expenses: interest expenses, brokerage
commissions and other trading expenses, fees and expenses
of the independent trustees and their independent legal
counsel, taxes and other extraordinary costs such as litiga-
tion and other expenses not incurred in the ordinary
course of business. You will also incur usual and customary
brokerage commissions when buying or selling shares of
the Fund in the secondary market, which are not reflected
in the example that follows:

Annual Fund Operating Expenses (expenses that you pay each
year as a percentage of the value of your investment)
Management Fees 0.47%

Distribution (12b-1) Fees 0.00%

Other Expenses(1) 0.00%(2)

Total Annual Fund Operating Expenses(1) 0.47%

Expense Reimbursement(3) 0.00%(2)

Total Annual Fund Operating Expenses After
Expense Reimbursement(1) 0.47%

(1) “Other Expenses”, “Total Annual Fund Operating Expenses”
and “Total Annual Fund Operating Expenses After Expense
Reimbursement” have been restated to reflect current expenses.
“Other expenses” include fees and expenses of the independent
trustees and their independent legal counsel.

(2) Amount is less than 0.005%.
(3) Northern Trust Investments, Inc. (“NTI” or “Investment Adviser”)

has contractually agreed to reimburse certain expenses of the
Trust’s independent trustees until March 1, 2020. The Fund’s
Board of Trustees may terminate the contractual arrangement at
any time if it determines that it is in the best interest of the Fund
and its shareholders. “Expense Reimbursement” has been
restated to reflect current expenses and contractual expense
reimbursement arrangements.

Example
The following Example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and

then redeem all of your shares at the end of those periods.
The Example also assumes that your investment has a 5%
return each year and that the Fund’s operating expenses
remain the same (taking into account the expense reim-
bursement arrangement for one year). Although your
actual costs may be higher or lower, based on these
assumptions your costs would be:

1 Year $ 48
3 Years $ 151
5 Years $263
10 Years $591

Portfolio Turnover. The Fund pays transaction costs, such
as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher
taxes when Fund shares are held in a taxable account. These
costs, which are not reflected in annual fund operating
expenses or in the Example, affect the Fund’s performance.
Portfolio turnover may vary from year to year, as well as
within a year. During the most recent fiscal year, the Fund’s
portfolio turnover rate was 75% of the average value of its
portfolio.

Principal Investment Strategies
The Underlying Index is designed to provide exposure to a
high-quality, income-oriented portfolio of international
equity securities issued by non-U.S.-based companies, with
an emphasis on long-term capital growth and a targeted
overall volatility that is greater than that of the Northern
Trust International Large Cap IndexSM (the “Parent
Index”). Companies included in the Underlying Index are a
subset of the Parent Index, and are selected based on
expected dividend payment and fundamental factors such
as profitability, management expertise and cash flow, as
determined by NTI (in its capacity as the index provider
(the “Index Provider”)), pursuant to its index methodol-
ogy. The Underlying Index is designed to outperform the
Parent Index on a risk-adjusted basis, with respect to a
combination of dividend yield and capital appreciation.
The Underlying Index begins with the Parent Index, and
then follows a rules-based methodology to calculate opti-
mal weights for securities in the Underlying Index based
upon a targeted overall beta generally between 1.0 to 1.5
times that of the Parent Index, dividend yield, quality fac-
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tors and lower total risk. Beta represents the market sensi-
tivity, relative to a given market index and time period, and
is one measure of volatility. The Parent Index is a float-
adjusted market capitalization weighted index comprised
of eligible large capitalization securities of developed or
emerging market countries as determined by the Index
Provider, pursuant to its index methodology. In addition to
tracking the performance of the Underlying Index, the
Investment Adviser seeks to minimize portfolio turnover
and tax inefficiencies. As of December 31, 2018, there were
161 issues in the Underlying Index. As of December 31,
2018, the top five countries (by weighting) represented in
the Underlying Index were Japan (17.7%), Great Britain
(14.5%), China (10.5%), Taiwan (5.4%) and Germany
(5.2%). The Underlying Index is governed by transparent,
objective rules for security selection, exclusion, rebalancing
and adjustments for corporate actions.

NTI uses a “passive” or indexing approach to try to achieve
the Fund’s investment objective. Unlike many investment
companies, the Fund does not try to “beat” its Underlying
Index and does not seek temporary defensive positions
when markets decline or appear overvalued.

NTI uses a representative sampling strategy to manage the
Fund. “Representative sampling” is investing in a represen-
tative sample of securities that collectively has an invest-
ment profile similar to the Underlying Index. The Fund
may or may not hold all of the securities that are included
in the Underlying Index. The Fund reserves the right to
invest in substantially all of the securities in its Underlying
Index in approximately the same proportions (i.e., replica-
tion) if NTI determines that it is in the best interest of the
Fund.

Under normal circumstances, the Fund will invest at least
80% of its total assets (exclusive of collateral held from
securities lending) in the securities of the Underlying Index
and in American Depositary Receipts (“ADRs”) and Global
Depositary Receipts (“GDRs”) (collectively “Depositary
Receipts”) based on the securities in the Underlying Index.
The Fund may also invest up to 20% of its assets in cash
and cash equivalents, including shares of money market
funds advised by NTI or its affiliates, futures contracts,
options on futures contracts and foreign currency con-
tracts, as well as securities not included in the Underlying
Index, but which NTI believes will help the Fund track its
Underlying Index.

The Underlying Index is created and sponsored by NTI, as
the Index Provider. NTI also serves as the investment
adviser to the Fund. The Index Provider determines the
composition and relative weightings of the securities in the
Underlying Index and publishes information regarding the
market value of the Underlying Index. The Index is recon-
stituted quarterly.

The Fund may lend securities representing up to one-third
of the value of the Fund’s total assets (including the value
of the collateral received).

Industry Concentration Policy. The Fund will concentrate
its investments (i.e., hold 25% or more of its total assets) in
a particular industry or group of industries to approxi-
mately the same extent that the Underlying Index is con-
centrated.

Principal Risks
As with any investment, you could lose all or part of your
investment in the Fund, and the Fund’s performance could
trail that of other investments. The Fund is subject to the
principal risks noted below, any of which may adversely
affect the Fund’s net asset value (“NAV”), trading price,
yield, total return and ability to meet its investment objec-
tive.

Authorized Participant Concentration Risk is the risk that
the Fund may be adversely affected because it has a limited
number of institutions that act as authorized participants
(“Authorized Participants”). Only an Authorized Partici-
pant may engage in creation or redemption transactions
directly with the Fund. To the extent that these institutions
exit the business or are unable to proceed with creation
and/or redemption orders with respect to the Fund and no
other Authorized Participant is able to step forward to cre-
ate or redeem Creation Units (as defined below), Fund
shares may trade at a discount to NAV and possibly face
trading halts and/or delisting. This risk may be heightened
because of its investments in non-U.S. securities.

Calculation Methodology Risk is the risk that the Under-
lying Index’s calculation methodology or sources of infor-
mation may not provide an accurate assessment of
included issuers or correct valuation of securities, nor is the
availability or timeliness of the production of the Index
guaranteed.

Concentration Risk is the risk that, to the extent the
Fund’s investments are concentrated in the securities of
issuers in a particular region, country, market, industry,
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sector or asset class, the Fund may be subject to increased
price volatility and may be more susceptible to adverse eco-
nomic, market, political or regulatory occurrences affecting
that region, country, market, industry, sector or asset class.

Currency Risk is the risk that foreign currencies, securities
that trade in or receive revenues in foreign currencies, or
derivatives that provide exposure to foreign currencies will
fluctuate in value relative to the U.S. dollar, adversely
affecting the value of the Fund’s investments and its
returns. Because the Fund’s net asset value is determined
on the basis of U.S. dollars, you may lose money if the local
currency of a foreign market depreciates against the U.S.
dollar, even if the market value of the Fund’s holdings
appreciates. In addition, fluctuations in the exchange val-
ues of currencies could affect the economy or particular
business operations of companies in a geographic region in
which the Fund invests, causing an adverse impact on the
Fund’s investments in the affected region.

Cyber Security and Operational Risk is the risk that the
Fund and its service providers may experience disruptions
that arise from breaches in cyber security, human error,
processing and communications errors, counterparty or
third-party errors, technology or systems failures, any of
which may have an adverse impact on the Fund. Failures or
breaches of the electronic systems of the Fund, the Fund’s
adviser, distributor, and other service providers, market
makers, Authorized Participants or the issuers of securities
in which the Fund invests have the ability to cause disrup-
tions and negatively impact the Fund’s business operations,
potentially resulting in financial losses to the Fund and its
shareholders.

Derivatives Risk is the risk of investing in derivative
instruments, such as futures contracts, options on futures
contracts and foreign currency contracts. These risks
include liquidity, interest rate, market, credit, counterparty
and management risks, as well as the risk of mispricing or
improper valuation. Changes in the value of a derivative
may not correlate perfectly with the underlying asset, rate
or index, and the Fund could lose more than the principal
amount invested.

Dividend Risk is the risk that an issuer of stock held by the
Fund may choose not to declare a dividend or the dividend
rate might not remain at current levels. Dividend paying
stocks might not experience the same level of earnings

growth or capital appreciation as non-dividend paying
stocks. The Fund’s performance during a broad market
advance could suffer because dividend paying stocks may
not experience the same capital appreciation as non-
dividend paying stocks.

Emerging Markets Risk is the risk that markets of emerg-
ing market countries are less developed and less liquid,
subject to greater price volatility and generally subject to
increased economic, political, regulatory and other uncer-
tainties than more developed markets.

Equity Securities Risk is the risk that the values of the
equity securities owned by the Fund may be more volatile
and underperform other asset classes and the general secu-
rities markets.

Financial Sector Risk is the risk that the Fund will be
impacted by events affecting the financial sector if it invests
a relatively large percentage of its assets in that sector,
adversely affecting the Fund’s performance. The financial
sector can be significantly affected by changes in interest
rates, government regulation, the rate of corporate and
consumer debt defaulted, price competitions and the avail-
ability and cost of capital funds.

Foreign Securities Risk is the risk that investing in foreign
(non-U.S.) securities may result in the Fund experiencing
more rapid and extreme changes in value than a fund that
invests exclusively in U.S. securities, due to less liquid mar-
kets, and adverse economic, political, diplomatic, financial,
and regulatory factors. Foreign governments also may
impose limits on investment and repatriation and impose
taxes. Any of these events could cause the value of the
Fund’s investments to decline. To the extent that the Fund’s
assets are significantly invested in a single country or geo-
graphic region, the Fund will be subject to the risks associ-
ated with that particular country or region. For example, in
a June 2016 referendum, citizens of the United Kingdom
voted to leave the EU (known as “Brexit”), which may have
a negative impact on the economy and currency of the
United Kingdom, including increased volatility and illi-
quidity and potentially lower economic growth.

Large Cap Risk is that returns on investments in stocks of
large U.S. companies could trail the returns on investments
in stocks of smaller and mid-sized companies.

Market Risk is the risk that general market conditions,
such as real or perceived adverse economic or political con-
ditions, inflation, changes in interest rates, lack of liquidity
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in the bond markets, volatility in the equities market or
adverse investor sentiment could cause the value of your
investment in the Fund to decline. It includes the risk that a
particular style of investing, such as growth or value, may
underperform the market generally. The market value of
the securities in which the Fund invests may go up or down
in response to the prospects of individual companies, par-
ticular sectors or governments and/or general economic
conditions throughout the world due to increasingly inter-
connected global economies and financial markets.

Market Trading Risk is the risk that the Fund faces because
its shares are listed on a securities exchange, including the
potential lack of an active market for Fund shares, losses
from trading in secondary markets, periods of high volatil-
ity and disruption in the creation/redemption process of
the Fund. ANY OF THESE FACTORS MAY LEAD TO THE
FUND’S SHARES TRADING AT A PREMIUM OR DIS-
COUNT TO NAV.

Trading in Fund shares may be halted due to market condi-
tions or for reasons that, in the view of its listing exchange,
make trading in the shares inadvisable. The market prices
of Fund shares will generally fluctuate in accordance with
changes in its NAV, changes in the relative supply of, and
demand for, Fund shares, and changes in the liquidity, or
the perceived liquidity, of the Fund’s holdings.

Passive Investment Risk is the risk that the Fund is not
actively managed and NTI does not attempt to take defen-
sive positions in any market conditions, including declin-
ing markets.

Securities Lending Risk is the risk that the Fund may lose
money because the borrower of the loaned securities fails
to return the securities in a timely manner or at all. The
Fund could also lose money in the event of a decline in the
value of collateral provided for loaned securities or a
decline in the value of any investments made with cash
collateral.

Tracking Error Risk is the risk that the Fund’s perfor-
mance may vary substantially from the performance of the
Underlying Index. The Fund employs a representative sam-
pling strategy, and may incur tracking error to a greater
extent than a fund that seeks to replicate an index. The rep-
resentative sampling strategy used by NTI may fail to pro-
duce the intended results.

Valuation Risk is the risk that the sale price the Fund could
receive for a portfolio security may differ from the Fund’s
valuation of the security, particularly for securities that

trade in low volume or volatile markets or that are valued
using a fair value methodology. In addition, the value of
the securities in the Fund’s portfolio may change on days
when shareholders will not be able to purchase or sell the
Fund’s shares. The Fund relies on various sources to calcu-
late its NAV. The information may be provided by third
parties that are believed to be reliable, but the information
may not be accurate due to errors by such pricing sources,
technological issues or otherwise.

Volatility Risk is the risk that the actual level of volatility
experienced by the Fund may be greater or lower than the
targeted overall volatility of the Underlying Index.
Although the Underlying Index is designed to have a tar-
geted overall volatility that is greater than that of the Parent
Index, there is no guarantee that it will have the targeted
overall volatility. The Fund will continue to seek to track
the Underlying Index even if the Underlying Index does
not have the targeted overall volatility. There is also the risk
that the Fund may experience volatility greater or lower
than that of the Underlying Index as a result of tracking
error. A portfolio of securities with greater volatility is gen-
erally considered to have a higher risk profile than a portfo-
lio with lower volatility.

It is possible to lose money on an investment in the Fund.
An investment in the Fund is not a deposit of any bank
and is not insured or guaranteed by the Federal Deposit
Insurance Corporation, any other government agency, or
The Northern Trust Company, its affiliates, subsidiaries
or any other bank.

Fund Performance
The bar chart and table that follow show how the Fund has
performed on a calendar year basis and provide an indica-
tion of the risks of investing in the Fund. Past performance
(before and after taxes) does not necessarily indicate how
the Fund will perform in the future. Updated information
on the Fund’s performance results can be obtained by visit-
ing www.flexshares.com.

FlexShares® International Quality Dividend Dynamic Index Fund (cont.)

98



Calendar Year Total Returns
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For the period shown in the bar chart above:

Best Quarter (9/30/2016): 8.42%

Worst Quarter (9/30/2015): -13.94%

Average Annual Total Returns

(for the periods ended December 31, 2018)

One
Year

Five
Year

Since
Inception
of Fund

Inception
Date
of Fund

Before Taxes -19.03% -0.49% 1.71% 4/12/2013

After Taxes on
Distributions -19.99% -1.33% 0.85% —

After Taxes on
Distributions
and Sale of
Shares -10.39% -0.22% 1.45% —

MSCI ACWI ex
USA Index* -14.20% 0.68% 2.34% —

Northern Trust
International
Quality
Dividend
Dynamic
IndexSM* -18.89% 0.02% 2.18% —

* Reflects no deduction for fees, expenses or taxes.

After-tax returns are calculated using the historical highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may dif-
fer from those shown. After-tax returns shown are not rel-
evant to investors who hold shares through tax-deferred
arrangements, such as 401(k) plans or individual retire-
ment plans. After-tax returns may exceed the return before
taxes due to an assumed tax benefit from realizing a capital
loss on a sale of Fund shares.

Management
Investment Adviser and Portfolio Managers. Northern
Trust Investments, Inc., a subsidiary of Northern Trust
Corporation, serves as the Investment Adviser of the Fund.
Robert Anstine and Brendan Sullivan, each a Vice President
of Northern Trust Investments, Inc., have served as Portfo-
lio Managers of the Fund since October 2013 and June
2016, respectively.

Purchase and Sale of Fund Shares
The Fund is an exchange-traded fund (commonly referred
to as an “ETF”). Individual Fund shares may only be pur-
chased and sold on a national securities exchange through
a broker-dealer. The price of Fund shares is based on mar-
ket price, and because ETF shares trade at market prices
rather than NAV, shares may trade at a price greater than
NAV (a premium) or less than NAV (a discount). The Fund
will only issue or redeem shares that have been aggregated
into blocks of 100,000 shares or multiples thereof (“Cre-
ation Units”) to Authorized Participants who have entered
into agreements with the Fund’s distributor. The Fund will
issue or redeem Creation Units in return for a basket of
assets that the Fund specifies each day.

Tax Information
The Fund’s distributions are generally taxable to you as
ordinary income, qualified dividends, capital gains, or a
combination of the three, unless you are investing through
a tax-exempt or tax-deferred arrangement, such as a
401(k) plan or an individual retirement account. Distribu-
tions may be taxable upon withdrawal from tax-deferred
accounts.

Payments to Brokers-Dealers and Other
Financial Intermediaries
If you purchase the Fund through a broker-dealer or other
financial intermediary (such as a bank), NTI and its related
companies may pay the intermediary for activities related
to the marketing and promotion of the Fund. These pay-
ments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson
to recommend the Fund over another investment. Ask your
salesperson or visit your financial intermediary’s website
for more information.
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Investment Objective
The Fund seeks to provide investment results that, before
fees and expenses, correspond generally to the price and
yield performance of the iBoxx 3-Year Target Duration
TIPS Index (the “Underlying Index”).

Fees and Expenses of the Fund
This table describes the fees and expenses that you may pay
if you buy and hold shares of the Fund. Under the Fund’s
Investment Advisory Agreement, the Fund is responsible
for the following expenses: interest expenses, brokerage
commissions and other trading expenses, fees and expenses
of the independent trustees and their independent legal
counsel, taxes and other extraordinary costs such as litiga-
tion and other expenses not incurred in the ordinary
course of business. You will also incur usual and customary
brokerage commissions when buying or selling shares of
the Fund in the secondary market, which are not reflected
in the example that follows:

Annual Fund Operating Expenses (expenses that you pay each
year as a percentage of the value of your investment)
Management Fees 0.18%

Distribution (12b-1) Fees 0.00%

Other Expenses(1) 0.00%(2)

Total Annual Fund Operating Expenses 0.18%

Expense Reimbursement(3) 0.00%(2)

Total Annual Fund Operating Expenses After
Expense Reimbursement 0.18%

(1) “Other expenses” include fees and expenses of the independent
trustees and their independent legal counsel.

(2) Amount is less than 0.005%.
(3) Northern Trust Investments, Inc. (“NTI” or “Investment Adviser”)

has contractually agreed to reimburse certain expenses of the
Trust’s independent trustees until March 1, 2020. The Fund’s
Board of Trustees may terminate the contractual arrangement at
any time if it determines that it is in the best interest of the Fund
and its shareholders. “Expense Reimbursement” has been
restated to reflect current contractual expense reimbursement
arrangements.

Example
The following Example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and
then redeem all of your shares at the end of those periods.

The Example also assumes that your investment has a 5%
return each year and that the Fund’s operating expenses
remain the same. Although your actual costs may be higher
or lower, based on these assumptions your costs would be:

1 Year $ 18
3 Years $ 58
5 Years $ 101
10 Years $230

Portfolio Turnover. The Fund pays transaction costs, such
as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher
taxes when Fund shares are held in a taxable account. These
costs, which are not reflected in annual fund operating
expenses or in the Example, affect the Fund’s performance.
Portfolio turnover may vary from year to year, as well as
within a year. During the most recent fiscal year, the Fund’s
portfolio turnover rate was 85% of the average value of its
portfolio.

Principal Investment Strategies
The Underlying Index reflects the performance of a selec-
tion of inflation protected public obligations of the
U.S. Treasury, commonly known as “TIPS,” with a targeted
average modified adjusted duration, as defined by the
Underlying Index, of approximately three years. The
Underlying Index includes publicly issued TIPS that have
maturity dates of at least one year but not more than ten
years from an index rebalancing date. TIPS are securities
issued by the U.S. Treasury that are designed to provide
inflation protection to investors. TIPS’ principal and inter-
est payments are linked to an official inflation measure (as
measured by the Consumer Price Index for All Urban Con-
sumers, or CPI-U) and the payments are supported by the
full faith and credit of the United States. In addition to
tracking the performance of the Underlying Index, NTI
seeks to minimize portfolio turnover and tax inefficiencies.
As of December 31, 2018, there were 19 TIPS in the Under-
lying Index. The Underlying Index is both capitalization
weighted and securities-modified adjusted duration
weighted, and its composition is rebalanced monthly. The
Underlying Index is governed by published, objective rules
for security selection, exclusion, rebalancing and adjust-
ments, including the daily re-investment of cash flows.
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NTI uses a “passive” or indexing approach to try to achieve
the Fund’s investment objective. Unlike many investment
companies, the Fund does not try to “beat” the index it
tracks and does not seek temporary defensive positions
when markets decline or appear overvalued. NTI generally
intends to replicate the constituent securities of the Fund’s
Underlying Index. “Replication” is an indexing strategy in
which a fund invests in substantially all of the securities in
its underlying index in approximately the same propor-
tions as in the underlying index. NTI may use a “represen-
tative sampling” strategy in certain circumstances, such as
when it may not be possible or practicable to fully imple-
ment a replication strategy. Representative sampling is
investing in a representative sample of securities that col-
lectively has an investment profile similar to the Underly-
ing Index. When the Fund uses representative sampling, it
may or may not hold all of the securities that are included
in the Underlying Index.

Under normal circumstances, the Fund will invest at least
80% of its total assets (exclusive of collateral held from
securities lending) in the securities of the Underlying
Index. The Fund may also invest up to 20% of its assets in
cash and cash equivalents, including shares of money mar-
ket funds advised by NTI or its affiliates, futures contracts
and options on futures contracts, as well as securities not
included in the Underlying Index, but which NTI believes
will help the Fund track its Underlying Index.

The Underlying Index is sponsored by Markit Indices Lim-
ited (the “Index Provider”), an organization that is inde-
pendent of the Fund and NTI. The Index Provider deter-
mines the composition and relative weightings of the
securities in the Underlying Index and publishes informa-
tion regarding the market value of the Underlying Index.

The Fund may lend securities representing up to one-third
of the value of the Fund’s total assets (including the value
of the collateral received).

The Fund is “non-diversified” under the Investment Com-
pany Act of 1940, as amended, and may invest more of its
assets in fewer issuers than “diversified” funds.

Industry Concentration Policy. The Fund will concentrate
its investments (i.e., hold 25% or more of its total assets) in
a particular industry or group of industries to approxi-
mately the same extent that the Underlying Index is con-
centrated. For purposes of this limitation, securities of the

U.S. government (including its agencies and instrumentali-
ties) are not considered to be issued by members of any
industry.

Principal Risks
As with any investment, you could lose all or part of your
investment in the Fund, and the Fund’s performance could
trail that of other investments. The Fund is subject to the
principal risks noted below, any of which may adversely
affect the Fund’s net asset value (“NAV”), trading price,
yield, total return and ability to meet its investment objec-
tive.

Authorized Participant Concentration Risk is the risk that
the Fund may be adversely affected because it has a limited
number of institutions that act as authorized participants
(“Authorized Participants”). Only an Authorized Partici-
pant may engage in creation or redemption transactions
directly with the Fund. To the extent that these institutions
exit the business or are unable to proceed with creation
and/or redemption orders with respect to the Fund and no
other Authorized Participant is able to step forward to cre-
ate or redeem Creation Units (as defined below), Fund
shares may trade at a discount to NAV and possibly face
trading halts and/or delisting.

Calculation Methodology Risk is the risk that the Under-
lying Index’s calculation methodology or sources of infor-
mation may not provide an accurate assessment of
included issuers or correct valuation of securities, nor is the
availability or timeliness of the production of the Index
guaranteed.

Cyber Security and Operational Risk is the risk that the
Fund and its service providers may experience disruptions
that arise from breaches in cyber security, human error,
processing and communications errors, counterparty or
third-party errors, technology or systems failures, any of
which may have an adverse impact on the Fund. Failures or
breaches of the electronic systems of the Fund, the Fund’s
adviser, distributor, and other service providers, market
makers, Authorized Participants or the issuers of securities
in which the Fund invests have the ability to cause disrup-
tions and negatively impact the Fund’s business operations,
potentially resulting in financial losses to the Fund and its
shareholders.

Derivatives Risk is the risk of investing in derivative
instruments, such as futures contracts and options on
futures contracts. These risks include liquidity, interest
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rate, market, credit, counterparty and management risks,
as well as the risk of mispricing or improper valuation.
Changes in the value of a derivative may not correlate per-
fectly with the underlying asset, rate or index, and the Fund
could lose more than the principal amount invested.

High Portfolio Turnover Risk is the risk that active and
frequent trading of the Fund’s portfolio securities may
result in increased transaction costs to the Fund, including
brokerage commissions, dealer mark-ups and other trans-
action costs, which could reduce the Fund’s return.

Income Risk is the risk that the Fund’s income may decline
due to a decline in inflation (or deflation) or due to
changes in inflation expectations.

Inflation Protected Security Risk is the risk that the value
of inflation protected securities, such as TIPS, generally
will fluctuate in response to changes in real interest rates,
generally decreasing when real interest rates rise and
increasing when real interest rates fall. In addition, interest
payments on inflation-protected securities will generally
vary up or down along with the rate of inflation. Real inter-
est rates are generally measured as a nominal interest less
an inflation rate. As such, investors should be aware that an
investment in TIPS over a particular timeframe may
decrease in value even in an inflationary environment.
There can be no assurance that the inflation index used will
accurately measure the real rate of inflation in the prices of
goods and services. Because of their inflation adjustment
feature, inflation-protected bonds typically have lower
yields than conventional fixed-rate bonds.

Interest Rate/Maturity Risk is the risk that the value of the
Fund’s fixed-income assets will decline because of rising
real interest rates. The magnitude of this decline will often
be greater for longer-term fixed-income securities than
shorter-term fixed income securities. Duration is a measure
used to determine the sensitivity of a security’s price to
changes in interest rates. The longer a security’s duration,
the more sensitive it will be to changes in interest rates. The
Fund currently faces a heightened level of interest rate risk
because interest rates are at historically low levels, but are
expected to increase in the future with unpredictable effects
on the markets and the Fund’s investments. An increase in
interest rates may lead to heightened volatility in the fixed-
income markets and may adversely affect the liquidity of
certain fixed-income investments.

Market Risk is the risk that general market conditions,
such as real or perceived adverse economic or political con-
ditions, inflation, changes in interest rates, lack of liquidity
in the bond markets, volatility in the equities market or
adverse investor sentiment could cause the value of your
investment in the Fund to decline. The market value of the
securities in which the Fund invests may go up or down in
response to the prospects of individual companies, particu-
lar sectors or governments and/or general economic condi-
tions throughout the world due to increasingly intercon-
nected global economies and financial markets.

Market Trading Risk is the risk that the Fund faces because
its shares are listed on a securities exchange, including the
potential lack of an active market for Fund shares, losses
from trading in secondary markets, periods of high volatil-
ity and disruption in the creation/redemption process of
the Fund. ANY OF THESE FACTORS MAY LEAD TO THE
FUND’S SHARES TRADING AT A PREMIUM OR DIS-
COUNT TO NAV.

Trading in Fund shares may be halted due to market condi-
tions or for reasons that, in the view of its listing exchange,
make trading in the shares inadvisable. The market prices
of Fund shares will generally fluctuate in accordance with
changes in its NAV, changes in the relative supply of, and
demand for, Fund shares, and changes in the liquidity, or
the perceived liquidity, of the Fund’s holdings.

Non-Diversification Risk is the risk that Fund perfor-
mance may depend on the performance of a small number
of issuers because the Fund may invest a large percentage of
its assets in securities issued by or representing a small
number of issuers.

Passive Investment Risk is the risk that the Fund is not
actively managed and NTI does not attempt to take defen-
sive positions in any market conditions, including declin-
ing markets.

Securities Lending Risk is the risk that the Fund may lose
money because the borrower of the loaned securities fails
to return the securities in a timely manner or at all. The
Fund could also lose money in the event of a decline in the
value of collateral provided for loaned securities or a
decline in the value of any investments made with cash
collateral.

Tracking Error Risk is the risk that the Fund’s perfor-
mance may vary substantially from the performance of the
Underlying Index. To the extent that the Fund employs a
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representative sampling strategy, it may incur tracking
error to a greater extent than if it fully replicates its Under-
lying Index. The representative sampling strategy used by
NTI may fail to produce the intended results.

Valuation Risk is the risk that the sale price the Fund could
receive for a portfolio security may differ from the Fund’s
valuation of the security, particularly for securities that
trade in low volume or volatile markets or that are valued
using a fair value methodology. In addition, the value of
the securities in the Fund’s portfolio may change on days
when shareholders will not be able to purchase or sell the
Fund’s shares. The Fund relies on various sources to calcu-
late its NAV. The information may be provided by third
parties that are believed to be reliable, but the information
may not be accurate due to errors by such pricing sources,
technological issues or otherwise.

It is possible to lose money on an investment in the Fund.
An investment in the Fund is not a deposit of any bank
and is not insured or guaranteed by the Federal Deposit
Insurance Corporation, any other government agency, or
The Northern Trust Company, its affiliates, subsidiaries
or any other bank.

Fund Performance
The bar chart and table that follow show how the Fund has
performed on a calendar year basis and provide an indica-
tion of the risks of investing in the Fund. Past performance
(before and after taxes) does not necessarily indicate how
the Fund will perform in the future. Updated information
on the Fund’s performance results can be obtained by visit-
ing www.flexshares.com.

Calendar Year Total Returns
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For the periods shown in the bar chart above:

Best Quarter (3/31/2016): 1.98%

Worst Quarter (6/30/2013): -2.56%

Average Annual Total Returns

(for the periods ended December 31, 2018)

One
Year

Five
Year

Since
Inception
of Fund

Inception
Date
of Fund

Before Taxes 0.13% 0.35% 0.38% 9/19/2011

After Taxes on
Distributions -0.87% -0.13% -0.02% —

After Taxes on
Distributions and
Sale of Shares 0.08% 0.06% 0.12% —

iBoxx 3-Year
Target Duration
TIPS Index * 0.22% 0.49% 0.52% —

* Reflects no deduction for fees, expenses or taxes.

After-tax returns are calculated using the historical highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may dif-
fer from those shown. After-tax returns shown are not rel-
evant to investors who hold shares through tax-deferred
arrangements, such as 401(k) plans or individual retire-
ment plans. After-tax returns may exceed the return before
taxes due to an assumed tax benefit from realizing a capital
loss on a sale of Fund shares.

Management
Investment Adviser and Portfolio Managers. Northern
Trust Investments, Inc., a subsidiary of Northern Trust
Corporation, serves as the Investment Adviser of the Fund.
Daniel J. Personette, Vice President of Northern Trust
Investments, Inc., Michael R. Chico, Vice President of
Northern Trust Investments, Inc., and Brandon P.
Ferguson, Vice President of Northern Trust Investments,
Inc., have each been managers of the Fund since its incep-
tion.

Purchase and Sale of Fund Shares
The Fund is an exchange-traded fund (commonly referred
to as an “ETF”). Individual Fund shares may only be pur-
chased and sold on a national securities exchange through
a broker-dealer. The price of Fund shares is based on mar-
ket price, and because ETF shares trade at market prices
rather than NAV, shares may trade at a price greater than
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NAV (a premium) or less than NAV (a discount). The Fund
will only issue or redeem shares that have been aggregated
into blocks of 50,000 shares or multiples thereof (“Creation
Units”) to Authorized Participants who have entered into
agreements with the Fund’s distributor. The Fund will issue
or redeem Creation Units in return for a basket of assets
that the Fund specifies each day.

Tax Information
The Fund’s distributions are generally taxable to you as
ordinary income, capital gains, or a combination of the
two, unless you are investing through a tax-exempt or tax-
deferred arrangement, such as a 401(k) plan or an indi-
vidual retirement account. Distributions may be taxable
upon withdrawal from tax-deferred accounts.

Payments to Brokers-Dealers and Other
Financial Intermediaries
If you purchase the Fund through a broker-dealer or other
financial intermediary (such as a bank), NTI and its related
companies may pay the intermediary for activities related
to the marketing and promotion of the Fund. These pay-
ments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson
to recommend the Fund over another investment. Ask your
salesperson or visit your financial intermediary’s website
for more information.

FlexShares® iBoxx 3-Year Target Duration
TIPS Index Fund (cont.)

104



Investment Objective
The Fund seeks to provide investment results that, before
fees and expenses, correspond generally to the price and
yield performance of the iBoxx 5-Year Target Duration
TIPS Index (the “Underlying Index”).

Fees and Expenses of the Fund
This table describes the fees and expenses that you may pay
if you buy and hold shares of the Fund. Under the Fund’s
Investment Advisory Agreement, the Fund is responsible
for the following expenses: interest expenses, brokerage
commissions and other trading expenses, fees and expenses
of the independent trustees and their independent legal
counsel, taxes and other extraordinary costs such as litiga-
tion and other expenses not incurred in the ordinary
course of business. You will also incur usual and customary
brokerage commissions when buying or selling shares of
the Fund in the secondary market, which are not reflected
in the example that follows:

Annual Fund Operating Expenses (expenses that you pay each
year as a percentage of the value of your investment)
Management Fees 0.18%

Distribution (12b-1) Fees 0.00%

Other Expenses(1) 0.00%(2)

Total Annual Fund Operating Expenses 0.18%

Expense Reimbursement(3) 0.00%(2)

Total Annual Fund Operating Expenses After
Expense Reimbursement 0.18%

(1) “Other expenses” include fees and expenses of the independent
trustees and their independent legal counsel.

(2) Amount is less than 0.005%.
(3) Northern Trust Investments, Inc. (“NTI” or “Investment Adviser”)

has contractually agreed to reimburse certain expenses of the
Trust’s independent trustees until March 1, 2020. The Fund’s
Board of Trustees may terminate the contractual arrangement at
any time if it determines that it is in the best interest of the Fund
and its shareholders. “Expense Reimbursement” has been
restated to reflect current contractual expense reimbursement
arrangements.

Example
The following Example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and
then redeem all of your shares at the end of those periods.

The Example also assumes that your investment has a 5%
return each year and that the Fund’s operating expenses
remain the same. Although your actual costs may be higher
or lower, based on these assumptions your costs would be:

1 Year $ 18
3 Years $ 58
5 Years $ 101
10 Years $230

Portfolio Turnover. The Fund pays transaction costs, such
as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher
taxes when Fund shares are held in a taxable account. These
costs, which are not reflected in annual fund operating
expenses or in the Example, affect the Fund’s performance.
Portfolio turnover may vary from year to year, as well as
within a year. During the most recent fiscal year, the Fund’s
portfolio turnover rate was 65% of the average value of its
portfolio.

Principal Investment Strategies
The Underlying Index reflects the performance of a selec-
tion of inflation protected public obligations of the
U.S. Treasury, commonly known as “TIPS,” with a targeted
average modified adjusted duration, as defined by the
Underlying Index, of approximately five years. The Under-
lying Index includes publicly issued TIPS that have matu-
rity dates of at least three years but not more than twenty
years from an index rebalancing date. TIPS are securities
issued by the U.S. Treasury that are designed to provide
inflation protection to investors. TIPS’ principal and inter-
est payments are linked to an official inflation measure (as
measured by the Consumer Price Index for All Urban Con-
sumers, or CPI-U) and the payments are supported by the
full faith and credit of the United States. In addition to
tracking the performance of the Underlying Index, NTI
seeks to minimize portfolio turnover and tax inefficiencies.
As of December 31, 2018, there were 21 TIPS in the Under-
lying Index. The Underlying Index is both capitalization
weighted and securities-modified adjusted duration
weighted, and its composition is rebalanced monthly. The
Underlying Index is governed by published, objective rules
for security selection, exclusion, rebalancing and adjust-
ments, including the daily re-investment of cash flows.
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NTI uses a “passive” or indexing approach to try to achieve
the Fund’s investment objective. Unlike many investment
companies, the Fund does not try to “beat” the index it
tracks and does not seek temporary defensive positions
when markets decline or appear overvalued. NTI generally
intends to replicate the constituent securities of the Fund’s
Underlying Index. “Replication” is an indexing strategy in
which a fund invests in substantially all of the securities in
its underlying index in approximately the same propor-
tions as in the underlying index. NTI may use a “represen-
tative sampling” strategy in certain circumstances, such as
when it may not be possible or practicable to fully imple-
ment a replication strategy. Representative sampling is
investing in a representative sample of securities that col-
lectively has an investment profile similar to the Underly-
ing Index. When the Fund uses representative sampling, it
may or may not hold all of the securities that are included
in the Underlying Index.

Under normal circumstances, the Fund will invest at least
80% of its total assets (exclusive of collateral held from
securities lending) in the securities of the Underlying
Index. The Fund may also invest up to 20% of its assets in
cash and cash equivalents, including shares of money mar-
ket funds advised by NTI or its affiliates, futures contracts
and options on futures contracts, as well as securities not
included in the Underlying Index, but which NTI believes
will help the Fund track its Underlying Index.

The Underlying Index is sponsored by Markit Indices Lim-
ited (the “Index Provider”), an organization that is inde-
pendent of the Fund and NTI. The Index Provider deter-
mines the composition and relative weightings of the
securities in the Underlying Index and publishes informa-
tion regarding the market value of the Underlying Index.

The Fund may lend securities representing up to one-third
of the value of the Fund’s total assets (including the value
of the collateral received).

The Fund is “non-diversified” under the Investment Com-
pany Act of 1940, as amended, and may invest more of its
assets in fewer issuers than “diversified” funds.

Industry Concentration Policy. The Fund will concentrate
its investments (i.e., hold 25% or more of its total assets) in
a particular industry or group of industries to approxi-
mately the same extent that the Underlying Index is con-
centrated. For purposes of this limitation, securities of the

U.S. government (including its agencies and instrumentali-
ties) are not considered to be issued by members of any
industry.

Principal Risks
As with any investment, you could lose all or part of your
investment in the Fund, and the Fund’s performance could
trail that of other investments. The Fund is subject to the
principal risks noted below, any of which may adversely
affect the Fund’s net asset value (“NAV”), trading price,
yield, total return and ability to meet its investment objec-
tive.

Authorized Participant Concentration Risk is the risk that
the Fund may be adversely affected because it has a limited
number of institutions that act as authorized participants
(“Authorized Participants”). Only an Authorized Partici-
pant may engage in creation or redemption transactions
directly with the Fund. To the extent that these institutions
exit the business or are unable to proceed with creation
and/or redemption orders with respect to the Fund and no
other Authorized Participant is able to step forward to cre-
ate or redeem Creation Units (as defined below), Fund
shares may trade at a discount to NAV and possibly face
trading halts and/or delisting.

Calculation Methodology Risk is the risk that the Under-
lying Index’s calculation methodology or sources of infor-
mation may not provide an accurate assessment of
included issuers or correct valuation of securities, nor is the
availability or timeliness of the production of the Index
guaranteed.

Cyber Security and Operational Risk is the risk that the
Fund and its service providers may experience disruptions
that arise from breaches in cyber security, human error,
processing and communications errors, counterparty or
third-party errors, technology or systems failures, any of
which may have an adverse impact on the Fund. Failures or
breaches of the electronic systems of the Fund, the Fund’s
adviser, distributor, and other service providers, market
makers, Authorized Participants or the issuers of securities
in which the Fund invests have the ability to cause disrup-
tions and negatively impact the Fund’s business operations,
potentially resulting in financial losses to the Fund and its
shareholders.

Derivatives Risk is the risk of investing in derivative
instruments, such as futures contracts and options on
futures contracts. These risks include liquidity, interest
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rate, market, credit, counterparty and management risks,
as well as the risk of mispricing or improper valuation.
Changes in the value of a derivative may not correlate per-
fectly with the underlying asset, rate or index, and the Fund
could lose more than the principal amount invested.

Income Risk is the risk that the Fund’s income may decline
due to a decline in inflation (or deflation) or due to
changes in inflation expectations.

Inflation Protected Security Risk is the risk that the value
of inflation protected securities, such as TIPS, generally
will fluctuate in response to changes in real interest rates,
generally decreasing when real interest rates rise and
increasing when real interest rates fall. In addition, interest
payments on inflation-protected securities will generally
vary up or down along with the rate of inflation. Real inter-
est rates are generally measured as a nominal interest less
an inflation rate. As such, investors should be aware that an
investment in TIPS over a particular timeframe may
decrease in value even in an inflationary environment.
There can be no assurance that the inflation index used will
accurately measure the real rate of inflation in the prices of
goods and services. Because of their inflation adjustment
feature, inflation-protected bonds typically have lower
yields than conventional fixed-rate bonds.

Interest Rate/Maturity Risk is the risk that the value of the
Fund’s fixed-income assets will decline because of rising
real interest rates. The magnitude of this decline will often
be greater for longer-term fixed-income securities than
shorter-term fixed income securities. Duration is a measure
used to determine the sensitivity of a security’s price to
changes in interest rates. The longer a security’s duration,
the more sensitive it will be to changes in interest rates. The
Fund currently faces a heightened level of interest rate risk
because interest rates are at historically low levels, but are
expected to increase in the future with unpredictable effects
on the markets and the Fund’s investments. An increase in
interest rates may lead to heightened volatility in the fixed-
income markets and may adversely affect the liquidity of
certain fixed-income investments.

Market Risk is the risk that general market conditions,
such as real or perceived adverse economic or political con-
ditions, inflation, changes in interest rates, lack of liquidity
in the bond markets, volatility in the equities market or
adverse investor sentiment could cause the value of your

investment in the Fund to decline. The market value of the
securities in which the Fund invests may go up or down in
response to the prospects of individual companies, particu-
lar sectors or governments and/or general economic condi-
tions throughout the world due to increasingly intercon-
nected global economies and financial markets.

Market Trading Risk is the risk that the Fund faces because
its shares are listed on a securities exchange, including the
potential lack of an active market for Fund shares, losses
from trading in secondary markets, periods of high volatil-
ity and disruption in the creation/redemption process of
the Fund. ANY OF THESE FACTORS MAY LEAD TO THE
FUND’S SHARES TRADING AT A PREMIUM OR DIS-
COUNT TO NAV.

Trading in Fund shares may be halted due to market condi-
tions or for reasons that, in the view of its listing exchange,
make trading in the shares inadvisable. The market prices
of Fund shares will generally fluctuate in accordance with
changes in its NAV, changes in the relative supply of, and
demand for, Fund shares, and changes in the liquidity, or
the perceived liquidity, of the Fund’s holdings.

Non-Diversification Risk is the risk that Fund perfor-
mance may depend on the performance of a small number
of issuers because the Fund may invest a large percentage of
its assets in securities issued by or representing a small
number of issuers.

Passive Investment Risk is the risk that the Fund is not
actively managed and NTI does not attempt to take defen-
sive positions in any market conditions, including declin-
ing markets.

Securities Lending Risk is the risk that the Fund may lose
money because the borrower of the loaned securities fails
to return the securities in a timely manner or at all. The
Fund could also lose money in the event of a decline in the
value of collateral provided for loaned securities or a
decline in the value of any investments made with cash
collateral.

Tracking Error Risk is the risk that the Fund’s perfor-
mance may vary substantially from the performance of the
Underlying Index. To the extent that the Fund employs a
representative sampling strategy, it may incur tracking
error to a greater extent than if it fully replicates its Under-
lying Index. The representative sampling strategy used by
NTI may fail to produce the intended results.
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Valuation Risk is the risk that the sale price the Fund could
receive for a portfolio security may differ from the Fund’s
valuation of the security, particularly for securities that
trade in low volume or volatile markets or that are valued
using a fair value methodology. In addition, the value of
the securities in the Fund’s portfolio may change on days
when shareholders will not be able to purchase or sell the
Fund’s shares. The Fund relies on various sources to calcu-
late its NAV. The information may be provided by third
parties that are believed to be reliable, but the information
may not be accurate due to errors by such pricing sources,
technological issues or otherwise.

It is possible to lose money on an investment in the Fund.
An investment in the Fund is not a deposit of any bank
and is not insured or guaranteed by the Federal Deposit
Insurance Corporation, any other government agency, or
The Northern Trust Company, its affiliates, subsidiaries
or any other bank.

Fund Performance
The bar chart and table that follow show how the Fund has
performed on a calendar year basis and provide an indica-
tion of the risks of investing in the Fund. Past performance
(before and after taxes) does not necessarily indicate how
the Fund will perform in the future. Updated information
on the Fund’s performance results can be obtained by visit-
ing www.flexshares.com.

Calendar Year Total Returns
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For the periods shown in the bar chart above:

Best Quarter (3/31/2016): 3.78%

Worst Quarter (6/30/2013): -5.17%

Average Annual Total Returns

(for the periods ended December 31, 2018)

One
Year

Five
Year

Since
Inception
of Fund

Inception
Date
of Fund

Before Taxes -0.86% 0.91% 0.79% 9/19/2011

After Taxes on
Distributions -1.89% 0.29% 0.28% —

After Taxes on
Distributions and
Sale of Shares -0.51% 0.42% 0.39% —

iBoxx 5-Year
Target Duration
TIPS Index * -0.76% 1.01% 0.92% —

* Reflects no deduction for fees, expenses or taxes.

After-tax returns are calculated using the historical highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may dif-
fer from those shown. After-tax returns shown are not rel-
evant to investors who hold shares through tax-deferred
arrangements, such as 401(k) plans or individual retire-
ment plans. After-tax returns may exceed the return before
taxes due to an assumed tax benefit from realizing a capital
loss on a sale of Fund shares.

Management
Investment Adviser and Portfolio Managers. Northern
Trust Investments, Inc., a subsidiary of Northern Trust
Corporation, serves as the Investment Adviser of the Fund.
Daniel J. Personette, Vice President of Northern Trust
Investments, Inc., Michael R. Chico, Vice President of
Northern Trust Investments, Inc., and Brandon P.
Ferguson, Vice President of Northern Trust Investments,
Inc., have each been managers of the Fund since its incep-
tion.

Purchase and Sale of Fund Shares
The Fund is an exchange-traded fund (commonly referred
to as an “ETF”). Individual Fund shares may only be pur-
chased and sold on a national securities exchange through
a broker-dealer. The price of Fund shares is based on mar-
ket price, and because ETF shares trade at market prices
rather than NAV, shares may trade at a price greater than
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NAV (a premium) or less than NAV (a discount). The Fund
will only issue or redeem shares that have been aggregated
into blocks of 50,000 shares or multiples thereof (“Creation
Units”) to Authorized Participants who have entered into
agreements with the Fund’s distributor. The Fund will issue
or redeem Creation Units in return for a basket of assets
that the Fund specifies each day.

Tax Information
The Fund’s distributions are generally taxable to you as
ordinary income, capital gains, or a combination of the
two, unless you are investing through a tax-exempt or tax-
deferred arrangement, such as a 401(k) plan or an indi-
vidual retirement account. Distributions may be taxable
upon withdrawal from tax-deferred accounts.

Payments to Brokers-Dealers and Other
Financial Intermediaries
If you purchase the Fund through a broker-dealer or other
financial intermediary (such as a bank), NTI and its related
companies may pay the intermediary for activities related
to the marketing and promotion of the Fund. These pay-
ments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson
to recommend the Fund over another investment. Ask your
salesperson or visit your financial intermediary’s website
for more information.
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Investment Objective
The Fund seeks investment results that correspond gener-
ally to the price and yield performance, before fees and
expenses, of The ICE BofA Merrill Lynch® Constrained
Duration US Mortgage Backed Securities IndexSM (the
“Underlying Index”).

Fees and Expenses of the Fund
This table describes the fees and expenses that you may pay
if you buy and hold shares of the Fund. Under the Fund’s
Investment Advisory Agreement, the Fund is responsible
for the following expenses: interest expenses, brokerage
commissions and other trading expenses, fees and expenses
of the independent trustees and their independent legal
counsel, taxes and other extraordinary costs such as litiga-
tion and other expenses not incurred in the ordinary
course of business. You will also incur usual and customary
brokerage commissions when buying or selling shares of
the Fund in the secondary market, which are not reflected
in the example that follows:

Annual Fund Operating Expenses (expenses that you pay each
year as a percentage of the value of your investment)
Management Fees 0.20%

Distribution (12b-1) Fees 0.00%

Other Expenses(1) 0.00%(2)

Total Annual Fund Operating Expenses(1) 0.20%

Expense Reimbursement(3) 0.00%(2)

Total Annual Fund Operating Expenses After
Expense Reimbursement(1) 0.20%

(1) “Other Expenses”, “Total Annual Fund Operating Expenses”
and “Total Annual Fund Operating Expenses After Expense
Reimbursement” have been restated to reflect current expenses.
“Other expenses” include fees and expenses of the independent
trustees and their independent legal counsel.

(2) Amount is less than 0.005%.
(3) Northern Trust Investments, Inc. (“NTI” or “Investment Adviser”)

has contractually agreed to reimburse certain expenses of the
Trust’s independent trustees until March 1, 2020. The Fund’s
Board of Trustees may terminate the contractual arrangement at
any time if it determines that it is in the best interest of the Fund
and its shareholders. “Expense Reimbursement” has been
restated to reflect current expenses and contractual expense
reimbursement arrangements.

Example
The following Example is intended to help you compare
the cost of investing in the Fund with the cost of investing

in other funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and
then redeem all of your shares at the end of those periods.
The Example also assumes that your investment has a 5%
return each year and that the Fund’s operating expenses
remain the same (taking into account the expense reim-
bursement arrangement for one year). Although your
actual costs may be higher or lower, based on these
assumptions your costs would be:

1 Year $ 20
3 Years $ 64
5 Years $ 113
10 Years $255

Portfolio Turnover. The Fund pays transaction costs, such
as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher
taxes when Fund shares are held in a taxable account. These
costs, which are not reflected in annual fund operating
expenses or in the Example, affect the Fund’s performance.
Portfolio turnover may vary from year to year, as well as
within a year. During the most recent fiscal year, the Fund’s
portfolio turnover rate was 160% of the average value of its
portfolio.

Principal Investment Strategies
The Underlying Index reflects the performance of a selec-
tion of investment-grade US agency residential mortgage-
backed pass-through securities. The term “US agency
mortgage-backed pass-through security” (“MBS”) refers to
a category of pass-through securities backed by pools of
mortgages and issued by one of the following US govern-
ment agencies: the Federal National Mortgage Association
(FNMA or Fannie Mae), the Federal Home Loan Mortgage
Corporation (FHLMC or Freddie Mac) or the Government
National Mortgage Association (GNMA or Ginnie Mae)
(each a “US Agency”). Pursuant to the Index Provider’s
methodology, the average effective duration of the portfo-
lio of MBS represented in the Underlying Index generally
will range between 3.25 and 4.25 years. The Underlying
Index is formed by grouping the universe of individual
fixed-rate mortgage-backed securities pools into generic
aggregates according to the following parameters: (i)
agency; (ii) mortgage program; (iii) pass-through coupon;
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and (iv) origination year. These aggregates are then
assessed based on certain maturity and liquidity criteria to
determine eligibility for inclusion in the Underlying Index.
MBS that are eligible for inclusion in the Underlying Index
(a) have been issued by a US Agency, (b) have a weighted-
average remaining time to final stated maturity of at least
one year, (c) have at least $5 billion or more of outstanding
face value in the coupon for a given agency program, (d)
have at least $1 billion or more of outstanding face value at
the time of inclusion in the Underlying Index and at least
$250 million to remain in the Index and (e) are character-
ized by one or more of the following fixed-rate mortgage
programs: 30-year, 20-year, and 15-year maturities. Bal-
loon, mobile home, graduated payment and quarter cou-
pon fixed rate mortgages are excluded from the Underlying
Index, as are all collateralized mortgage obligations. The
Underlying Index constituents are capitalization-weighted,
based on their outstanding face value times price plus
accrued interest, adjusted to achieve an effective duration
for the Underlying Index that is generally between 3.25 and
4.25 years.

NTI uses a “passive” or indexing approach to try to achieve
the Fund’s investment objective. Unlike many investment
companies, the Fund does not try to “beat” the index it
tracks and does not seek temporary defensive positions
when markets decline or appear overvalued. In addition to
tracking the performance of the Underlying Index, the
Investment Adviser seeks to minimize portfolio turnover
and tax inefficiencies.

NTI uses a representative sampling strategy to manage the
Fund. “Representative sampling” is investing in a represen-
tative sample of securities that collectively has an invest-
ment profile similar to the Underlying Index. The Fund
may or may not hold all of the securities that are included
in the Underlying Index. The Fund reserves the right to
invest in substantially all of the securities in its Underlying
Index in approximately the same proportions (i.e., replica-
tion) if NTI determines that it is in the best interest of the
Fund.

The Fund generally will invest under normal circumstances
at least 80% of its total assets (exclusive of collateral held
from securities lending) in the securities of the Underlying
Index and in “TBA Transactions” (defined below) that rep-
resent securities in the Underlying Index. The Fund may

also invest up to 20% of its assets in cash and cash equiva-
lents, including shares of money market funds advised by
NTI or its affiliates, futures contracts and options on
futures contracts, as well as securities not included in the
Underlying Index, but which NTI believes will help the
Fund track its Underlying Index. Most transactions in
mortgage pass-through securities occur through standard-
ized contracts for future delivery in which the exact mort-
gage pools to be delivered are not specified until a few days
prior to settlement, referred to as a “to-be announced
transaction” or “TBA Transaction.” In a TBA Transaction,
the buyer and seller agree upon general trade parameters
such as agency, coupon rate, settlement date, par amount
and price. The actual pools delivered generally are deter-
mined two days prior to the settlement date. The Fund
expects to enter into such contracts on a regular basis, and
pending settlement of such contracts, the Fund will invest
its assets in liquid, short-term instruments, which may
include shares of money market funds advised by NTI or
its affiliates. The Fund will assume its pro rata share of the
fees and expenses of any money market fund, in which it
may invest, in addition to the Fund’s own fees and
expenses.

The Underlying Index is sponsored by ICE Data Indices,
LLC (the “Index Provider” or “ICE”). The Index Provider is
not affiliated with the Fund or NTI. The Index Provider
determines the composition and relative weightings of the
securities in the Underlying Index in accordance with a
published methodology and disseminates information
regarding the market value of the Underlying Index. The
Underlying Index is rebalanced on the last calendar day of
each month. As of December 31, 2018, there were 185 MBS
in the Underlying Index.

The Fund may lend securities representing up to one-third
of the value of the Fund’s total assets (including the value
of the collateral received).

Industry Concentration Policy. The Fund will concentrate
its investments (i.e., hold 25% or more of its total assets) in
a particular industry or group of industries to approxi-
mately the same extent that the Underlying Index is con-
centrated. For purposes of this limitation, securities of the
U.S. government (including its agencies and instrumentali-
ties) are not considered to be issued by members of any
industry.

FlexShares® Disciplined Duration MBS Index Fund (cont.)

111



Principal Risks
As with any investment, you could lose all or part of your
investment in the Fund, and the Fund’s performance could
trail that of other investments. The Fund is subject to the
principal risks noted below, any of which may adversely
affect the Fund’s net asset value (“NAV”), trading price,
yield, total return and ability to meet its investment objec-
tive.

Authorized Participant Concentration Risk is the risk that
the Fund may be adversely affected because it has a limited
number of institutions that act as authorized participants
(“Authorized Participants”). Only an Authorized Partici-
pant may engage in creation or redemption transactions
directly with the Fund. To the extent that these institutions
exit the business or are unable to proceed with creation
and/or redemption orders with respect to the Fund and no
other Authorized Participant is able to step forward to cre-
ate or redeem Creation Units (as defined below), Fund
shares may trade at a discount to NAV and possibly face
trading halts and/or delisting.

Calculation Methodology Risk is the risk that the Under-
lying Index’s calculation methodology or sources of infor-
mation may not provide an accurate assessment of
included issuers or correct valuation of securities, nor is the
availability or timeliness of the production of the Index
guaranteed.

Concentration Risk is the risk that, to the extent the
Fund’s investments are concentrated in the securities of
issuers in a particular region, country, market, industry,
sector or asset class, the Fund may be subject to increased
price volatility and may be more susceptible to adverse eco-
nomic, market, political or regulatory occurrences affecting
that region, country, market, industry, sector or asset class.

Credit (or Default) Risk is the risk that the inability or
unwillingness of an issuer or guarantor of a fixed-income
security, or a counterparty to a TBA Transaction, repur-
chase or other transaction, to meet its payment or other
financial obligations will adversely affect the value of the
Fund’s investments and its returns. Changes in an issuer’s
credit rating or the market’s perception of an issuer’s cred-
itworthiness may also adversely affect the value of the
Fund’s investment in that issuer. The degree of credit risk
depends on the issuer’s or counterparty’s financial condi-
tion and on the terms of the securities.

Cyber Security and Operational Risk is the risk that the
Fund and its service providers may experience disruptions
that arise from breaches in cyber security, human error,
processing and communications errors, counterparty or
third-party errors, technology or systems failures, any of
which may have an adverse impact on the Fund. Failures or
breaches of the electronic systems of the Fund, the Fund’s
adviser, distributor, and other service providers, market
makers, Authorized Participants or the issuers of securities
in which the Fund invests have the ability to cause disrup-
tions and negatively impact the Fund’s business operations,
potentially resulting in financial losses to the Fund and its
shareholders.

Debt Extension Risk is the risk that an issuer will exercise
its right to pay principal on an obligation held by the Fund
(such as a mortgage-backed security) later than expected.
This may happen during a period of rising interest rates.
Under these circumstances, the value of the obligation will
decrease and the Fund will suffer from the inability to
invest in higher yielding securities.

Derivatives Risk is the risk of investing in derivative
instruments, such as futures contracts and options on
futures contracts. These risks include liquidity, interest
rate, market, credit, counterparty and management risks,
as well as the risk of mispricing or improper valuation.
Changes in the value of a derivative may not correlate per-
fectly with the underlying asset, rate or index, and the Fund
could lose more than the principal amount invested.

High Portfolio Turnover Risk is the risk that active and
frequent trading of the Fund’s portfolio securities may
result in increased transaction costs to the Fund, including
brokerage commissions, dealer mark-ups and other trans-
action costs, which could reduce the Fund’s return.

Income Risk is the risk that the Fund’s income may decline
when interest rates fall. This decline can occur because the
Fund must invest in lower-yielding bonds as bonds in its
portfolio mature, bonds in the Underlying Index are sub-
stituted or the Fund otherwise needs to purchase additional
bonds.

Interest Rate/Maturity Risk is the risk that the value of the
Fund’s fixed-income assets will decline because of rising
interest rates. The magnitude of this decline will often be
greater for longer-term fixed-income securities than
shorter-term fixed-income securities. Duration is a mea-
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sure used to determine the sensitivity of a security’s price
to changes in interest rates. The longer a security’s dura-
tion, the more sensitive it will be to changes in interest
rates. The Fund currently faces a heightened level of inter-
est rate risk because interest rates are at historically low
levels, but are expected to increase in the future with
unpredictable effects on the markets and the Fund’s invest-
ments. An increase in interest rates may lead to heightened
volatility in the fixed-income markets and may adversely
affect the liquidity of certain fixed-income investments.
The average effective duration of the Fund’s portfolio secu-
rities may be longer or shorter than the average effective
duration of the MBS of the Underlying Index. Although
the Underlying Index is designed so that the average effec-
tive duration of the MBS represented in the Index generally
will range between 3.25 and 4.25 years, there is no guaran-
tee that it will do so. The Fund will continue to seek to
track the Underlying Index. There is also the risk that the
Fund may have a longer or shorter average effective dura-
tion than that of the MBS in the Underlying Index as a
result of tracking error. A portfolio of securities with a lon-
ger average effective duration is generally considered to
have a higher risk profile than a portfolio with a shorter
average effective duration.

Liquidity Risk is the risk that certain portfolio securities
may be less liquid than others, which may make them diffi-
cult or impossible to sell at the time and the price that the
Fund would like, adversely affecting the value of the Fund’s
investments and its returns. Illiquid investments may be
harder to value, especially in changing markets, and if the
Fund is forced to sell these investments to meet redemption
requests or for other cash needs, the Fund may suffer a loss.
Liquidity risk may result from the lack of an active market,
reduced number and capacity of traditional market partici-
pants to make a market in fixed income securities, and may
be magnified in a rising interest rate environment or other
circumstances where investor redemptions from fixed
income funds may be higher than normal, causing
increased supply in the market due to selling activity. The
market for certain investments may become illiquid under
adverse market or economic conditions independent of any
specific adverse changes in the conditions of a particular
issuer. In such cases, the Fund, due to limitations on invest-
ments in illiquid securities and/or purchasing and selling
such investments, may be unable to achieve a high degree

of correlation with the Underlying Index. Additionally, in
adverse market conditions, the Fund’s market price may
begin to reflect illiquidity or pricing uncertainty of the
Fund’s portfolio securities. This could lead to the Fund’s
shares trading at a price that is higher or lower than the
Fund’s net asset value. At times, such differences may be
significant.

Market Risk is the risk that general market conditions,
such as real or perceived adverse economic or political con-
ditions, inflation, changes in interest rates, lack of liquidity
in the bond markets, volatility in the equities market or
adverse investor sentiment could cause the value of your
investment in the Fund to decline. It includes the risk that a
particular style of investing, such as growth or value, may
underperform the market generally. The market value of
the securities in which the Fund invests may go up or down
in response to the prospects of individual companies, par-
ticular sectors or governments and/or general economic
conditions throughout the world due to increasingly inter-
connected global economies and financial markets.

Market Trading Risk is the risk that the Fund faces because
its shares are listed on a securities exchange, including the
potential lack of an active market for Fund shares, losses
from trading in secondary markets, periods of high volatil-
ity and disruption in the creation/redemption process of
the Fund. ANY OF THESE FACTORS MAY LEAD TO THE
FUND’S SHARES TRADING AT A PREMIUM OR DIS-
COUNT TO NAV.

Trading in Fund shares may be halted due to market condi-
tions or for reasons that, in the view of its listing exchange,
make trading in the shares inadvisable. The market prices
of Fund shares will generally fluctuate in accordance with
changes in its NAV, changes in the relative supply of, and
demand for, Fund shares, and changes in the liquidity, or
the perceived liquidity, of the Fund’s holdings.

Mortgage-Backed Pass-Through Securities Risk is the risk
of investing in mortgage-backed securities issued by a US
Agency. These securities may not be backed by the full faith
and credit of the U.S. government. Mortgage-backed secu-
rities are subject to Credit (or Default) Risk, Interest Rate/
Maturity Risk, Debt Extension Risk and Prepayment (or
Call) Risk. Because of these risks, mortgage-backed securi-
ties react differently to changes in interest rates than other
bonds. Small movements in interest rates (both increases
and decreases) may quickly and significantly reduce the
value of certain mortgage-backed securities.
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Passive Investment Risk is the risk that the Fund is not
actively managed and NTI does not attempt to take defen-
sive positions in any market conditions, including declin-
ing markets.

Prepayment (or Call) Risk is the risk that an issuer of a
security held by the Fund may “call” or prepay the security
before its stated maturity, during periods of falling interest
rates, e.g., which may result in the Fund having to invest
the proceeds at lower interest rates, resulting in a decline in
the Fund’s income.

Securities Lending Risk is the risk that the Fund may lose
money because the borrower of the loaned securities fails
to return the securities in a timely manner or at all. The
Fund could also lose money in the event of a decline in the
value of collateral provided for loaned securities or a
decline in the value of any investments made with cash
collateral.

Tracking Error Risk is the risk that the Fund’s perfor-
mance may vary substantially from the performance of the
Underlying Index. The Fund employs a representative sam-
pling strategy, and may incur tracking error to a greater
extent than a fund that seeks to replicate an index. The rep-
resentative sampling strategy used by NTI may fail to pro-
duce the intended results.

U.S. Government Securities Risk is the risk that the U.S.
government will not provide financial support to its agen-
cies, instrumentalities or sponsored enterprises if it is not
obligated to do so by law. Many U.S. government securities
that may be purchased by the Fund are not backed by the
full faith and credit of the United States. It is possible that
the issuers of such securities will not have the funds to
meet their payment obligations in the future.

U.S. Issuer Risk is the risk that certain changes in the U.S.
economy, such as when the U.S. economy weakens or when
its financial markets decline, may have an adverse effect on
the securities to which the Fund has exposure.

Valuation Risk is the risk that the sale price the Fund could
receive for a portfolio security may differ from the Fund’s
valuation of the security, particularly for securities that
trade in low volume or volatile markets or that are valued
using a fair value methodology. In addition, the value of
the securities in the Fund’s portfolio may change on days
when shareholders will not be able to purchase or sell the

Fund’s shares. The Fund relies on various sources to calcu-
late its NAV. The information may be provided by third
parties that are believed to be reliable, but the information
may not be accurate due to errors by such pricing sources,
technological issues or otherwise.

It is possible to lose money on an investment in the Fund.
An investment in the Fund is not a deposit of any bank
and is not insured or guaranteed by the Federal Deposit
Insurance Corporation, any other government agency, or
The Northern Trust Company, its affiliates, subsidiaries
or any other bank.

Fund Performance
The bar chart and table that follow show how the Fund has
performed on a calendar year basis and provide an indica-
tion of the risks of investing in the Fund. Past performance
(before and after taxes) does not necessarily indicate how
the Fund will perform in the future. Updated information
on the Fund’s performance results can be obtained by visit-
ing www.flexshares.com.

Calendar Year Total Returns

1.23% 1.36% 1.20%

0.07%
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For the period shown in the bar chart above:

Best Quarter (3/31/2016): 1.53%

Worst Quarter (12/31/2016): -1.71%
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Average Annual Total Returns

(for the periods ended December 31, 2018)

One
Year

Since
Inception
of Fund

Inception
Date
of Fund

Before Taxes 0.07% 1.16% 9/3/2014

After Taxes on Distributions -1.23% -0.20% —

After Taxes on Distributions
and Sale of Shares 0.03% 0.28% —

ICE BofA Merrill Lynch®

Constrained Duration US
Mortgage Backed
Securities IndexSM* 0.51% 1.59% —

* Reflects no deduction for fees, expenses or taxes.

After-tax returns are calculated using the historical highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may dif-
fer from those shown. After-tax returns shown are not rel-
evant to investors who hold shares through tax-deferred
arrangements, such as 401(k) plans or individual retire-
ment plans. After-tax returns may exceed the return before
taxes due to an assumed tax benefit from realizing a capital
loss on a sale of Fund shares.

Management
Investment Adviser and Portfolio Managers. Northern
Trust Investments, Inc., a subsidiary of Northern Trust
Corporation, serves as the Investment Adviser of the Fund.
Bradley Camden, Senior Vice President of Northern Trust
Investments, Inc., and Kevin O’Shaughnessy, Vice President
of Northern Trust Investments, Inc., have served as Portfo-
lio Managers of the Fund since its inception and May 2016,
respectively.

Purchase and Sale of Fund Shares
The Fund is an exchange-traded fund (commonly referred
to as an “ETF”). Individual Fund shares may only be pur-
chased and sold on a national securities exchange through
a broker-dealer. The price of Fund shares is based on mar-
ket price, and because ETF shares trade at market prices
rather than NAV, shares may trade at a price greater than
NAV (a premium) or less than NAV (a discount). The Fund
will only issue or redeem shares that have been aggregated

into blocks of 50,000 shares or multiples thereof (“Creation
Units”) to Authorized Participants who have entered into
agreements with the Fund’s distributor. The Fund will issue
or redeem Creation Units in return for a basket of assets
that the Fund specifies each day.

Tax Information
The Fund’s distributions are generally taxable to you as
ordinary income, capital gains, or a combination of the
two, unless you are investing through a tax-exempt or tax-
deferred arrangement, such as a 401(k) plan or an indi-
vidual retirement account. Distributions may be taxable
upon withdrawal from tax-deferred accounts.

Payments to Brokers-Dealers and Other
Financial Intermediaries
If you purchase the Fund through a broker-dealer or other
financial intermediary (such as a bank), NTI and its related
companies may pay the intermediary for activities related
to the marketing and promotion of the Fund. These pay-
ments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson
to recommend the Fund over another investment. Ask your
salesperson or visit your financial intermediary’s website
for more information.
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Investment Objective
The Fund seeks investment results that correspond gener-
ally to the price and yield performance, before fees and
expenses, of the Northern Trust Credit-Scored US Corpo-
rate Bond IndexSM (the “Underlying Index”).

Fees and Expenses of the Fund
This table describes the fees and expenses that you may pay
if you buy and hold shares of the Fund. Under the Fund’s
Investment Advisory Agreement, the Fund is responsible
for the following expenses: interest expenses, brokerage
commissions and other trading expenses, fees and expenses
of the independent trustees and their independent legal
counsel, taxes and other extraordinary costs such as litiga-
tion and other expenses not incurred in the ordinary
course of business. You will also incur usual and customary
brokerage commissions when buying or selling shares of
the Fund in the secondary market, which are not reflected
in the example that follows:

Annual Fund Operating Expenses (expenses that you pay each
year as a percentage of the value of your investment)
Management Fees 0.22%

Distribution (12b-1) Fees 0.00%

Other Expenses(1) 0.00%(2)

Total Annual Fund Operating Expenses(1) 0.22%

Expense Reimbursement(3) 0.00%(2)

Total Annual Fund Operating Expenses After
Expense Reimbursement(1) 0.22%

(1) “Other Expenses”, “Total Annual Fund Operating Expenses”
and “Total Annual Fund Operating Expenses After Expense
Reimbursement” have been restated to reflect current expenses.
“Other expenses” include fees and expenses of the independent
trustees and their independent legal counsel.

(2) Amount is less than 0.005%.
(3) Northern Trust Investments, Inc. (“NTI” or “Investment Adviser”)

has contractually agreed to reimburse certain expenses of the
Trust’s independent trustees until March 1, 2020. The Fund’s
Board of Trustees may terminate the contractual arrangement at
any time if it determines that it is in the best interest of the Fund
and its shareholders. “Expense Reimbursement” has been
restated to reflect current expenses and contractual expense
reimbursement arrangements.

Example
The following Example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and

then redeem all of your shares at the end of those periods.
The Example also assumes that your investment has a 5%
return each year and that the Fund’s operating expenses
remain the same (taking into account the expense reim-
bursement arrangement for one year). Although your
actual costs may be higher or lower, based on these
assumptions your costs would be:

1 Year $ 23
3 Years $ 71
5 Years $124
10 Years $280

Portfolio Turnover. The Fund pays transaction costs, such
as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher
taxes when Fund shares are held in a taxable account. These
costs, which are not reflected in annual fund operating
expenses or in the Example, affect the Fund’s performance.
Portfolio turnover may vary from year to year, as well as
within a year. During the most recent fiscal year, the Fund’s
portfolio turnover rate was 76% of the average value of its
portfolio.

Principal Investment Strategies
The Underlying Index reflects the performance of a broad
universe of US-dollar denominated bonds of companies
that are considered by the Index Provider to have higher
credit quality, lower risk of default and the potential for
higher yield, price appreciation and liquidity relative to the
universe of securities comprising the Northern Trust US
Investment-Grade Corporate Bond IndexSM (the “Parent
Index”), pursuant to the Underlying Index’s index method-
ology. The Underlying Index is designed to outperform the
Parent Index on a risk-adjusted basis, as measured by a
combination of yield return and price appreciation. Securi-
ties included in the Underlying Index are component secu-
rities of the Parent Index. The Underlying Index begins
with the Parent Index and then follows a rules-based meth-
odology to select and calculate optimal weights for securi-
ties in the Underlying Index based on liquidity and security
issuers’ fundamental factors, as determined by NTI, in its
capacity as index provider (the “Index Provider”). In order
to be eligible for inclusion in the Underlying Index, a bond
must have $500 million or greater outstanding principal at
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the time of Index reconstitution and be issued by the top
80% of issuers represented in the Parent Index based on the
issuers’ respective total outstanding market capitalization
of debt. The Parent Index is market capitalization-weighted
based on total outstanding debt issuance and is comprised
of US dollar denominated, investment grade bonds. In
order to be eligible for inclusion in the Parent Index, a
security must be a fixed rate taxable bond that is either
publicly offered in the U.S. or that is offered pursuant to
Rule 144A under the Securities Act of 1933, as amended
(the “Securities Act”), with registration rights. A security
also must be rated, at the time of inclusion in the Parent
Index, within the top four rating categories by a Nationally
Recognized Statistical Rating Organization (“NRSRO”) or
of comparable quality as determined by the Index Provider.
In addition, an eligible bond must have (a) a final time to
stated maturity that is greater than or equal to two years
but less than ten years and (b) at least $250 million in out-
standing principal. As of December 31, 2018, there were
1,378 issues in the Underlying Index. The Underlying
Index is governed by transparent, objective rules for secu-
rity selection, exclusion, rebalancing and adjustments for
corporate actions.

NTI uses a “passive” or indexing approach to try to achieve
the Fund’s investment objective. Unlike many investment
companies, the Fund does not try to “beat” the index it
tracks and does not seek temporary defensive positions
when markets decline or appear overvalued. In addition to
tracking the performance of the Underlying Index, the
Investment Adviser seeks to minimize portfolio turnover
and tax inefficiencies.

NTI uses representative sampling strategy to manage the
Fund. “Representative sampling” is investing in a represen-
tative sample of securities that collectively has an invest-
ment profile similar to the Underlying Index. The Fund
may or may not hold all of the securities that are included
in the Underlying Index. The Fund reserves the right to
invest in substantially all of the securities in its Underlying
Index in approximately the same proportions (i.e., replica-
tion) if NTI determines that it is in the best interest of the
Fund.

The Fund generally will invest under normal circumstances
at least 80% of its total assets (exclusive of collateral held
from securities lending) in the securities of its Underlying

Index. The Fund may also invest up to 20% of its assets in
cash and cash equivalents, including shares of money mar-
ket funds advised by NTI or its affiliates, futures contracts
and options on futures, as well as securities not included in
the Underlying Index, but which NTI believes will help the
Fund track its Underlying Index.

The Underlying Index is created and sponsored by NTI, as
the Index Provider. NTI also serves as the investment
adviser to the Fund. The Index Provider determines the
composition and relative weightings of the securities in the
Underlying Index and publishes information regarding the
market value of the Underlying Index. The Index is recon-
stituted monthly.

The Fund may lend securities representing up to one-third
of the value of the Fund’s total assets (including the value
of the collateral received).

The Fund is “non-diversified” under the Investment Com-
pany Act of 1940 (“1940 Act”), as amended, and may invest
more of its assets in fewer issuers than “diversified” funds.

Industry Concentration Policy. The Fund will concentrate
its investments (i.e., hold 25% or more of its total assets) in
a particular industry or group of industries to approxi-
mately the same extent that the Underlying Index is con-
centrated. As of January 31, 2019, the Fund was concen-
trated in the following industry: Banks (31.7%). The
components of the Underlying Index, and the degree to
which these components represent certain industries, may
change over time.

Principal Risks
As with any investment, you could lose all or part of your
investment in the Fund, and the Fund’s performance could
trail that of other investments. The Fund is subject to the
principal risks noted below, any of which may adversely
affect the Fund’s net asset value (“NAV”), trading price,
yield, total return and ability to meet its investment objec-
tive.

Authorized Participant Concentration Risk is the risk that
the Fund may be adversely affected because it has a limited
number of institutions that act as authorized participants
(“Authorized Participants”). Only an Authorized Partici-
pant may engage in creation or redemption transactions
directly with the Fund. To the extent that these institutions
exit the business or are unable to proceed with creation
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and/or redemption orders with respect to the Fund and no
other Authorized Participant is able to step forward to cre-
ate or redeem Creation Units (as defined below), Fund
shares may trade at a discount to NAV and possibly face
trading halts and/or delisting.

Calculation Methodology Risk is the risk that the Under-
lying Index’s calculation methodology or sources of infor-
mation may not provide an accurate assessment of
included issuers or correct valuation of securities, nor is the
availability or timeliness of the production of the Index
guaranteed.

Concentration Risk is the risk that, to the extent the
Fund’s investments are concentrated in the securities of
issuers in a particular region, country, market, industry,
sector or asset class, the Fund may be subject to increased
price volatility and may be more susceptible to adverse eco-
nomic, market, political or regulatory occurrences affecting
that region, country, market, industry, sector or asset class.
The Fund may be adversely impacted by events affecting
the U.S. and non-U.S. financial sector.

Corporate Bond Risk. Corporate debt securities are sub-
ject to the risk of the issuer’s inability to meet principal and
interest payments on the obligation and may also be sub-
ject to price volatility due to such factors as interest rate
sensitivity, market perception of the creditworthiness of
the issuer and general market liquidity. When interest rates
rise, the value of corporate debt can be expected to decline.
Debt securities with longer maturities tend to be more sen-
sitive to interest rate movements than those with shorter
maturities.

Credit (or Default) Risk is the risk that the inability or
unwillingness of an issuer or guarantor of a fixed-income
security, or a counterparty to a TBA, repurchase or other
transaction, to meet its payment or other financial obliga-
tions will adversely affect the value of the Fund’s invest-
ments and its returns. Changes in an issuer’s credit rating
or the market’s perception of an issuer’s creditworthiness
may also adversely affect the value of the Fund’s investment
in that issuer. Although the Underlying Index is designed to
measure a portfolio of bonds of companies with higher
credit quality and low risk of default relative to the Parent
Index, there is no assurance that the Underlying Index or
Fund will be comprised of such securities or that compa-
nies that have historically exhibited fundamentals consis-

tent with high credit quality will continue to exhibit such
fundamentals. The degree of credit risk depends on the
issuer’s or counterparty’s financial condition and on the
terms of the securities.

Cyber Security and Operational Risk is the risk that the
Fund and its service providers may experience disruptions
that arise from breaches in cyber security, human error,
processing and communications errors, counterparty or
third-party errors, technology or systems failures, any of
which may have an adverse impact on the Fund. Failures or
breaches of the electronic systems of the Fund, the Fund’s
adviser, distributor, and other service providers, market
makers, Authorized Participants or the issuers of securities
in which the Fund invests have the ability to cause disrup-
tions and negatively impact the Fund’s business operations,
potentially resulting in financial losses to the Fund and its
shareholders.

Debt Extension Risk is the risk that an issuer will exercise
its right to pay principal on an obligation held by the Fund
later than expected. This may happen during a period of
rising interest rates. Under these circumstances, the value
of the obligation will decrease and the Fund will suffer
from the inability to invest in higher yielding securities.

Derivatives Risk is the risk of investing in derivative
instruments, such as futures contracts and options on
futures contracts. These risks include liquidity, interest
rate, market, credit, counterparty and management risks,
as well as the risk of mispricing or improper valuation.
Changes in the value of a derivative may not correlate per-
fectly with the underlying asset, rate or index, and the Fund
could lose more than the principal amount invested.

Financial Sector Risk is the risk that the Fund will be
impacted by events affecting the financial sector if it invests
a relatively large percentage of its assets in that sector,
adversely affecting the Fund’s performance. As of Decem-
ber 31, 2018, the Fund was concentrated in the banking
industry. The financial sector, including the banking indus-
try, can be significantly affected by changes in interest rates,
government regulation, the rate of corporate and consumer
debt defaulted, price competitions and the availability and
cost of capital funds.

Income Risk is the risk that the Fund’s income may decline
when interest rates fall. This decline can occur because the
Fund must invest in lower-yielding bonds as bonds in its
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portfolio mature, bonds in the Underlying Index are sub-
stituted or the Fund otherwise needs to purchase additional
bonds.

Interest Rate/Maturity Risk is the risk that the value of the
Fund’s fixed-income assets will decline because of rising
interest rates. The magnitude of this decline will often be
greater for longer-term fixed-income securities than
shorter-term fixed-income securities. Duration is a mea-
sure used to determine the sensitivity of a security’s price
to changes in interest rates. The longer a security’s dura-
tion, the more sensitive it will be to changes in interest
rates. The Fund currently faces a heightened level of inter-
est rate risk because interest rates are at historically low
levels, but are expected to increase in the future with
unpredictable effects on the markets and the Fund’s invest-
ments. An increase in interest rates may lead to heightened
volatility in the fixed-income markets and may adversely
affect the liquidity of certain fixed-income investments.

Liquidity Risk is the risk that certain portfolio securities
may be less liquid than others, which may make them diffi-
cult or impossible to sell at the time and the price that the
Fund would like, adversely affecting the value of the Fund’s
investments and its returns. Illiquid investments may be
harder to value, especially in changing markets, and if the
Fund is forced to sell these investments to meet redemption
requests or for other cash needs, the Fund may suffer a loss.
Liquidity Risk may result from the lack of an active market,
reduced number and capacity of traditional market partici-
pants to make a market in fixed income securities, and may
be magnified in a rising interest rate environment or other
circumstances where investor redemptions from fixed
income funds may be higher than normal, causing
increased supply in the market due to selling activity. The
market for certain investments may become illiquid under
adverse market or economic conditions independent of any
specific adverse changes in the conditions of a particular
issuer. In such cases, the Fund, due to limitations on invest-
ments in illiquid securities and/or purchasing and selling
such investments, may be unable to achieve a high degree
of correlation with the Underlying Index. Additionally, in
adverse market conditions, the Fund’s market price may
begin to reflect illiquidity or pricing uncertainty of the
Fund’s portfolio securities. This could lead to the Fund’s
shares trading at a price that is higher or lower than the
Fund’s net asset value. At times, such differences may be
significant.

Market Risk is the risk that general market conditions,
such as real or perceived adverse economic or political con-
ditions, inflation, changes in interest rates, lack of liquidity
in the bond markets, volatility in the equities market or
adverse investor sentiment could cause the value of your
investment in the Fund to decline. The market value of the
securities in which the Fund invests may go up or down in
response to the prospects of individual companies, particu-
lar sectors or governments and/or general economic condi-
tions throughout the world due to increasingly intercon-
nected global economies and financial markets.

Market Trading Risk is the risk that the Fund faces because
its shares are listed on a securities exchange, including the
potential lack of an active market for Fund shares, losses
from trading in secondary markets, periods of high volatil-
ity and disruption in the creation/redemption process of
the Fund. ANY OF THESE FACTORS MAY LEAD TO THE
FUND’S SHARES TRADING AT A PREMIUM OR DIS-
COUNT TO NAV.

Trading in Fund shares may be halted due to market condi-
tions or for reasons that, in the view of its listing exchange,
make trading in the shares inadvisable. The market prices
of Fund shares will generally fluctuate in accordance with
changes in its NAV, changes in the relative supply of, and
demand for, Fund shares, and changes in the liquidity, or
the perceived liquidity, of the Fund’s holdings.

Non-Diversification Risk is the risk that Fund perfor-
mance may depend on the performance of a small number
of issuers because the Fund may invest a large percentage of
its assets in securities issued by or representing a small
number of issuers.

Non-U.S. Issuer Risk is the risk the Fund faces because it
may invest in U.S. dollar denominated bonds of non-U.S.
corporations to the extent such bonds are included in the
Underlying Index. The Fund’s investments in bonds of
non-U.S. issuers may involve certain risks that are greater
than those associated with investments in securities of U.S.
issuers. These include the risks of adverse economic, politi-
cal, diplomatic, financial and regulatory conditions that
may affect non-U.S. issuers.

Passive Investment Risk is the risk that the Fund is not
actively managed and NTI does not attempt to take defen-
sive positions in any market conditions, including declin-
ing markets.
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Prepayment (or Call) Risk is the risk that an issuer of a
security held by the Fund may “call” or prepay the security
before its stated maturity, during periods of falling interest
rates, e.g., which may result in the Fund having to invest
the proceeds at lower interest rates, resulting in a decline in
the Fund’s income.

Securities Lending Risk is the risk that the Fund may lose
money because the borrower of the loaned securities fails
to return the securities in a timely manner or at all. The
Fund could also lose money in the event of a decline in the
value of collateral provided for loaned securities or a
decline in the value of any investments made with cash
collateral.

Tracking Error Risk is the risk that the Fund’s perfor-
mance may vary substantially from the performance of the
Underlying Index. The Fund employs a representative sam-
pling strategy, and may incur tracking error to a greater
extent than a fund that seeks to replicate an index. The rep-
resentative sampling strategy used by NTI may fail to pro-
duce the intended results.

U.S. Issuer Risk is the risk that certain changes in the U.S.
economy, such as when the U.S. economy weakens or when
its financial markets decline, may have an adverse effect on
the securities to which the Fund has exposure.

Valuation Risk is the risk that the sale price the Fund could
receive for a portfolio security may differ from the Fund’s
valuation of the security, particularly for securities that
trade in low volume or volatile markets or that are valued
using a fair value methodology. In addition, the value of
the securities in the Fund’s portfolio may change on days
when shareholders will not be able to purchase or sell the
Fund’s shares. The Fund relies on various sources to calcu-
late its NAV. The information may be provided by third
parties that are believed to be reliable, but the information
may not be accurate due to errors by such pricing sources,
technological issues or otherwise.

It is possible to lose money on an investment in the Fund.
An investment in the Fund is not a deposit of any bank
and is not insured or guaranteed by the Federal Deposit
Insurance Corporation, any other government agency, or
The Northern Trust Company, its affiliates, subsidiaries
or any other bank.

Fund Performance
The bar chart and table that follow show how the Fund has
performed on a calendar year basis and provide an indica-

tion of the risks of investing in the Fund. Past performance
(before and after taxes) does not necessarily indicate how
the Fund will perform in the future. Updated information
on the Fund’s performance results can be obtained by visit-
ing www.flexshares.com.
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Calendar Year Total Returns
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For the period shown in the bar chart above:

Best Quarter (3/31/2016): 3.05%

Worst Quarter (12/31/2016): -2.42%

Average Annual Total Returns

(for the periods ended December 31, 2018)

One
Year

Since
Inception
of Fund

Inception
Date
of Fund

Before Taxes -0.82% 1.99% 11/12/2014

After Taxes on
Distributions -1.96% 0.89% —

After Taxes on
Distributions and Sale of
Shares -0.49% 1.03% —

Bloomberg Barclays
Intermediate
U.S. Corporate Bond
Index* -0.23% 2.18% —

Northern Trust Credit-
Scored US Corporate
Bond IndexSM* -0.43% 2.33% —

* Reflects no deduction for fees, expenses or taxes.

After-tax returns are calculated using the historical highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may dif-
fer from those shown. After-tax returns shown are not rel-
evant to investors who hold shares through tax-deferred
arrangements, such as 401(k) plans or individual retire-
ment plans. After-tax returns may exceed the return before
taxes due to an assumed tax benefit from realizing a capital
loss on a sale of Fund shares.

Management
Investment Adviser and Portfolio Managers. Northern
Trust Investments, Inc., a subsidiary of Northern Trust

Corporation, serves as the Investment Adviser of the Fund.
Bradley Camden, Senior Vice President of Northern Trust
Investments, Inc., Mike T. Doyle, Vice President of North-
ern Trust Investments, Inc., and Brandon Ferguson, Vice
President of Northern Trust Investments, Inc., have served
as Portfolio Managers of the Fund since its inception.

Purchase and Sale of Fund Shares
The Fund is an exchange-traded fund (commonly referred
to as an “ETF”). Individual Fund shares may only be pur-
chased and sold on a national securities exchange through
a broker-dealer. The price of Fund shares is based on mar-
ket price, and because ETF shares trade at market prices
rather than NAV, shares may trade at a price greater than
NAV (a premium) or less than NAV (a discount). The Fund
will only issue or redeem shares that have been aggregated
into blocks of 50,000 shares or multiples thereof (“Creation
Units”) to Authorized Participants who have entered into
agreements with the Fund’s distributor. The Fund will issue
or redeem Creation Units in return for a basket of assets
that the Fund specifies each day.

Tax Information
The Fund’s distributions are generally taxable to you as
ordinary income, capital gains, or a combination of the
two, unless you are investing through a tax-exempt or tax-
deferred arrangement, such as a 401(k) plan or an indi-
vidual retirement account. Distributions may be taxable
upon withdrawal from tax-deferred accounts.

Payments to Brokers-Dealers and Other
Financial Intermediaries
If you purchase the Fund through a broker-dealer or other
financial intermediary (such as a bank), NTI and its related
companies may pay the intermediary for activities related
to the marketing and promotion of the Fund. These pay-
ments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson
to recommend the Fund over another investment. Ask your
salesperson or visit your financial intermediary’s website
for more information.
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Investment Objective
The Fund seeks investment results that correspond gener-
ally to the price and yield performance, before fees and
expenses, of the Northern Trust Credit-Scored US Long
Corporate Bond IndexSM (the “Underlying Index”).

Fees and Expenses of the Fund
This table describes the fees and expenses that you may pay
if you buy and hold shares of the Fund. Under the Fund’s
Investment Advisory Agreement, the Fund is responsible
for the following other expenses: interest expenses, broker-
age commissions and other trading expenses, fees and
expenses of the independent trustees and their indepen-
dent legal counsel, taxes and other extraordinary costs such
as litigation and other expenses not incurred in the ordi-
nary course of business. You will also incur usual and cus-
tomary brokerage commissions when buying or selling
shares of the Fund in the secondary market, which are not
reflected in the example that follows:

Annual Fund Operating Expenses (expenses that you pay each
year as a percentage of the value of your investment)
Management Fees 0.22%

Distribution (12b-1) Fees 0.00%

Other Expenses(1) 0.00%(2)

Total Annual Fund Operating Expenses(1) 0.22%

Expense Reimbursement(3) 0.00%(2)

Total Annual Fund Operating Expenses After
Expense Reimbursement(1) 0.22%

(1) “Other Expenses”, “Total Annual Fund Operating Expenses”
and “Total Annual Fund Operating Expenses After Expense
Reimbursement” have been restated to reflect current expenses.
“Other expenses” include fees and expenses of the independent
trustees and their independent legal counsel.

(2) Amount is less than 0.005%.
(3) Northern Trust Investments, Inc. (“NTI” or “Investment Adviser”)

has contractually agreed to reimburse certain expenses of the
Trust’s independent trustees until March 1, 2020. The Fund’s
Board of Trustees may terminate the contractual arrangement at
any time if it determines that it is in the best interest of the Fund
and its shareholders. “Expense Reimbursement” has been
restated to reflect current expenses and contractual expense
reimbursement arrangements.

Example
The following Example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and

then redeem all of your shares at the end of those periods.
The Example also assumes that your investment has a 5%
return each year and that the Fund’s operating expenses
remain the same (taking into account the expense reim-
bursement arrangement for one year). Although your
actual costs may be higher or lower, based on these
assumptions your costs would be:

1 Year $ 23
3 Years $ 71
5 Years $124
10 Years $280

Portfolio Turnover. The Fund pays transaction costs, such
as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher
taxes when Fund shares are held in a taxable account. These
costs, which are not reflected in annual fund operating
expenses or in the Example, affect the Fund’s performance.
Portfolio turnover may vary from year to year, as well as
within a year. During the most recent fiscal year, the Fund’s
portfolio turnover rate was 93% of the average value of its
portfolio.

Principal Investment Strategies
The Underlying Index reflects the performance of a broad
universe of US-dollar denominated bonds of companies
that are considered by the Index Provider to have higher
credit quality, lower risk of default and the potential for
higher yield, price appreciation and liquidity relative to the
universe of securities comprising the Northern Trust
Investment-Grade US Long Corporate Bond IndexSM (the
“Parent Index”), pursuant to the Underlying Index’s index
methodology. The Underlying Index is designed to outper-
form the Parent Index on a risk-adjusted basis, as measured
by a combination of yield return and price appreciation.
Securities included in the Underlying Index are component
securities of the Parent Index. The Underlying Index begins
with the Parent Index and then follows a rules-based meth-
odology to select and calculate optimal weights for securi-
ties in the Underlying Index based on liquidity and security
issuers’ fundamental factors, as determined by NTI, in its
capacity as index provider (the “Index Provider”). An eli-
gible bond must have a final time to stated maturity that is
greater than or equal to ten years. In order to be eligible for
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inclusion in the Underlying Index, a bond also must (i) be
a fixed rate taxable bond with $500 million or greater out-
standing principal at the time of Index reconstitution; and
(ii) be either publicly offered in the U.S. or that is offered
pursuant to Rule 144A under the Securities Act of 1933, as
amended (the “Securities Act”), with registration rights. In
addition, a security also must be rated within the top four
rating categories by a Nationally Recognized Statistical Rat-
ing Organization (“NRSRO”) or of comparable quality as
determined by the Index Provider. As of December 31,
2018, there were 856 issues in the Underlying Index. The
Underlying Index is governed by transparent, objective
rules for security selection, exclusion, rebalancing and
adjustments for corporate actions. The Index is reconsti-
tuted monthly.

NTI uses a “passive” or indexing approach to try to achieve
the Fund’s investment objective. Unlike many investment
companies, the Fund does not try to “beat” the index it
tracks and does not seek temporary defensive positions
when markets decline or appear overvalued. In addition to
tracking the performance of the Underlying Index, the
Investment Adviser seeks to minimize portfolio turnover
and tax inefficiencies.

NTI uses representative sampling strategy to manage the
Fund. “Representative sampling” is investing in a represen-
tative sample of securities that collectively has an invest-
ment profile similar to the Underlying Index. The Fund
may or may not hold all of the securities that are included
in the Underlying Index. The Fund reserves the right to
invest in substantially all of the securities in its Underlying
Index in approximately the same proportions (i.e., replica-
tion) if NTI determines that it is in the best interest of the
Fund.

The Fund generally will invest under normal circumstances
at least 80% of its total assets (exclusive of collateral held
from securities lending) in the securities of its Underlying
Index. The Fund may also invest up to 20% of its assets in
cash and cash equivalents, including shares of money mar-
ket funds advised by NTI or its affiliates, futures contracts
and options on futures, as well as securities not included in
the Underlying Index, but which NTI believes will help the
Fund track its Underlying Index.

The Underlying Index is created and sponsored by NTI, as
the Index Provider. NTI also serves as the investment
adviser to the Fund. The Index Provider determines the

composition and relative weightings of the securities in the
Underlying Index and publishes information regarding the
market value of the Underlying Index.

The Fund may lend securities representing up to one-third
of the value of the Fund’s total assets (including the value
of the collateral received).

The Fund is “non-diversified” under the Investment Com-
pany Act of 1940 (“1940 Act”), as amended, and may invest
more of its assets in fewer issuers than “diversified” funds.

Industry Concentration Policy. The Fund will concentrate
its investments (i.e., hold 25% or more of its total assets) in
a particular industry or group of industries to approxi-
mately the same extent that the Underlying Index is con-
centrated.

Principal Risks
As with any investment, you could lose all or part of your
investment in the Fund, and the Fund’s performance could
trail that of other investments. The Fund is subject to the
principal risks noted below, any of which may adversely
affect the Fund’s net asset value (“NAV”), trading price,
yield, total return and ability to meet its investment objec-
tive.

Authorized Participant Concentration Risk is the risk that
the Fund may be adversely affected because it has a limited
number of institutions that act as authorized participants
(“Authorized Participants”). Only an Authorized Partici-
pant may engage in creation or redemption transactions
directly with the Fund. To the extent that these institutions
exit the business or are unable to proceed with creation
and/or redemption orders with respect to the Fund and no
other Authorized Participant is able to step forward to cre-
ate or redeem Creation Units (as defined below), Fund
shares may trade at a discount to NAV and possibly face
trading halts and/or delisting.

Calculation Methodology Risk is the risk that the Under-
lying Index’s calculation methodology or sources of infor-
mation may not provide an accurate assessment of
included issuers or correct valuation of securities, nor is the
availability or timeliness of the production of the Index
guaranteed.

Concentration Risk is the risk that, to the extent the
Fund’s investments are concentrated in the securities of
issuers in a particular region, country, market, industry,
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sector or asset class, the Fund may be subject to increased
price volatility and may be more susceptible to adverse eco-
nomic, market, political or regulatory occurrences affecting
that region, country, market, industry, sector or asset class.

Corporate Bond Risk is the risk the Fund faces because it
invests primarily in bonds issued by corporations. Corpo-
rate debt securities are subject to the risk of the issuer’s
inability to meet principal and interest payments on the
obligation and may also be subject to price volatility due to
such factors as interest rate sensitivity, market perception
of the creditworthiness of the issuer and general market
liquidity. When interest rates rise, the value of corporate
debt can be expected to decline. Debt securities with longer
maturities tend to be more sensitive to interest rate move-
ments than those with shorter maturities.

Credit (or Default) Risk is the risk that the inability or
unwillingness of an issuer or guarantor of a fixed-income
security, or a counterparty to a TBA, repurchase or other
transaction, to meet its payment or other financial obliga-
tions will adversely affect the value of the Fund’s invest-
ments and its returns. Changes in an issuer’s credit rating
or the market’s perception of an issuer’s creditworthiness
may also adversely affect the value of the Fund’s investment
in that issuer. Although the Underlying Index is designed to
measure a portfolio of bonds of companies with higher
credit quality and low risk of default relative to the Parent
Index, there is no assurance that the Underlying Index or
Fund will be comprised of such securities or that compa-
nies that have historically exhibited fundamentals consis-
tent with high credit quality will continue to exhibit such
fundamentals. The degree of credit risk depends on the
issuer’s or counterparty’s financial condition and on the
terms of the securities.

Cyber Security and Operational Risk is the risk that the
Fund and its service providers may experience disruptions
that arise from breaches in cyber security, human error,
processing and communications errors, counterparty or
third-party errors, technology or systems failures, any of
which may have an adverse impact on the Fund. Failures or
breaches of the electronic systems of the Fund, the Fund’s
adviser, distributor, and other service providers, market
makers, Authorized Participants or the issuers of securities
in which the Fund invests have the ability to cause disrup-
tions and negatively impact the Fund’s business operations,
potentially resulting in financial losses to the Fund and its
shareholders.

Debt Extension Risk is the risk that an issuer will exercise
its right to pay principal on an obligation held by the Fund
later than expected. This may happen during a period of
rising interest rates. Under these circumstances, the value
of the obligation will decrease and the Fund will suffer
from the inability to invest in higher yielding securities.

Derivatives Risk is the risk of investing in derivative
instruments, such as futures contracts and options on
futures contracts. These risks include liquidity, interest
rate, market, credit, counterparty and management risks,
as well as the risk of mispricing or improper valuation.
Changes in the value of a derivative may not correlate per-
fectly with the underlying asset, rate or index, and the Fund
could lose more than the principal amount invested.

Financial Sector Risk is the risk that the Fund will be
impacted by events affecting the financial sector if it invests
a relatively large percentage of its assets in that sector,
adversely affecting the Fund’s performance. The financial
sector can be significantly affected by changes in interest
rates, government regulation, the rate of corporate and
consumer debt defaulted, price competitions and the avail-
ability and cost of capital funds.

High Portfolio Turnover Risk is the risk that active and
frequent trading of the Fund’s portfolio securities may
result in increased transaction costs to the Fund, including
brokerage commissions, dealer mark-ups and other trans-
action costs, which could reduce the Fund’s return.

Income Risk is the risk that the Fund’s income may decline
when interest rates fall. This decline can occur because the
Fund must invest in lower-yielding bonds as bonds in its
portfolio mature, bonds in the Underlying Index are sub-
stituted or the Fund otherwise needs to purchase additional
bonds.

Interest Rate/Maturity Risk is the risk that the value of the
Fund’s fixed-income assets will decline because of rising
interest rates. The magnitude of this decline will often be
greater for longer-term fixed-income securities than
shorter-term fixed-income securities. Duration is a mea-
sure used to determine the sensitivity of a security’s price
to changes in interest rates. The longer a security’s dura-
tion, the more sensitive it will be to changes in interest
rates. The Fund currently faces a heightened level of inter-
est rate risk because interest rates are at historically low
levels, but are expected to increase in the future with
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unpredictable effects on the markets and the Fund’s invest-
ments. An increase in interest rates may lead to heightened
volatility in the fixed-income markets and may adversely
affect the liquidity of certain fixed-income investments.

Liquidity Risk is the risk that certain portfolio securities
may be less liquid than others, which may make them diffi-
cult or impossible to sell at the time and the price that the
Fund would like, adversely affecting the value of the Fund’s
investments and its returns. Illiquid investments may be
harder to value, especially in changing markets, and if the
Fund is forced to sell these investments to meet redemption
requests or for other cash needs, the Fund may suffer a loss.
Liquidity Risk may result from the lack of an active market,
reduced number and capacity of traditional market partici-
pants to make a market in fixed income securities, and may
be magnified in a rising interest rate environment or other
circumstances where investor redemptions from fixed
income funds may be higher than normal, causing
increased supply in the market due to selling activity. The
market for certain investments may become illiquid under
adverse market or economic conditions independent of any
specific adverse changes in the conditions of a particular
issuer. In such cases, the Fund, due to limitations on invest-
ments in illiquid securities and/or purchasing and selling
such investments, may be unable to achieve a high degree
of correlation with the Underlying Index. Additionally, in
adverse market conditions, the Fund’s market price may
begin to reflect illiquidity or pricing uncertainty of the
Fund’s portfolio securities. This could lead to the Fund’s
shares trading at a price that is higher or lower than the
Fund’s net asset value. At times, such differences may be
significant.

Market Risk is the risk that general market conditions,
such as real or perceived adverse economic or political con-
ditions, inflation, changes in interest rates, lack of liquidity
in the bond markets, volatility in the equities market or
adverse investor sentiment could cause the value of your
investment in the Fund to decline. The market value of the
securities in which the Fund invests may go up or down in
response to the prospects of individual companies, particu-
lar sectors or governments and/or general economic condi-
tions throughout the world due to increasingly intercon-
nected global economies and financial markets.

Market Trading Risk is the risk that the Fund faces because
its shares are listed on a securities exchange, including the
potential lack of an active market for Fund shares, losses

from trading in secondary markets, periods of high volatil-
ity and disruption in the creation/redemption process of
the Fund. ANY OF THESE FACTORS MAY LEAD TO THE
FUND’S SHARES TRADING AT A PREMIUM OR DIS-
COUNT TO NAV.

Trading in Fund shares may be halted due to market condi-
tions or for reasons that, in the view of its listing exchange,
make trading in the shares inadvisable. The market prices
of Fund shares will generally fluctuate in accordance with
changes in its NAV, changes in the relative supply of, and
demand for, Fund shares, and changes in the liquidity, or
the perceived liquidity, of the Fund’s holdings.

Non-Diversification Risk is the risk that Fund perfor-
mance may depend on the performance of a small number
of issuers because the Fund may invest a large percentage of
its assets in securities issued by or representing a small
number of issuers.

Non-U.S. Issuer Risk is the risk the Fund faces because it
may invest in U.S. dollar denominated bonds of non-U.S.
corporations to the extent such bonds are included in the
Underlying Index. The Fund’s investments in bonds of
non-U.S. issuers may involve certain risks that are greater
than those associated with investments in securities of U.S.
issuers. These include the risks of adverse economic, politi-
cal, diplomatic, financial and regulatory conditions that
may affect non-U.S. issuers.

Passive Investment Risk is the risk that the Fund is not
actively managed and NTI does not attempt to take defen-
sive positions in any market conditions, including declin-
ing markets.

Prepayment (or Call) Risk is the risk that an issuer of a
security held by the Fund may “call” or prepay the security
before its stated maturity, during periods of falling interest
rates, e.g., which may result in the Fund having to invest
the proceeds at lower interest rates, resulting in a decline in
the Fund’s income.

Securities Lending Risk is the risk that the Fund may lose
money because the borrower of the loaned securities fails
to return the securities in a timely manner or at all. The
Fund could also lose money in the event of a decline in the
value of collateral provided for loaned securities or a
decline in the value of any investments made with cash
collateral.
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Tracking Error Risk is the risk that the Fund’s perfor-
mance may vary substantially from the performance of the
Underlying Index. The Fund employs a representative sam-
pling strategy, and may incur tracking error to a greater
extent than a fund that seeks to replicate an index. The rep-
resentative sampling strategy used by NTI may fail to pro-
duce the intended results.

U.S. Issuer Risk is the risk that certain changes in the U.S.
economy, such as when the U.S. economy weakens or when
its financial markets decline, may have an adverse effect on
the securities to which the Fund has exposure.

Valuation Risk is the risk that the sale price the Fund could
receive for a portfolio security may differ from the Fund’s
valuation of the security, particularly for securities that
trade in low volume or volatile markets or that are valued
using a fair value methodology. In addition, the value of
the securities in the Fund’s portfolio may change on days
when shareholders will not be able to purchase or sell the
Fund’s shares. The Fund relies on various sources to calcu-
late its NAV. The information may be provided by third
parties that are believed to be reliable, but the information
may not be accurate due to errors by such pricing sources,
technological issues or otherwise.

It is possible to lose money on an investment in the Fund.
An investment in the Fund is not a deposit of any bank
and is not insured or guaranteed by the Federal Deposit
Insurance Corporation, any other government agency, or
The Northern Trust Company, its affiliates, subsidiaries
or any other bank.

Fund Performance
The bar chart and table that follow show how the Fund has
performed on a calendar year basis and provide an indica-
tion of the risks of investing in the Fund. Past performance
(before and after taxes) does not necessarily indicate how
the Fund will perform in the future. Updated information
on the Fund’s performance results can be obtained by visit-
ing www.flexshares.com.

Calendar Year Total Returns
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For the periods in the bar chart above:

Best Quarter (3/31/2016): 7.56%

Worst Quarter (12/31/2016): -5.56%

Average Annual Total Returns

(for the periods ended December 31, 2018)

One
Year

Since
Inception
of Fund

Inception
Date
of Fund

Before Taxes -7.92% 3.51% 9/23/2015

After Taxes on
Distributions -9.45% 1.57% —

After Taxes on
Distributions and Sale of
Shares -4.68% 1.83% —

Bloomberg Barclays Long
U.S. Corporate Bond
Index* -7.24% 4.05% —

Northern Trust Credit-
Scored US Long
Corporate Bond
IndexSM* -7.45% 3.98% —

* Reflects no deduction for fees, expenses or taxes

After-tax returns are calculated using the historical highest
individual federal marginal income tax rates and do not
reflect the impact of state and local taxes. Actual after-tax
returns depend on an investor’s tax situation and may dif-
fer from those shown. After-tax returns shown are not rel-
evant to investors who hold shares through tax-deferred
arrangements, such as 401(k) plans or individual retire-
ment plans. After-tax returns may exceed the return before
taxes due to an assumed tax benefit from realizing a capital
loss on a sale of Fund shares.

Management
Investment Adviser and Portfolio Managers. Northern
Trust Investments, Inc., a subsidiary of Northern Trust
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Corporation, serves as the Investment Adviser of the Fund.
Bradley Camden, Senior Vice President of Northern Trust
Investments, Inc., Mike T. Doyle, Vice President of North-
ern Trust Investments, Inc., and Brandon Ferguson, Vice
President of Northern Trust Investments, Inc., have served
as Portfolio Managers of the Fund since its inception.

Purchase and Sale of Fund Shares
The Fund is an exchange-traded fund (commonly referred
to as an “ETF”). Individual Fund shares may only be pur-
chased and sold on a national securities exchange through
a broker-dealer. The price of Fund shares is based on mar-
ket price, and because ETF shares trade at market prices
rather than NAV, shares may trade at a price greater than
NAV (a premium) or less than NAV (a discount). The Fund
will only issue or redeem shares that have been aggregated
into blocks of 50,000 shares or multiples thereof (“Creation
Units”) to Authorized Participants who have entered into
agreements with the Fund’s distributor. The Fund will issue
or redeem Creation Units in return for a basket of assets
that the Fund specifies each day.

Tax Information
The Fund’s distributions are generally taxable to you as
ordinary income, capital gains, or a combination of the
two, unless you are investing through a tax-exempt or tax-
deferred arrangement, such as a 401(k) plan or an indi-
vidual retirement account. Distributions may be taxable
upon withdrawal from tax-deferred accounts.

Payments to Brokers-Dealers and Other
Financial Intermediaries
If you purchase the Fund through a broker-dealer or other
financial intermediary (such as a bank), NTI and its related
companies may pay the intermediary for activities related
to the marketing and promotion of the Fund. These pay-
ments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson
to recommend the Fund over another investment. Ask your
salesperson or visit your financial intermediary’s website
for more information.
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Investment Objective
The Fund seeks investment results that correspond gener-
ally to the price and yield performance, before fees and
expenses, of the Northern Trust High Yield Value-Scored
US Corporate Bond IndexSM (the “Underlying Index”).

Fees and Expenses of the Fund
This table describes the fees and expenses that you may pay
if you buy and hold shares of the Fund. Under the Fund’s
Investment Advisory Agreement, the Fund is responsible
for the following expenses: interest expenses, brokerage
commissions and other trading expenses, fees and expenses
of the independent trustees and their independent legal
counsel, taxes and other extraordinary costs such as litiga-
tion and other expenses not incurred in the ordinary
course of business. You will also incur usual and customary
brokerage commissions when buying or selling shares of
the Fund in the secondary market, which are not reflected
in the example that follows:

Annual Fund Operating Expenses (expenses that you pay each
year as a percentage of the value of your investment)
Management Fees 0.37%

Distribution (12b-1) Fees 0.00%

Other Expenses(1) 0.00%(2)

Total Annual Fund Operating Expenses 0.37%

Expense Reimbursement(3) 0.00%(2)

Total Annual Fund Operating Expenses After
Expense Reimbursement(1) 0.37%

(1) Other expenses are estimated for the current fiscal year.
(2) Amount is less than 0.005%.
(3) Northern Trust Investments, Inc. (“NTI” or “Investment Adviser”)

has contractually agreed to reimburse certain expenses of the
Trust’s independent trustees until March 1, 2020. The Fund’s
Board of Trustees may terminate the contractual arrangement at
any time if it determines that it is in the best interest of the Fund
and its shareholders.

Example
The following Example is intended to help you compare
the cost of investing in the Fund with the cost of investing
in other funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and
then redeem all of your shares at the end of those periods.
The Example also assumes that your investment has a 5%
return each year and that the Fund’s operating expenses

remain the same (taking into account the expense reim-
bursement arrangement for one year). Although your
actual costs may be higher or lower, based on these
assumptions your costs would be:

1 Year $ 38
3 Years $119

Portfolio Turnover. The Fund pays transaction costs, such
as commissions, when it buys and sells securities (or “turns
over” its portfolio). A higher portfolio turnover rate may
indicate higher transaction costs and may result in higher
taxes when Fund shares are held in a taxable account. These
costs, which are not reflected in annual fund operating
expenses or in the Example, affect the Fund’s performance.
Portfolio turnover may vary from year to year, as well as
within a year. During the period beginning with com-
mencement of operations on July 17, 2018 through Octo-
ber 31, 2018, the Fund’s portfolio turnover rate was 18% of
the average value of its portfolio.

Principal Investment Strategies
The Underlying Index reflects the performance of a broad
universe of US-dollar denominated high yield corporate
bonds that seeks a higher yield than the overall high yield
corporate bond market, as represented by the Northern
Trust High Yield US Corporate Bond IndexSM (the “Parent
Index”). The securities included in the Underlying Index
are a subset of the securities included in the Parent Index.

The Underlying Index begins with the Parent Index and
then follows a rules-based methodology to select and
weight securities, subject to certain constraints, to optimize
exposure to a proprietary value score, as determined by
NTI acting in its capacity as index provider (“Index Pro-
vider”). The value score is a quantitative ranking, based on
among other things: (a) valuation metrics that assess the
relative value (i.e., potential for yield) of a component
security; (b) spread analysis that assess the risk/return
trade-off associated with each component security; and (c)
solvency metrics that assess the issuer’s short term and long
term solvency and risk of default. In addition, at the time
of index reconstitution, the weighting of the Underlying
Index’s constituent securities will be adjusted so that (a)
the effective duration of the Underlying Index is similar to
that of the Parent Index; (b) the Underlying Index’s sector
exposure is within +/- 8% of the sector exposure of the
Parent Index; and (c) each issuer is capped at 5% of the
Underlying Index.
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In order to be eligible for inclusion in the Parent Index, a
security must be a US-dollar denominated corporate bond
that is publicly offered in the U.S. or offered pursuant to
Rule 144A under the Securities Act of 1933, with or with-
out registration rights. A security also must be rated below
investment grade and not in default (a rating within Ca/
C-/C- to Ba1/BB+/BB+) by at least one Nationally Recog-
nized Statistical Rating Organization (“NRSRO”). Bonds
that are rated investment grade status or that enter into
default post reconstitution are removed at the next sched-
uled reconstitution. In addition, a security eligible for
inclusion in the Parent Index must have (i) a final time to
stated maturity of at least 18 months from the date of its
issuance, (ii) a remaining stated maturity that is greater
than or equal to one year at the time of each reconstitution
and (iii) an outstanding principal balance of least $150 mil-
lion at the time of each constitution of the Parent Index.
Accordingly, the Fund does not have any portfolio maturity
limitation and may invest its assets from time to time in
instruments with varying maturities.

The inception date of the Underlying Index was April 30,
2018. As of December 31, 2018, there were 1,007 issues in
the Underlying Index from 631 issuers domiciled in the
following countries: Australia, Canada, China, Denmark,
France, Germany, Ireland, Italy, Luxembourg, Netherlands,
Norway, Spain, Sweden, Switzerland, United Kingdom and
the United States. The components of the Underlying
Index and exposure to certain countries may change over
time. The Underlying Index is governed by transparent,
objective rules for security selection, exclusion, rebalancing
and adjustments for corporate actions. The Underlying
Index is reconstituted monthly.

NTI uses a “passive” or indexing approach to try to achieve
the Fund’s investment objective. Unlike many investment
companies, the Fund does not try to “beat” the index it
tracks and does not seek temporary defensive positions
when markets decline or appear overvalued. In addition to
tracking the performance of the Underlying Index, the
Investment Adviser seeks to minimize portfolio turnover
and tax inefficiencies.

NTI intends to use representative sampling strategy to
manage the Fund. “Representative sampling” is investing in
a representative sample of securities that collectively has an
investment profile similar to the Underlying Index. The

Fund may or may not hold all of the securities that are
included in the Underlying Index. The Fund reserves the
right to invest in substantially all of the securities in its
Underlying Index in approximately the same proportions
(i.e., replication) if NTI determines that it is in the best
interest of the Fund.

The Fund generally will invest under normal circumstances
at least 80% of its total assets (exclusive of collateral held
from securities lending) in the securities of its Underlying
Index. The Fund may also invest up to 20% of its assets in
cash and cash equivalents, including shares of money mar-
ket funds advised by NTI or its affiliates, futures contracts
and options on futures, as well as securities not included in
the Underlying Index, but which NTI believes will help the
Fund track its Underlying Index.

The Underlying Index is created and sponsored by NTI, as
the Index Provider. NTI also serves as the investment
adviser to the Fund. The Index Provider determines the
composition and relative weightings of the securities in the
Underlying Index and publishes information regarding the
market value of the Underlying Index.

The Fund may lend securities representing up to one-third
of the value of the Fund’s total assets (including the value
of the collateral received).

Industry Concentration Policy. The Fund will concentrate
its investments (i.e., hold 25% or more of its total assets) in
a particular industry or group of industries to approxi-
mately the same extent that the Underlying Index is con-
centrated.

Principal Risks
As with any investment, you could lose all or part of your
investment in the Fund, and the Fund’s performance could
trail that of other investments. The Fund is subject to the
principal risks noted below, any of which may adversely
affect the Fund’s net asset value (“NAV”), trading price,
yield, total return and ability to meet its investment objec-
tive.

Authorized Participant Concentration Risk is the risk that
the Fund may be adversely affected because it has a limited
number of institutions that act as authorized participants
(“Authorized Participants”). Only an Authorized Partici-
pant may engage in creation or redemption transactions
directly with the Fund. To the extent that these institutions
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exit the business or are unable to proceed with creation
and/or redemption orders with respect to the Fund and no
other Authorized Participant is able to step forward to cre-
ate or redeem Creation Units (as defined below), Fund
shares may trade at a discount to NAV and possibly face
trading halts and/or delisting.

Calculation Methodology Risk is the risk that the Under-
lying Index’s calculation methodology or sources of infor-
mation may not provide an accurate assessment of
included issuers or correct valuation of securities, nor is the
availability or timeliness of the production of the Index
guaranteed.

Concentration Risk is the risk that, to the extent the
Fund’s investments are concentrated in the securities of
issuers in a particular region, country, market, industry,
sector or asset class, the Fund may be subject to increased
price volatility and may be more susceptible to adverse eco-
nomic, market, political or regulatory occurrences affecting
that region, country, market, industry, sector or asset class.

Credit (or Default) Risk is the risk that the inability or
unwillingness of an issuer or guarantor of a fixed-income
security, or a counterparty to a repurchase or other trans-
action, to meet its payment or other financial obligations
will adversely affect the value of the Fund’s investments and
its returns. Changes in an issuer’s credit rating or the mar-
ket’s perception of an issuer’s creditworthiness may also
adversely affect the value of the Fund’s investment in that
issuer. There is a chance that a portfolio holding will have
its credit rating downgraded or will default, which may
reduce the Fund’s income level, impair the Fund’s liquidity
and cause significant deterioration in NAV. The degree of
credit risk depends on the issuer’s or counterparty’s finan-
cial condition and on the terms of the securities.

Cyber Security and Operational Risk is the risk that the
Fund and its service providers may experience disruptions
that arise from breaches in cyber security, human error,
processing and communications errors, counterparty or
third-party errors, technology or systems failures, any of
which may have an adverse impact on the Fund. Failures or
breaches of the electronic systems of the Fund, the Fund’s
adviser, distributor, and other service providers, market
makers, Authorized Participants or the issuers of securities
in which the Fund invests have the ability to cause disrup-
tions and negatively impact the Fund’s business operations,
potentially resulting in financial losses to the Fund and its
shareholders.

Debt Extension Risk is the risk that an issuer will exercise
its right to pay principal on an obligation held by the Fund
later than expected. This may happen during a period of
rising interest rates. Under these circumstances, the value
of the obligation will decrease and the Fund will suffer
from the inability to invest in higher yielding securities.

Derivatives Risk is the risk of investing in derivative
instruments, such as futures contracts and options on
futures contracts. These risks include liquidity, interest
rate, market, credit, counterparty and management risks,
as well as the risk of mispricing or improper valuation.
Changes in the value of a derivative may not correlate per-
fectly with the underlying asset, rate or index, and the Fund
could lose more than the principal amount invested.

Distressed Securities Risk is the substantial risk of invest-
ing in distressed securities that is in addition to the risks of
investing in non-investment grade securities generally. NTI
defines securities issued by companies whose financial con-
dition is troubled or uncertain and that may be involved in
bankruptcy proceedings, reorganizations or financial
restructurings as “distressed securities.” Distressed securi-
ties are speculative and involve a substantial risk that prin-
cipal will not be paid. In addition, the Fund will generally
not receive interest payments on the distressed securities
and may incur costs to protect its investment. These securi-
ties may present a substantial risk of default. The Fund may
incur additional expenses to the extent it is required to seek
recovery upon a default in the payment of principal of or
interest on its portfolio holdings. In any reorganization or
liquidation proceeding relating to a portfolio company, the
Fund may lose its entire investment or may be required to
accept cash or securities with a value less than its original
investment. Distressed securities and any securities received
in an exchange for such securities may be subject to restric-
tions on resale.

High Portfolio Turnover Risk is the risk that active and
frequent trading of the Fund’s portfolio securities may
result in increased transaction costs to the Fund, including
brokerage commissions, dealer mark-ups and other trans-
action costs, which could reduce the Fund’s return.

High Yield Securities Risk is the risk that the Fund will be
subject to greater credit risk, price volatility and risk of loss
than if it invested primarily in investment grade securities,
which can adversely impact the Fund’s return and net asset
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value. High yield securities are considered highly specula-
tive and are subject to increased risk of an issuer’s inability
to make principal and interest payments. The Underlying
Index is designed to be comprised of securities with the
potential for higher yields as compared to the overall high
yield corporate bond market. As such, the Fund is expected
to exhibit greater sensitivity to market fluctuations.

Income Risk is the risk that the Fund’s income may decline
when interest rates fall. This decline can occur because the
Fund must invest in lower-yielding bonds as bonds in its
portfolio mature, bonds in the Underlying Index are sub-
stituted or the Fund otherwise needs to purchase additional
bonds.

Interest Rate/Maturity Risk is the risk that the value of the
Fund’s fixed-income assets will decline because of rising
interest rates. The magnitude of this decline will often be
greater for longer-term fixed-income securities than
shorter-term fixed-income securities. Duration is a mea-
sure used to determine the sensitivity of a security’s price
to changes in interest rates. The longer a security’s dura-
tion, the more sensitive it will be to changes in interest
rates. The Fund currently faces a heightened level of inter-
est rate risk because interest rates are at historically low
levels, but are expected to increase in the future with
unpredictable effects on the markets and the Fund’s invest-
ments. An increase in interest rates may lead to heightened
volatility in the fixed-income markets and may adversely
affect the liquidity of certain fixed-income investments.

Liquidity Risk is the risk that certain portfolio securities
may be less liquid than others, which may make them diffi-
cult or impossible to sell at the time and the price that the
Fund would like, adversely affecting the value of the Fund’s
investments and its returns. Illiquid investments may be
harder to value, especially in changing markets, and if the
Fund is forced to sell these investments to meet redemption
requests or for other cash needs, the Fund may suffer a loss.
Liquidity Risk may result from the lack of an active market,
reduced number and capacity of traditional market partici-
pants to make a market in fixed income securities, and may
be magnified in a rising interest rate environment or other
circumstances where investor redemptions from fixed
income funds may be higher than normal, causing
increased supply in the market due to selling activity. The
market for certain investments may become illiquid under

adverse market or economic conditions independent of any
specific adverse changes in the conditions of a particular
issuer. In such cases, the Fund, due to limitations on invest-
ments in illiquid securities and/or purchasing and selling
such investments, may be unable to achieve a high degree
of correlation with the Underlying Index. Additionally, in
adverse market conditions, the Fund’s market price may
begin to reflect illiquidity or pricing uncertainty of the
Fund’s portfolio securities. This could lead to the Fund’s
shares trading at a price that is higher or lower than the
Fund’s net asset value. At times, such differences may be
significant.

Market Risk is the risk that general market conditions,
such as real or perceived adverse economic or political con-
ditions, inflation, changes in interest rates, lack of liquidity
in the bond markets, volatility in the equities market or
adverse investor sentiment could cause the value of your
investment in the Fund to decline. The market value of the
securities in which the Fund invests may go up or down in
response to the prospects of individual companies, particu-
lar sectors or governments and/or general economic condi-
tions throughout the world due to increasingly intercon-
nected global economies and financial markets.

Market Trading Risk is the risk that the Fund faces because
its shares are listed on a securities exchange, including the
potential lack of an active market for Fund shares, losses
from trading in secondary markets, periods of high volatil-
ity and disruption in the creation/redemption process of
the Fund. ANY OF THESE FACTORS MAY LEAD TO THE
FUND’S SHARES TRADING AT A PREMIUM OR DIS-
COUNT TO NAV.

Trading in Fund shares may be halted due to market condi-
tions or for reasons that, in the view of its listing exchange,
make trading in the shares inadvisable. The market prices
of Fund shares will generally fluctuate in accordance with
changes in its NAV, changes in the relative supply of, and
demand for, Fund shares, and changes in the liquidity, or
the perceived liquidity, of the Fund’s holdings.

New Fund Risk is the risk that the Fund will not grow to or
maintain an economically viable size, in which case it may
experience greater tracking error to its Underlying Index
than it otherwise would at higher asset levels, or it could
ultimately liquidate without shareholder approval. The
timing of such liquidation may not be favorable and could
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have negative tax consequences for shareholders. From
time to time, an Authorized Participant, a third-party
investor, the Fund’s adviser or an affiliate of the Fund’s
adviser, may invest in the Fund and hold its investment for
a specific period of time in order to facilitate commence-
ment of the Fund’s operations or for the Fund to achieve
size or scale. There can be no assurance that any such entity
would not redeem its investment or that the size of the
Fund would be maintained at such levels, which could
negatively impact the Fund. The Fund’s Distributor does
not maintain a secondary market in the shares.

Non-U.S. Issuer Risk is the risk the Fund faces because it
may invest in U.S. dollar denominated bonds of non-U.S.
corporations to the extent such bonds are included in the
Underlying Index. The Fund’s investments in bonds of
non-U.S. issuers may involve certain risks that are greater
than those associated with investments in securities of U.S.
issuers. These include the risks of adverse economic, politi-
cal, diplomatic, financial and regulatory conditions that
may affect non-U.S. issuers.

Passive Investment Risk is the risk that the Fund is not
actively managed and NTI does not attempt to take defen-
sive positions in any market conditions, including declin-
ing markets.

Prepayment (or Call) Risk is the risk that an issuer of a
security held by the Fund may “call” or prepay the security
before its stated maturity, during periods of falling interest
rates, e.g., which may result in the Fund having to invest
the proceeds at lower interest rates, resulting in a decline in
the Fund’s income.

Securities Lending Risk is the risk that the Fund may lose
money because the borrower of the loaned securities fails
to return the securities in a timely manner or at all. The
Fund could also lose money in the event of a decline in the
value of collateral provided for loaned securities or a
decline in the value of any investments made with cash
collateral.

Substantial Volatility Risk is the risk that the value of the
securities in the Fund’s portfolio may fluctuate, sometimes
rapidly and unpredictably at a greater level than the overall
market. There is a risk that the Fund could have substantial
volatility.

Tracking Error Risk is the risk that the Fund’s perfor-
mance may vary substantially from the performance of the
Underlying Index. The Fund employs a representative sam-

pling strategy, and may incur tracking error to a greater
extent than a fund that seeks to replicate an index. The rep-
resentative sampling strategy used by NTI may fail to pro-
duce the intended results.

U.S. Issuer Risk is the risk that certain changes in the U.S.
economy, such as when the U.S. economy weakens or when
its financial markets decline, may have an adverse effect on
the securities to which the Fund has exposure.

Valuation Risk is the risk that the sale price the Fund could
receive for a portfolio security may differ from the Fund’s
valuation of the security, particularly for securities that
trade in low volume or volatile markets or that are valued
using a fair value methodology. In addition, the value of
the securities in the Fund’s portfolio may change on days
when shareholders will not be able to purchase or sell the
Fund’s shares. The Fund relies on various sources to calcu-
late its NAV. The information may be provided by third
parties that are believed to be reliable, but the information
may not be accurate due to errors by such pricing sources,
technological issues or otherwise.

Value Score Risk is the risk that the Fund’s investment in
companies whose securities are believed to be undervalued
will not appreciate in value as anticipated. Although the
Underlying Index is designed to measure a portfolio of
bonds of companies with the potential for higher yields
and less risk of insolvency relative to the Parent Index,
there is no assurance that the Underlying Index or Fund
will be comprised of such securities. Accordingly, the Fund
may be subject to greater credit risk, price volatility and
risk of loss relative to the Parent Index.

It is possible to lose money on an investment in the Fund.
An investment in the Fund is not a deposit of any bank
and is not insured or guaranteed by the Federal Deposit
Insurance Corporation, any other government agency, or
The Northern Trust Company, its affiliates, subsidiaries
or any other bank.

Fund Performance
Because the Fund has less than one full calendar year of
performance, no performance information has been
included.

Management
Investment Adviser and Portfolio Managers. Northern
Trust Investments, Inc., a subsidiary of Northern Trust
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Corporation, serves as the Investment Adviser of the Fund.
Bradley Camden, Senior Vice President of Northern Trust
Investments, Inc. and Brandon Ferguson, Vice President of
Northern Trust Investments, Inc., have served as Portfolio
Managers of the Fund since its inception.

Purchase and Sale of Fund Shares
The Fund is an exchange-traded fund (commonly referred
to as an “ETF”). Individual Fund shares may only be pur-
chased and sold on a national securities exchange through
a broker-dealer. The price of Fund shares is based on mar-
ket price, and because ETF shares trade at market prices
rather than NAV, shares may trade at a price greater than
NAV (a premium) or less than NAV (a discount). The Fund
will only issue or redeem shares that have been aggregated
into blocks of 50,000 shares or multiples thereof (“Creation
Units”) to Authorized Participants who have entered into
agreements with the Fund’s distributor. The Fund will issue
or redeem Creation Units in return for a basket of assets
that the Fund specifies each day.

Tax Information
The Fund’s distributions are generally taxable to you as
ordinary income, capital gains, or a combination of the
two, unless you are investing through a tax-exempt or tax-
deferred arrangement, such as a 401(k) plan or an indi-
vidual retirement account. Distributions may be taxable
upon withdrawal from tax-deferred accounts.

Payments to Brokers-Dealers and Other
Financial Intermediaries
If you purchase the Fund through a broker-dealer or other
financial intermediary (such as a bank), NTI and its related
companies may pay the intermediary for activities related
to the marketing and promotion of the Fund. These pay-
ments may create a conflict of interest by influencing the
broker-dealer or other intermediary and your salesperson
to recommend the Fund over another investment. Ask your
salesperson or visit your financial intermediary’s website
for more information.
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This Prospectus describes twenty-four (24) Funds, which
are currently offered by the FlexShares® Trust (the “Trust”)
and provides information you need to make an informed
decision about investing in the Funds. Please read this Pro-
spectus carefully before you make any investment deci-
sions. Additional information regarding the Funds is avail-
able at www.flexshares.com.

NTI is the investment adviser to each Fund. Shares of the
Funds are listed for trading on NYSE Arca, Inc. (other than
shares of the FlexShares® US Quality Large Cap Index
Fund, FlexShares® STOXX® Global ESG Impact Index
Fund, FlexShares® Real Assets Allocation Index Fund,
FlexShares® Disciplined Duration MBS Index Fund,
FlexShares® Credit-Scored US Corporate Bond Index Fund
and FlexShares® Credit-Scored US Long Corporate Bond
Index Fund, which are listed for trading on the NASDAQ
Stock Market LLC (“NASDAQ”), and FlexShares®

Morningstar US Market Factor Tilt Index Fund and
FlexShares® STOXX® US ESG Impact Index Fund, which
are listed for trading on the CBOE BZX Exchange, Inc.
(“Cboe BZX Exchange”). The market price for a share of a
Fund may be different from that Fund’s most recent NAV
per share.

Each Fund is designed to track an index. Each share of a
Fund represents a partial ownership in an underlying port-
folio of securities intended to track a market index. Unlike
shares of mutual funds, which can be bought and
redeemed from the issuing fund by all shareholders at a
price based on NAV, shares of the Funds may be purchased
or redeemed directly from the Funds at NAV solely by
Authorized Participants. Also unlike shares of mutual
funds, shares of the Funds are listed on a national securities
exchange and trade in the secondary market at market
prices that change throughout the day.

Each Fund may use a representative sampling or replication
strategy to manage the Fund. “Representative sampling” is
investing in a representative sample of securities that col-
lectively has an investment profile similar to the Fund’s
Underlying Index. Securities selected are expected to have,
in the aggregate, investment characteristics (based on fac-
tors such as market capitalization and industry
weightings), fundamental characteristics (such as return
variability, duration, maturity and yield) and liquidity

measures similar to those of the Underlying Index. The
Fund may or may not hold all of the securities that are
included in the Underlying Index. “Replication” is an
indexing strategy in which a Fund invests in substantially
all of the securities in its Underlying Index in approxi-
mately the same proportions as in the Underlying Index.

The FlexShares® Currency Hedged Morningstar DM ex-US
Factor Tilt Index Fund and FlexShares® Currency Hedged
Morningstar EM Factor Tilt Index Fund each currently
invests a substantial portion of its assets in its Underlying
Fund, so the Fund’s investment performance is directly
related to the performance of its Underlying Fund. Each
Fund’s NAV will change with changes in the value of its
Underlying Fund and other securities in which the Fund
invests, subject to the impact of currency hedges, which
may cause the Fund to outperform or underperform the
return of its Underlying Fund. An investment in the Fund
will entail more direct and indirect costs and expenses than
a direct investment in the Underlying Fund. Each Underly-
ing Fund invests in non-U.S. securities without implement-
ing a hedge of the local currency risk, which is subject to
additional risks, as described in this Prospectus and the
Funds’ SAI.

The Investment Adviser is not required to invest a Fund’s
assets in any particular underlying fund, including the
FlexShares® Morningstar Developed Markets ex-US Factor
Tilt Index Fund, in the case of the FlexShares® Currency
Hedged Morningstar DM ex-US Factor Tilt Index Fund,
and FlexShares® Morningstar Emerging Markets Factor Tilt
Index Fund, in the case of the FlexShares® Currency
Hedged Morningstar EM Factor Tilt Index Fund. The
Investment Adviser also is not required to allocate any par-
ticular percentage of a Fund’s assets to any particular
underlying fund.

The FlexShares® Real Assets Allocation Index Fund allo-
cates and reallocates its assets among its Underlying Funds
consistent with the allocation and reallocation of shares of
the Underlying Funds in the Underlying Index, as deter-
mined by the Index Provider.

Each of the Underlying Funds seek investment results that
correspond generally to the price and yield performance,
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before fees and expenses, of its underlying index. In man-
aging each of the Underlying Funds, the Investment
Adviser uses a representative sampling index strategy.

Each Fund invests in a particular segment of the securities
markets and seeks to track the performance of a securities
index that generally is not representative of the market as a
whole. Each Fund is designed to be used as part of broader
asset allocation strategies. Accordingly, an investment in a
Fund should not constitute a complete investment pro-
gram.

An index is a theoretical financial calculation while each
Fund is an actual investment portfolio. The performance of
a Fund and its respective Underlying Index may vary due to
transaction costs, non-U.S. currency valuations, asset valu-
ations, corporate actions (such as mergers and spin-offs),
timing variances, and differences between the Fund’s port-
folio and its Underlying Index resulting from legal restric-
tions (such as diversification requirements) that apply to
the Fund but not to the Underlying Index or to the use of
representative sampling. “Tracking error” is the divergence
of the performance (return) of a Fund’s portfolio from that
of its Underlying Index. NTI expects that, over time, each
Fund’s tracking error will not exceed 5%. To the extent a
Fund uses a representative sampling indexing strategy, it
can be expected to have a larger tracking error than if it
used a replication indexing strategy. Tracking variance is
monitored by the Investment Adviser at least quarterly by
comparing the performance of the Underlying Index to the
performance of the Fund. In the event the performance of
a Fund is not comparable to the performance of its Under-
lying Index, the Board of Trustees of the Trust (the “Board
of Trustees”) will evaluate the reasons for the deviation and
the availability of corrective measures.

Each Fund’s investment objective and its respective Under-
lying Index may be changed without shareholder approval.
Each Fund has adopted a policy to provide its shareholders
with at least 60 days’ prior written notice of any change to
the Fund’s investment objective or its respective Underly-
ing Index. If the Index Provider no longer calculates an
Underlying Index of a Fund, if the Underlying Index is
terminated for any reason, if the identity or the character of
the Underlying Index is materially changed, or for any
other reason determined by the Board of Trustees in good

faith, the Board of Trustees determines that it is impracti-
cable to substitute a replacement index, it will take what-
ever action is deemed to be in the best interests of the
Fund’s shareholders.

On each business day, before commencement of trading on
the Listing Exchange, the FlexShares® US Quality Large
Cap Index Fund, FlexShares® Global Quality Real Estate
Index Fund, FlexShares® Real Assets Allocation Index Fund,
FlexShares® Quality Dividend Index Fund, FlexShares®

Quality Dividend Defensive Index Fund, FlexShares® Qual-
ity Dividend Dynamic Index Fund, FlexShares® Interna-
tional Quality Dividend Index Fund, FlexShares® Interna-
tional Quality Dividend Defensive Index Fund, FlexShares®

International Quality Dividend Dynamic Index Fund,
FlexShares® Credit-Scored US Corporate Bond Index Fund,
FlexShares

®

Credit-Scored US Long Corporate Bond Index
Fund and FlexShares® High Yield Value-Scored Bond Index
Fund will disclose on www.flexshares.com the identities
and quantities of each Fund’s portfolio holdings that will
form the basis for each Fund’s calculation of NAV at the
end of the business day.
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Additional Information About the Funds’ Principal Risks

All investments carry some degree of risk that will affect
the value of a Fund’s investments, its investment perfor-
mance and the price of its shares. As a result, loss of money
is a risk of investing in each Fund. This section takes a
closer look at some of the Funds’ principal risks described
under the “Fund Summary” for each Fund. A risk may still
apply to a Fund although it is not a principal risk of invest-
ing in the Fund.

The FlexShares® Currency Hedged Morningstar DM ex-US
Factor Tilt Index Fund, FlexShares® Currency Hedged

Morningstar EM Factor Tilt Index Fund and FlexShares®

Real Assets Allocation Index Fund may be exposed to these
risks directly, or indirectly through the Funds’ investments
in the applicable Underlying Fund(s).

The table below lists the principal risks that are discussed
in each “Fund Summary” above and in this section.
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Authorized Participant
Concentration Risk � � � � � � � � � � � �

Calculation Methodology Risk � � � � � � � � � � � �

China Investment Risk � �

Concentration Risk � � � � � � � � � � � �

Corporate Bond Risk

Credit (or Default) Risk

Currency Hedging Risk � �

Currency Risk � � � � � � � � �

Cyber Security and Operational Risk � � � � � � � � � � � �

Debt Extension Risk

Derivatives Risk � � � � � � � � � � � �

Distressed Securities Risk

Dividend Risk

Equity Securities Risk � � � � � � � � � � � �
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ESG Investment Risk � �

Financial Sector Risk � � � � �

Foreign Securities Risk � � � � � � � � �

Emerging Markets Risk � � � � �

Fund of Funds Risk � � �

Global Natural Resources Risk � �

High Portfolio Turnover Risk �

High Yield Securities Risk

Income Risk

Inflation Protected Security Risk

Information Technology Sector Risk � �

Infrastructure-Related Companies
Risk � �

Interest Rate Risk � � �

Interest Rate/Maturity Risk

Japan Investment Risk � �

Large Cap Risk � � �

Liquidity Risk

Market Risk � � � � � � � � � � � �

Market Trading Risk � � � � � � � � � � � �

Mid and Small Cap Stock Risk � � � � � � � � �

Mid Cap Stock Risk � �

MLP Risk � �

Model Risk �

Momentum Risk � � �
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Mortgage-Backed Pass-Through
Securities Risk

New Fund Risk

Non-Diversification Risk � � � � � �

Non-U.S. Issuer Risk

Passive Investment Risk � � � � � � � � � � � �

Prepayment (or Call) Risk

Real Estate Securities Risk � �

REIT Risk � � �

Securities Lending Risk � � � � � � � � � � � �

Substantial Volatility Risk

Tax Risk � � �

Tracking Error Risk � � � � � � � � � � � �

U.S. Government Securities Risk

U.S. Issuer Risk � � � � � � � �

Valuation Risk � � � � � � � � � � � �

Value Investing Risk � � � � � � � �

Value Score Risk

Volatility Risk
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Authorized Participant
Concentration Risk � � � � � � � � � � � �

Calculation Methodology
Risk � � � � � � � � � � � �

China Investment Risk

Concentration Risk � � � � � � � � � �

Corporate Bond Risk � �

Credit (or Default) Risk � � � �

Currency Hedging Risk

Currency Risk � � �

Cyber Security and
Operational Risk � � � � � � � � � � � �

Debt Extension Risk � � � �

Derivatives Risk � � � � � � � � � � � �

Distressed Securities Risk �

Dividend Risk � � � � � �

Equity Securities Risk � � � � � �

ESG Investment Risk

Financial Sector Risk � � � � �

Foreign Securities Risk � � �

Emerging Markets Risk � � �

Fund of Funds Risk
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Global Natural Resources
Risk

High Portfolio Turnover Risk � � � �

High Yield Securities Risk �

Income Risk � � � � � �

Inflation Protected Security
Risk � �

Information Technology
Sector Risk � � �

Infrastructure-Related
Companies Risk

Interest Rate Risk

Interest Rate/Maturity Risk � � � � � �

Japan Investment Risk

Large Cap Risk � � � � � �

Liquidity Risk � � � �

Market Risk � � � � � � � � � � � �

Market Trading Risk � � � � � � � � � � � �

Mid and Small Cap Stock
Risk

Mid Cap Stock Risk

MLP Risk

Model Risk
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Momentum Risk

Mortgage-Backed Pass-
Through Securities Risk �

New Fund Risk �

Non-Diversification Risk � � � �

Non-U.S. Issuer Risk � � �

Passive Investment Risk � � � � � � � � � � � �

Prepayment (or Call) Risk � � � �

Real Estate Securities Risk

REIT Risk

Securities Lending Risk � � � � � � � � � � � �

Substantial Volatility Risk �

Tax Risk

Tracking Error Risk � � � � � � � � � � � �

U.S. Government Securities
Risk �

U.S. Issuer Risk � � � � � � �

Valuation Risk � � � � � � � � � � � �

Value Investing Risk

Value Score Risk �

Volatility Risk � � � � � �

Authorized Participant Concentration Risk. Only an
Authorized Participant may engage in creation or redemp-

tion transactions directly with the Funds. The Funds have a
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limited number of institutions that act as Authorized Par-
ticipants. To the extent that these institutions exit the busi-
ness or are unable to proceed with creation and/or redemp-
tion orders with respect to the Funds and no other
Authorized Participant is able to step forward to create or
redeem Creation Units, Fund shares may trade at a dis-
count to NAV and possibly face trading halts and/or
delisting. This risk may be heightened for a Fund if it
invests in non-U.S. securities or other securities or instru-
ments that are less widely traded. Such securities or instru-
ments often involve greater settlement and operational
issues and capital costs for Authorized Participants.

Calculation Methodology Risk. The Funds’ Underlying
Indexes rely on various sources of information to assess the
criteria of issuers included in the Indexes, including infor-
mation that may be based on assumptions and estimates.
Neither the Funds, the Index Provider nor the Investment
Adviser can offer assurances that an Index’s calculation
methodology or sources of information will provide an
accurate assessment of included issuers or correct valuation
of securities, nor can they guarantee the availability or
timeliness of the production of the Index.

Errors in respect of the quality, accuracy and completeness
of the data used to compile an Underlying Index may occur
from time to time and may not be identified and corrected
by an Index Provider for a period of time or at all, particu-
larly where the indices are less commonly used as bench-
marks by funds or managers. Gains, losses or costs associ-
ated with errors of an Index Provider or its agents will
generally be borne by the applicable Fund and its share-
holders. An Index Provider or its agents may carry out
additional ad hoc rebalances to an Underlying Index in
order, for example, to correct an error in the selection of
index constituents.

A security included in an Underlying Index may not
exhibit the characteristic or provide the specific exposure
for which it was selected and consequently a Fund’s hold-
ings may not exhibit returns consistent with that character-
istic or exposure.

China Investment Risk. The FlexShares® Morningstar
Emerging Markets Factor Tilt Index Fund and the
FlexShares® Currency Hedged Morningstar EM Factor Tilt
Index Fund may be concentrated in securities of Chinese

issuers. Investment exposure to China subjects a Fund to
risks specific to China. China may be subject to consider-
able degrees of economic, political and social instability.
China is a developing market and demonstrates signifi-
cantly higher volatility from time to time in comparison to
developed markets. Over the past 25 years, the Chinese
government has undertaken reform of economic and mar-
ket practices and expansion of the sphere for private own-
ership of property in China. However, Chinese markets
generally continue to experience inefficiency, volatility and
pricing anomalies resulting from governmental influence, a
lack of publicly available information and/or political and
social instability. Internal social unrest or confrontations
with other neighboring countries, including military con-
flicts in response to such events, may also disrupt economic
development in China and result in a greater risk of cur-
rency fluctuations, currency convertibility, interest rate
fluctuations and higher rates of inflation. Export growth
continues to be a major driver of China’s rapid economic
growth. Reduction in spending on Chinese products and
services, institution of tariffs or other trade barriers, or a
downturn in any of the economies of China’s key trading
partners may have an adverse impact on the Chinese
economy.

Concentration Risk. If the Underlying Index of a Fund
concentrates in a particular market, industry, group of
industries or sector or asset class, that Fund may be
adversely affected by the performance of those securities
and may be subject to price volatility. In addition, a Fund
that concentrates in a single market, industry, group of
industries, sector or asset class may be more susceptible to
any single economic, market, political or regulatory occur-
rence affecting that market, industry, group of industries,
sector or asset class. The FlexShares® STOXX® US ESG
Impact Index Fund and FlexShares® STOXX® Global ESG
Impact Index Fund all invest in companies that may share
common characteristics, are often subject to similar busi-
ness risks and regulatory burdens, and whose securities
may react similarly to various events and other factors.

Corporate Bond Risk. The Underlying Index of the
FlexShares® Credit-Scored US Corporate Bond Index Fund
and FlexShares® Credit-Scored US Long Corporate Bond
Index Fund consist of corporate bonds. Corporate bonds
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are subject to the risk of the issuer’s inability to meet prin-
cipal and interest payments on the obligation and may also
be subject to price volatility due to such factors as interest
rate sensitivity, market perception of the creditworthiness
of the issuer and general market liquidity. When interest
rates rise, the value of corporate debt can be expected to
decline. Bonds with longer maturities tend to be more sen-
sitive to interest rate movements than those with shorter
maturities.

Credit (or Default) Risk. An issuer or guarantor of debt
instruments or the counterparty to a derivatives contract,
TBA agreement or repurchase agreement may be unable or
unwilling to make its timely interest and/or principal pay-
ments or to otherwise honor its obligations. Debt instru-
ments are subject to varying degrees of credit risk, which
may be reflected in their credit ratings. There is a chance
that a portfolio holding of the FlexShares® Disciplined
Duration MBS Index Fund, FlexShares® Credit-Scored US
Corporate Bond Index Fund, the FlexShares® Credit-
Scored US Long Corporate Bond Index Fund or the
FlexShares® High Yield Value-Scored Bond Index Fund will
have its credit ratings downgraded or will default (i.e., fail
to make scheduled interest or principal payments), or that
the market’s perception of the issuer’s creditworthiness
may worsen, which may reduce a Fund’s income level,
impair a Fund’s liquidity and cause significant deteriora-
tion in NAV. The degree of credit risk depends on the issu-
er’s or counterparty’s financial condition and on the terms
of the securities.

Although the Underlying Index of each of the FlexShares®

Credit-Scored US Corporate Bond Index Fund and
FlexShares® Credit-Scored US Long Corporate Bond Index
Fund is designed to measure a portfolio of bonds of com-
panies with higher credit quality and low risk of default
relative to the Parent Index, there is no assurance that the
Underlying Index or Fund will be comprised of such secu-
rities or that companies that have historically exhibited
fundamentals consistent with high credit quality will con-
tinue to exhibit such fundamentals.

The Underlying Indexes of the FlexShares® Credit-Scored
US Corporate Bond Index Fund and FlexShares® Credit-
Scored US Long Corporate Bond Index Fund rely on vari-
ous sources of information regarding an issuer’s funda-

mental factors, including information that may be based
on assumptions and estimates. Neither the Funds nor NTI
can offer assurances that the Underlying Indexes’ calcula-
tion methodology or sources of information will provide
an accurate assessment of the issuers of the securities
included in the Underlying Indexes.

Currency Hedging Risk. In seeking to track the perfor-
mance of the respective Underlying Index, each of the
FlexShares® Currency Hedged Morningstar DM ex-US Fac-
tor Tilt Index Fund and FlexShares® Currency Hedged
Morningstar EM Factor Tilt Index Fund will attempt to
hedge the currency exposure of non-U.S. dollar denomi-
nated securities held in its portfolio by investing in foreign
currency forward contracts, which may include non-
deliverable foreign currency forward contracts (“NDFs”).
NDFs on currencies are often less liquid than deliverable
foreign currency forward contracts. A lack of liquidity in
NDFs of the hedged currency could result in the Funds
being unable to structure their hedging transactions as
intended. In addition, NTI may seek to limit the size of the
Funds in order to attempt to reduce a situation where the
Funds are unable to obtain sufficient liquidity in an under-
lying currency to implement its investment objective.
When a derivative is used as a hedge against a position that
the FlexShares® Currency Hedged Morningstar DM ex-US
Factor Tilt Index Fund or FlexShares® Currency Hedged
Morningstar EM Factor Tilt Index Fund holds, any loss
generated by the derivative generally should be substan-
tially offset by gains on the hedged investment, and vice
versa. Hedges are sometimes subject to imperfect matching
between the derivative and its reference asset, and there can
be no assurance that the Funds’ hedging transactions will
be effective. While hedging can reduce or eliminate losses,
it can also reduce or eliminate gains.

There is no assurance that a Fund’s foreign currency for-
ward contracts will be effective in hedging fluctuations in
the value of these currencies against the U.S. dollar. The
effectiveness of a Fund’s currency hedging strategy will in
general be affected by the volatility of both the Underlying
Index, and the volatility of the U.S. dollar relative to the
currencies to be hedged. Increased volatility will generally
reduce the effectiveness of a Fund’s currency hedging strat-
egy. The effectiveness of a Fund’s currency hedging strategy
will also in general be affected by interest rates. Significant
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differences between U.S. dollar interest rates and foreign
currency interest rates may impact the effectiveness of a
Fund’s currency hedging strategy.

Foreign currency forward contracts do not eliminate move-
ments in the value of non-U.S. currencies and securities
but rather allow a Fund to establish a fixed rate of exchange
for a future point in time.

Exchange rates may be volatile and may change quickly and
unpredictably in response to both global economic devel-
opments and economic conditions in a geographic region
in which a Fund invests. In addition, a Fund’s exposure to
the value of the component currencies may not be fully
hedged at all times. Also, governments from time to time
intervene in the currency markets, directly and by regula-
tion, in order to influence prices. From time to time, gov-
ernments may adopt policies designed to directly influence
foreign exchange rates with respect to their currency.
Because each Fund’s currency hedge is reset on a monthly
basis, currency risk can develop or increase intra-month.
Furthermore, while the Fund is designed to hedge against
currency fluctuations, it is possible that a degree of cur-
rency exposure may remain even at the time a hedging
transaction is implemented. As a result, a Fund may not be
able to structure its hedging transactions as anticipated or
its hedging transactions may not successfully reduce the
currency risk included in a Fund’s portfolio. To the extent a
Fund enters into over-the-counter derivative transactions
to pursue its currency hedging strategy, the Fund will be
subject to counterparty risk with respect to these transac-
tions. In addition, a Fund’s currency hedging activities may
involve frequent trading of currency instruments, which
may increase transaction costs and cause the Fund’s return
to deviate from the Underlying Index.

Investors, such as the Funds, seeking to trade in foreign
currencies may have limited access to certain currency mar-
kets due to a variety of factors, including government regu-
lations, adverse tax treatment, exchange controls, and cur-
rency convertibility issues. These limitations and
restrictions may impact the availability, liquidity and pric-
ing of the financial instruments that are necessary for a
Fund to hedge exposure to the currency markets. If a
Fund’s ability to enter into contracts to purchase or sell the
currency of a non-U.S. market in which the Fund invests is

impaired, the Fund may not be able to achieve its invest-
ment objective. In addition, these foreign currency forward
contracts involve derivative investments and, therefore,
expose the Funds to the risks described under “Derivatives
Risk” on page 145.

Currency Risk. The FlexShares® Morningstar Developed
Markets ex-US Factor Tilt Index Fund, FlexShares®

Morningstar Emerging Markets Factor Tilt Index Fund,
FlexShares® Currency Hedged Morningstar DM ex-US Fac-
tor Tilt Index Fund (through its investment in its Underly-
ing Fund(s)), FlexShares® Currency Hedged Morningstar
EM Factor Tilt Index Fund (through its investment in its
Underlying Fund(s)), FlexShares® STOXX® Global ESG
Impact Index Fund, FlexShares® Morningstar Global
Upstream Natural Resources Index Fund, FlexShares®

STOXX® Global Broad Infrastructure Index Fund,
FlexShares® Global Quality Real Estate Index Fund,
FlexShares® Real Assets Allocation Index Fund (through its
investment in its Underlying Fund(s)), FlexShares® Inter-
national Quality Dividend Index Fund, FlexShares® Inter-
national Quality Dividend Defensive Index Fund and
FlexShares® International Quality Dividend Dynamic Index
Fund may invest in securities denominated in foreign cur-
rencies. While each Fund’s investments may be denomi-
nated in foreign currencies, the portfolio securities and
other assets held by each Fund are valued in U.S. dollars.
Price fluctuations may occur in the dollar value of foreign
securities because of changing currency exchange rates.
Currency exchange rates may fluctuate significantly over
short periods of time causing a Fund’s NAV to fluctuate as
well. Currency exchange rates can be affected unpredictably
by the intervention or the failure to intervene by U.S. or
foreign governments or central banks, or by currency con-
trols or political developments in the U.S. or abroad. To the
extent that a Fund’s total assets, adjusted to reflect the
Fund’s net position after giving effect to currency transac-
tions, are denominated in the currencies of foreign coun-
tries, that Fund will be more susceptible to the risk of
adverse economic and political developments within those
countries.

Cyber Security and Operational Risk. The Funds and their
service providers may experience disruptions that arise
from breaches in cyber security, human error, processing
and communications errors, counterparty or third-party
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errors, technology or systems failures, any of which may
have an adverse impact on the Funds. Failures or breaches
of the electronic systems of the Funds, the Investment
Adviser, distributor, and other service providers, market
makers, Authorized Participants (together, the “Service
Providers”) or the issuers of securities in which the Funds
invest have the ability to cause disruptions and negatively
impact the Funds’ business operations, potentially resulting
in financial losses to the Funds and their shareholders.

With the increased use of the Internet and because infor-
mation technology (“IT”) systems and digital data underlie
most of the Funds’ operations, the Funds and their Service
Providers and their vendors are exposed to the risk that
their operations and data may be compromised as a result
of internal and external cyber-failures, breaches or attacks
(“Cyber Risk”). This could occur as a result of malicious or
criminal cyber-attacks. Cyber-attacks include actions taken
to: (i) steal or corrupt data maintained online or digitally,
(ii) gain unauthorized access to or release confidential
information, (iii) shut down a Fund or Service Provider
website through denial-of-service attacks or (iv) otherwise
disrupt normal business operations. However, events aris-
ing from human error, faulty or inadequately implemented
policies and procedures or other systems failures unrelated
to any external cyber-threat may have effects similar to
those caused by deliberate cyber-attacks.

Successful cyber-attacks or other cyber-failures or events
affecting the Funds or their Service Providers may
adversely impact a Fund or its shareholders or cause an
investment in the Fund to lose value. For instance, they
may impact a Fund’s ability to calculate its NAV, cause the
release of confidential Fund information, impede trading,
or cause reputational damage. They could also subject a
Fund or its Service Providers to regulatory fines, penalties
or financial losses, reimbursement or other compensation
costs, and/or additional compliance costs. Insurance pro-
tection and contractual indemnification provisions may
not be available or may be insufficient to cover these losses.
The Funds or their Service Providers may also incur signifi-
cant costs to manage and control Cyber Risk.

Cyber Risks are also present for issuers of securities or
other instruments in which the Funds invest, which could

result in material adverse consequences for such issuers,
and may cause a Fund’s investment in such issuers to lose
value.

While the Investment Adviser, Service Providers or Autho-
rized Participants may have established business continuity
plans and risk management systems to prevent such cyber
attacks, there are inherent limitations in such plans and
systems, including the possibility that certain risks have not
been identified or that cyber attacks may be highly sophis-
ticated.

The Funds and their shareholders could be negatively
impacted as a result.

Debt Extension Risk. The FlexShares® Disciplined Dura-
tion MBS Index Fund, FlexShares® Credit-Scored US Cor-
porate Bond Index Fund, FlexShares® Credit-Scored US
Long Corporate Bond Index Fund and FlexShares® High
Yield Value-Scored Bond Index Fund may be subject to
debt extension risk. During periods of rising interest rates,
certain obligations will be paid off substantially more
slowly than originally anticipated and the value of those
securities may fall sharply, resulting in a decline to a Fund’s
income and potentially in the value of a Fund’s invest-
ments.

Derivatives Risk. A derivative is a financial instrument
whose value is derived from, or based upon, the perfor-
mance of underlying assets, interest or currency exchange
rates, or other indices and may be leveraged. Derivatives
include options, total rate of return swaps, currency swaps,
equity swaps, interest rate swaps, forward foreign currency
exchange contracts and futures contracts and options on
futures contracts. The Funds may use these instruments to
help them track their respective Underlying Indexes.

An investment in derivatives can be more sensitive to
changes in interest rates and sudden fluctuations in market
prices than conventional securities. Investments in deriva-
tive instruments, which may be leveraged, may result in
losses exceeding the amounts invested. A Fund’s losses may
be greater if it invests in derivatives than if it invests only in
conventional securities. Engaging in derivative transactions
involves special risks, including that:

(a) the Fund’s derivatives position will lose value;

(b) the counterparty to the transaction will default;
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(c) the value of the derivative instrument will decline
more than the value of the assets on which it is based;

(d) the Fund will be unable to sell its position because of
lack of market depth or disruption;

(e) the value of a derivative instrument will be difficult to
determine; and

(f) loss will occur as a result of inadequate systems or
human error.

Many types of derivatives have been developed recently and
have not been tested over complete market cycles. For these
reasons, a Fund may suffer a loss whether or not the analy-
sis of the Investment Adviser is accurate.

In order to secure its obligations in connection with deriva-
tive contracts, a Fund will either own the underlying assets,
enter into offsetting transactions, or set aside cash or read-
ily marketable securities. This requirement may cause the
Fund to miss favorable trading opportunities, due to a lack
of sufficient cash or readily marketable securities. This
requirement may also cause the Fund to realize losses on
offsetting or terminated derivative contracts.

Forward foreign currency contracts. The FlexShares® Cur-
rency Hedged Morningstar DM ex-US Factor Tilt Index
Fund and FlexShares® Currency Hedged Morningstar EM
Factor Tilt Index Fund intend to use forward foreign cur-
rency contracts to hedge the currency exposure resulting
from investments in foreign securities, to facilitate local
settlements or to protect against currency exposure in con-
nection with their distributions to shareholders. The
FlexShares® Morningstar Developed Markets ex-US Factor
Tilt Index Fund, FlexShares® Morningstar Emerging Mar-
kets Factor Tilt Index Fund, FlexShares® STOXX® Global
ESG Impact Index Fund, FlexShares® Morningstar Global
Upstream Natural Resources Index Fund, FlexShares®

STOXX® Global Broad Infrastructure Index Fund,
FlexShares® Global Quality Real Estate Index Fund,
FlexShares® Real Assets Allocation Index Fund, FlexShares®

International Quality Dividend Index Fund, FlexShares®

International Quality Dividend Defensive Index Fund and
FlexShares® International Quality Dividend Dynamic Index
Fund may enter into forward foreign currency exchange
contracts in order to facilitate local settlements or to pro-
tect against currency exposure in connection with their
distributions to shareholders. These Funds do not expect to

engage in currency transactions for speculative purposes or
for purposes of hedging against declines in the value of a
Fund’s assets that are denominated in a foreign currency.

Forward foreign currency contracts are privately negotiated
transactions, and can have substantial price volatility. As a
result, they offer less protection against default by the other
party than is available for instruments traded on an
exchange. The institutions that deal in forward currency
contracts are not required to continue to make markets in
the currencies they trade and these markets can experience
periods of illiquidity.

Additional information regarding the use of foreign cur-
rency forward contracts and associated risks can be found
under “Currency Hedging Risk” at page 143.

Futures contracts and options on futures contracts. Each
Fund may invest in U.S. futures contracts and the
FlexShares® Morningstar Developed Markets ex-US Factor
Tilt Index Fund, FlexShares® Morningstar Emerging Mar-
kets Factor Tilt Index Fund, FlexShares® Currency Hedged
Morningstar DM ex-US Factor Tilt Index Fund,
FlexShares® Currency Hedged Morningstar EM Factor Tilt
Index Fund, FlexShares® STOXX® Global ESG Impact
Index Fund, FlexShares® Morningstar Global Upstream
Natural Resources Index Fund, FlexShares® STOXX® Global
Broad Infrastructure Index Fund, FlexShares® Global Qual-
ity Real Estate Index Fund, FlexShares® Real Assets Alloca-
tion Index Fund, FlexShares® International Quality Divi-
dend Index Fund, FlexShares® International Quality
Dividend Defensive Index Fund and FlexShares® Interna-
tional Quality Dividend Dynamic Index Fund each may
invest in foreign futures contracts to help it track its respec-
tive Underlying Index. The Funds may also purchase and
sell call and put options on futures contracts. These futures
contracts and options will be used to simulate full invest-
ment in the Underlying Index, to facilitate trading or to
reduce transaction costs. The Funds will only enter futures
contracts and options on futures contracts that are traded
on a U.S. or foreign exchange, as applicable. The Funds will
not use futures or options for speculative purposes.

A futures contract is a type of derivative instrument that
obligates the holder to buy or sell a specified financial
instrument or currency in the future at an agreed upon
price. For example, a futures contract may obligate a Fund,
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at maturity, to take or make delivery of certain domestic or
foreign securities, the cash value of a securities index or a
stated quantity of a foreign currency. When a Fund pur-
chases an option on a futures contract, it has the right to
assume a position as a purchaser or seller of a futures con-
tract at a specified exercise price during the option period.
When a Fund sells an option on a futures contract, it
becomes obligated to purchase or sell a futures contract if
the option is exercised.

Futures contracts and options present the following
risks: imperfect correlation between the change in market
value of a Fund’s securities and the price of futures con-
tracts and options; the possible inability to close a futures
contract when desired; losses due to unanticipated market
movements which potentially are unlimited; and the pos-
sible inability of the Investment Adviser to correctly predict
the direction of securities prices, interest rates, currency
exchange rates and other economic factors. Futures mar-
kets are highly volatile and the use of futures may increase
the volatility of a Fund’s NAV. As a result of the low margin
deposits normally required in futures trading, a relatively
small price movement in a futures contract may result in
substantial losses to a Fund. Futures contracts and options
on futures may be illiquid, and exchanges may limit fluc-
tuations in futures contract prices during a single day. For-
eign exchanges or boards of trade generally do not offer the
same protections as U.S. exchanges.

Swaps. To the extent consistent with its investment policies,
each Fund may invest in swap agreements. To the extent
consistent with its investment policies, the FlexShares® Dis-
ciplined Duration MBS Index Fund, FlexShares® Credit-
Scored US Corporate Bond Index Fund and FlexShares®

Credit-Scored US Long Corporate Bond Index Fund may
invest in interest rate and total rate of return swap agree-
ments. Swap agreements may be structured in different
ways. Swaps allow a fund to invest in a market without
owning or taking physical custody of securities in circum-
stances in which direct investment is restricted for legal
reasons or is otherwise impracticable. Currency swaps are
contracts that obligate the Fund and another party to
exchange their rights to pay or receive specified amounts of
currency. Total rate of return swaps are contracts that obli-
gate a party to pay or receive interest in exchange for the
payment by the other party of the total return generated by

a security, a basket of securities, an index or an index com-
ponent. Interest rate swaps involve the exchange by a Fund
with another party of their respective commitments to pay
or receive interest, e.g., an exchange of floating rate pay-
ments for fixed rate payments with respect to a notional
amount of principal. The use of swaps is a highly special-
ized activity that involves investment techniques and risks
different from those associated with ordinary portfolio
securities transactions. Like other derivative securities,
these instruments can be highly volatile. If the Investment
Adviser is incorrect in its forecasts of market values and
currency exchange rates, the investment performance of a
Fund would be less favorable than it would have been if
these instruments were not used. Because these instru-
ments normally are illiquid, a Fund may not be able to ter-
minate its obligations when desired. In addition, if a Fund
is obligated to pay the return under the terms of a total rate
of return swap, Fund losses due to unanticipated market
movements potentially are unlimited. A Fund also may
suffer a loss if the other party to a transaction defaults.

Options. To the extent consistent with its investment poli-
cies, each Fund may buy put options, buy call options and
write covered call and secured put options. Such options
may relate to particular securities, foreign and domestic
stock indexes, financial instruments, foreign currencies or
the yield differential between two securities (“yield curve
options”) and may or may not be listed on a domestic or
foreign securities exchange or issued by the Options Clear-
ing Corporation. A Fund may “cover” a call option by own-
ing the security underlying the option or through other
means. Put options written by a Fund are “secured” if the
Fund maintains liquid assets in a segregated account in an
amount at least equal to the exercise price of the option up
until the expiration date.

An option is a type of derivative instrument that gives the
holder the right (but not the obligation) to buy (a “call”) or
sell (a “put”) on an asset in the future at an agreed upon
price prior to the expiration date of the option. Options
trading is a highly specialized activity that involves invest-
ment techniques and risks different from those associated
with ordinary Fund securities transactions. The value of
options can be highly volatile, and their use can result in
loss if the investment management team is incorrect in its
expectation of price fluctuations.
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Each Fund will invest and trade in unlisted over-the-
counter options only with firms deemed creditworthy by
the Investment Adviser. However, unlisted options are not
subject to the protections afforded purchasers of listed
options by the Options Clearing Corporation, which per-
forms the obligations of its members which fail to perform
them in connection with the purchase or sale of options.

Distressed Securities Risk. Distressed securities are specu-
lative and involve substantial risks in addition to the risks
of investing in non-investment graded bonds. NTI defines
securities issued by companies whose financial condition is
troubled or uncertain and that may be involved in bank-
ruptcy proceedings, reorganizations or financial
restructurings as “distressed securities.” The FlexShares®

High Yield Value-Scored Bond Index Fund will generally
not receive interest payments on the distressed securities
and may incur costs to protect its investment. In addition,
distressed securities involve the substantial risk that princi-
pal will not be repaid and present a substantial risk of
default. The Fund may incur additional expenses to the
extent it is required to seek recovery upon a default in the
payment of principal of or interest on its portfolio hold-
ings. In any reorganization or liquidation proceeding relat-
ing to a portfolio company, the Fund may lose its entire
investment or may be required to accept cash or securities
with a value less than its original investment. Distressed
securities and any securities received in an exchange for
such securities may be subject to restrictions on resale.

Typically such workout or bankruptcy proceedings result in
only partial recovery of cash payments or an exchange of
the defaulted obligation for other debt or equity securities
of the issuer or its affiliates, which may in turn be illiquid
or speculative. There is even a potential risk of loss by the
Fund of its entire investment in such securities. There are a
number of significant risks inherent in the bankruptcy pro-
cess. A bankruptcy filing by an issuer may adversely and
permanently affect the market position and operations of
the issuer. Many factors of the bankruptcy process, includ-
ing court decisions, the size and priority of other claims,
and the duration and costs of the bankruptcy process, are
beyond the control of the Fund and can adversely affect the
Fund’s return on investment. For example, a court could
invalidate or subordinate a debt obligation of, or reclaim
amounts paid by a debtor to, the Fund. To the extent that

any such payments are recaptured from the Fund, the
resulting loss will be borne by the Fund and its investors.
NTI, on behalf of the Fund, may also participate on com-
mittees formed by creditors to negotiate with debtors with
respect to restructuring issues. There can be no assurance
that NTI’s participation would yield favorable results for
the Fund, and such participation may subject the Fund to
additional duties, liabilities and trading restrictions in a
particular investment.

Dividend Risk is the risk that an issuer of stock held by a
Fund may choose not to declare a dividend or the dividend
rate might not remain at current levels. Dividend paying
stocks might not experience the same level of earnings
growth or capital appreciation as non-dividend paying
stocks. A Fund’s performance during a broad market
advance could suffer because dividend paying stocks may
not experience the same capital appreciation as
nondividend paying stocks.

Equity Securities Risk. Each Fund, other than the
FlexShares® iBoxx 3-Year Target Duration TIPS Index
Fund, FlexShares® iBoxx 5-Year Target Duration TIPS
Index Fund, FlexShares® Disciplined Duration MBS Index
Fund, FlexShares® Credit-Scored US Corporate Bond Index
Fund, FlexShares® Credit-Scored US Long Corporate Bond
Index Fund and FlexShares® High Yield Value-Scored Bond
Index Fund, invest in equity securities, primarily in the
form of common stocks. Each of these Funds may also
invest in preferred stocks and REITs. The FlexShares®

STOXX® Global Broad Infrastructure Index Fund may also
invest in publicly-traded units of Master Limited Partner-
ships (“MLPs”). Preferred stocks are securities that repre-
sent an ownership interest providing the holder with claims
on the issuer’s earnings and assets before common stock
owners but after bond owners. REITs are pooled invest-
ment vehicles that invest primarily in real estate or real
estate related loans. Additional information regarding the
use of REITs and associated risks can be found under
“REIT Risk” at page 165.

Equity securities are subject to changes in value that may
be attributable to market perception of a particular issuer,
general stock market fluctuations that affect all issuers, or
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as a result of such factors as a company’s business perfor-
mance, investor perceptions, stock market trends and gen-
eral economic conditions. The equity securities owned by a
Fund may be more volatile and underperform other asset
classes and the general securities markets.

ESG Investment Risk. The methodology of the Underlying
Index of the FlexShares® STOXX® US ESG Impact Index
Fund and FlexShares® STOXX® Global ESG Impact Index
Fund selects and assigns weights to securities of issuers for
nonfinancial reasons; therefore, a Fund may underperform
the broader equity market or other funds that do not uti-
lize ESG criteria when selecting investments. Although the
Underlying Index is designed to measure a portfolio of
companies with certain ESG criteria, there is no assurance
that the Underlying Index or Fund will be comprised of
such securities or that companies that have historically
exhibited such criteria will continue to exhibit such criteria.
The Index Provider relies on various sources of informa-
tion regarding an issuer, including information that may be
based on assumptions and estimates. Neither the
FlexShares® STOXX® US ESG Impact Index Fund and
FlexShares® STOXX® Global ESG Impact Index Fund nor
NTI can offer assurances that the Underlying Index’s calcu-
lation methodology or sources of information will provide
an accurate assessment of the issuers of the securities
included in the Underlying Index. The Underlying Indexes’
methodology bases ESG scores on the following criteria: (a)
existence of CDP remission/energy reduction targets; (b)
percentage of women and independent directors on a com-
pany’s board; and (c) existence of policies against child
labor and golden parachute agreements. The ESG criteria
for the Underlying Indexes may change from time to time.

Financial Sector Risk. Companies in the U.S. and non-U.S.
financials sector of the economy, including those in the
banking industry, are often subject to extensive govern-
mental regulation and intervention, which may adversely
affect the scope of their activities, the prices they can
charge and the amount of capital they must maintain. Gov-
ernmental regulation may change frequently and may have
significant adverse consequences for companies in the
financial sector, including effects not intended by such
regulation. The impact of recent or future regulation on
any individual financial company, the banking industry or
on the sector as a whole cannot be predicted. Certain risks

may impact the value of investments in the financial sector
more severely than those of investments outside this sector,
including the risks associated with companies that operate
with substantial financial leverage. Companies in the finan-
cial sector may also be adversely affected by increases in
interest rates and loan losses, decreases in the availability of
money or asset valuations, credit rating downgrades and
adverse conditions in other related markets. Insurance
companies, in particular, may be subject to severe price
competition and/or rate regulation, which may have an
adverse impact on their profitability.

In the recent past, deterioration of the credit markets
impacted a broad range of mortgage, asset backed, auction
rate, sovereign debt and other markets, including U.S. and
non-U.S. credit and interbank money markets, thereby
affecting a wide range of financial institutions and markets.
A number of large financial institutions have failed, have
merged with stronger institutions or have had significant
government infusions of capital. Instability in the financial
markets has caused certain financial companies to incur
large losses. Some financial companies experienced
declines in the valuations of their assets, took actions to
raise capital (such as the issuance of debt or equity securi-
ties), or even ceased operations. Some financial companies
borrowed significant amounts of capital from government
sources and may face future government imposed restric-
tions on their businesses or increased government inter-
vention. Those actions caused the securities of many finan-
cial companies to decline in value. The financial sector is
particularly sensitive to fluctuations in interest rates.

Foreign Securities Risk. The FlexShares® Morningstar
Developed Markets ex-US Factor Tilt Index Fund,
FlexShares® Morningstar Emerging Markets Factor Tilt
Index Fund, FlexShares® Currency Hedged Morningstar
DM ex-US Factor Tilt Index Fund, FlexShares® Currency
Hedged Morningstar EM Factor Tilt Index Fund,
FlexShares® STOXX® Global ESG Impact Index Fund,
FlexShares® Morningstar Global Upstream Natural
Resources Index Fund, FlexShares® STOXX® Global Broad
Infrastructure Index Fund, FlexShares® Global Quality Real
Estate Index Fund, FlexShares® Real Assets Allocation
Index Fund, FlexShares® International Quality Dividend
Index Fund, FlexShares® International Quality Dividend
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Defensive Index Fund and FlexShares® International Qual-
ity Dividend Dynamic Index Fund will primarily invest in
foreign securities. Foreign securities include direct invest-
ments in non-U.S. dollar-denominated securities traded
primarily outside of the United States and dollar-
denominated securities of foreign issuers. Foreign securi-
ties also include indirect investments such as American
Depositary Receipts (“ADRs”) and Global Depositary
Receipts (“GDRs”). ADRs are U.S. dollar-denominated
receipts representing shares of foreign-based corporations.
ADRs are receipts that are traded in the U.S., and entitle
the holder to all dividend and capital gain distributions
that are paid out on the underlying foreign shares. GDRs
are receipts that often trade on foreign exchanges. They
represent ownership in an underlying foreign or U.S. secu-
rity and generally are denominated in a foreign currency.

Foreign securities fluctuate in price because of political,
financial, social and economic events in foreign countries
(including, for example, military confrontations, war and
terrorism). A foreign security could also lose value because
of more or less stringent foreign securities regulations and
less stringent accounting and disclosure standards. In addi-
tion, foreign markets may have greater volatility than
domestic markets and foreign securities may be less liquid
and harder to value than domestic securities.

Foreign securities are sensitive to changes in interest rates.
The performance of investments in securities denominated
in a foreign currency also will depend, in part, on the
strength of the foreign currency against the U.S. dollar and
the interest rate environment in the country issuing the
currency. Absent other events that otherwise could affect
the value of a foreign security (such as a change in the
political climate or an issuer’s credit quality), appreciation
in the value of the foreign currency generally results in an
increase in value of a foreign currency-denominated secu-
rity in terms of U.S. dollars. A decline in the value of the
foreign currency relative to the U.S. dollar generally results
in a decrease in value of a foreign currency-denominated
security. Additionally, many countries throughout the
world are dependent on a healthy U.S. economy and are
adversely affected when the U.S. economy weakens or its
markets decline. For example, the recent decline in the U.S.
subprime mortgage market quickly spread throughout

global credit markets, triggering a liquidity crisis that
affected fixed-income and equity markets around the
world.

The energy, materials, and agriculture sectors may account
for a large portion of a foreign country’s exports. Any
changes in these sectors or fluctuations in the commodity
markets could have an adverse impact on a country’s
economy. Commodity prices may be influenced or charac-
terized by unpredictable factors, including, where appli-
cable, high volatility, changes in supply and demand rela-
tionships, weather, agriculture, trade, pestilence, changes in
interest rates and monetary and other governmental poli-
cies, action and inaction. Securities of companies held by a
Fund that are dependent on a single commodity, or are
concentrated in a single commodity sector, may typically
exhibit even higher volatility attributable to commodity
prices.

Investment in foreign securities may involve higher costs
than investment in U.S. securities, including higher trans-
action and custody costs as well as the imposition of addi-
tional taxes by foreign governments. Foreign investments
also may involve risks associated with the level of currency
exchange rates, less complete financial information about
the issuers, less market liquidity and more market volatility
and political instability. Future political and economic
developments, the possible imposition of withholding taxes
on dividend income, the possible seizure or nationalization
of foreign holdings, the possible establishment of exchange
controls or freezes on the convertibility of currency, trade
restrictions (including tariffs), or the adoption of other
governmental restrictions might adversely affect an invest-
ment in foreign securities. Additionally, foreign banks and
foreign branches of domestic banks may be subject to less
stringent reserve requirements and to different accounting,
auditing and recordkeeping requirements.

Some countries in which the Funds invest are in the pro-
cess of privatizing certain entities and industries. This may
expose a Fund to the risk that it will suffer losses in its
investments in newly privatized entities due to inability of
the newly privatized entities to adjust quickly to a competi-
tive environment or to changing regulatory and legal stan-
dards.
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On January 1, 1999, the European Economic and Monetary
Union (“EMU”) introduced a new single currency called
the euro. The euro has replaced the national currencies of
many European countries.

The European Central Bank has control over each member
country’s monetary policies. Therefore, the member coun-
tries no longer control their own monetary policies by
directing independent interest rates for their currencies.
The national governments of the participating countries,
however, have retained the authority to set tax and spend-
ing policies and public debt levels.

The elimination of the currency risk among EMU coun-
tries has affected the economic environment and behavior
of investors, particularly in European markets, but the
long-term impact of those changes on currency values or
on the business or financial condition of European coun-
tries and issuers cannot fully be assessed at this time. In
addition, the introduction of the euro presents other
unique uncertainties, including the fluctuation of the euro
relative to non-euro currencies; whether the interest rate,
tax and labor regimes of European countries participating
in the euro will converge over time; and whether the con-
version of the currencies of other countries that now are or
may in the future become members of the European Union
(“EU”) will have an impact on the euro. Also, it is possible
that the euro could be abandoned in the future by coun-
tries that have already adopted its use. These or other
events, including political and economic developments,
could cause market disruptions, and could affect adversely
the values of securities held by a Fund. Because of the
number of countries using this single currency, a signifi-
cant portion of the assets held by some of the Funds may
be denominated in the euro.

The EU requires member countries to comply with restric-
tions on inflation rates, deficits, interest rates, debt levels
and fiscal and monetary controls, each of which may sig-
nificantly affect every country in Europe. Decreasing
imports or exports, changes in governmental or EU regula-
tions on trade, changes in the exchange rate of the euro, the
default or threat of default by an EU member country on
its sovereign debt, and/or an economic recession in an EU
member country may have a significant adverse effect on
the economies of EU member countries and their trading

partners. The European financial markets have recently
experienced volatility and have been adversely affected by
concerns about economic downturns, credit rating down-
grades, rising government debt levels and possible default
on or restructuring of government debt in several Euro-
pean countries, including Greece, Ireland, Italy, Portugal
and Spain. A default or debt restructuring by any European
country would adversely impact holders of that country’s
debt, and sellers of credit default swaps linked to that coun-
try’s creditworthiness, which may be located in countries
other than those listed in the previous sentence. These
events have adversely affected the value and exchange rate
of the euro and may continue to significantly affect the
economies of every country in Europe, including EU mem-
ber countries that do not use the euro and non-EU mem-
ber countries.

Responses to the financial problems by European govern-
ments, central banks and others, including austerity mea-
sures and reforms, may not work, may result in social
unrest and may limit future growth and economic recovery
or have other unintended consequences. Further defaults
or restructurings by governments and other entities of
their debt could have additional adverse effects on econo-
mies, financial markets and asset valuations around the
world. Additionally, in June of 2016, the United Kingdom
(the “UK”) approved a referendum to leave the EU, com-
monly referred to as “Brexit,” which sparked depreciation
in the value of the British pound and heightened risk of
continued worldwide economic volatility. Pursuant to
Article 50 of the Treaty of Lisbon, the UK gave notice in
March 2017 of its withdrawal from the EU and com-
menced negotiations on the terms of withdrawal. As of the
date of this Prospectus, the UK is scheduled to withdraw
from the EU on March 29, 2019. If no agreement is reached
as to the terms of the UK’s exit from the EU prior to
March 29, 2019 (“hard Brexit”), the negative impacts of
Brexit may be exaggerated. Brexit (and in particular a hard
Brexit) may cause significant market volatility and illiquid-
ity, currency fluctuations, deterioration in economic activ-
ity, a decrease in business confidence, and increased likeli-
hood of a recession in the UK. This may increase
redemptions from a Fund that holds impacted securities.
Market factors, such as the demand for particular portfolio
securities, may also cause the price of certain portfolio
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securities to fall while the price of other securities rise or
remain unchanged. There is significant uncertainty regard-
ing Brexit’s ramifications and the range and potential
implications of possible political, regulatory, economic and
market outcomes are difficult to predict. Securities issued
by companies domiciled in the UK could be subject to
changing regulatory and tax regimes. Banking and financial
services companies that operate in the UK or EU could be
disproportionately impacted by those actions. Other coun-
tries may seek to withdraw from the EU and/or abandon
the euro, the common currency of the EU, which could
exacerbate market and currency volatility and negatively
impact the Funds’ investments in securities issued by com-
panies located in EU countries. A number of countries in
Europe have suffered terror attacks, and additional attacks
may occur in the future. Ukraine has experienced ongoing
military conflict; this conflict may expand and military
attacks could occur in Europe. Europe has also been strug-
gling with mass migration from the Middle East and
Africa. Recent and upcoming European elections could,
depending on the outcomes, further call into question the
future direction of the EU. The ultimate effects of these
events and other socio-political or geopolitical issues are
not known but could profoundly affect global economies
and markets. The impact of these actions, especially if they
occur in a disorderly fashion, is not clear, but could be sig-
nificant and far-reaching.

A Fund may invest in the economies of Australasia. The
economies of Australasia, which includes Australia and
New Zealand, are dependent on exports from the agricul-
tural and mining sectors. This makes Australasian econo-
mies susceptible to fluctuations in the commodity markets.
Australasian economies are also increasingly dependent on
their growing service industries. Because the economies of
Australasia are dependent on the economies of Asia,
Europe and the United States as key trading partners and
investors, reduction in spending by any of these trading
partners on Australasian products and services or negative
changes in any of these economies may cause an adverse
impact on some or all of the Australasian economies.

The United States is Canada’s and Mexico’s largest trading
and investment partner. The Canadian and Mexican
economies are significantly affected by developments in the
U.S. economy. Since the implementation of the North

American Free Trade Agreement (“NAFTA”) in
1994 among Canada, the United States and Mexico, total
merchandise trade between the three countries have
increased. To further this relationship, the three NAFTA
countries entered into the Security and Prosperity Partner-
ship of North America in March 2005, which may further
affect Canada’s and Mexico’s dependency on the U.S.
economy. However, political developments in the U.S.,
including renegotiation of NAFTA and imposition of tariffs
by the U.S., may have implications for the trade arrange-
ments among the U.S., Mexico and Canada, which could
negatively affect the value of securities held by a Fund.
Policy and legislative changes and economic events in any
one North American country may have a significant eco-
nomic effect on the entire North American region, and on
some or all of the North American countries in which a
Fund may invest. A Fund may also invest in securities of
Japanese issuers. A Fund may also invest in securities of
Japanese issuers. See “Japan Investment Risk” on page 159.

Emerging Markets Risk. The FlexShares® Morningstar
Emerging Markets Factor Tilt Index Fund and FlexShares®

Currency Hedged Morningstar EM Factor Tilt Index Fund
invest primarily in emerging market countries. The
FlexShares® Morningstar Global Upstream Natural
Resources Index Fund, FlexShares® STOXX® Global Broad
Infrastructure Index Fund, FlexShares® Global Quality Real
Estate Index Fund, FlexShares® Real Assets Allocation
Index Fund (through its investment in its Underlying
Fund(s)), FlexShares® International Quality Dividend
Index Fund, FlexShares® International Quality Dividend
Defensive Index Fund and FlexShares® International Qual-
ity Dividend Dynamic Index Fund may invest in emerging
market countries. With respect to the FlexShares®

Morningstar Emerging Markets Factor Tilt Index Fund and
FlexShares® Currency Hedged Morningstar EM Factor Tilt
Index Fund, emerging markets are defined by the Index
Provider to the Fund as countries that do not fall in the
high annual per capita gross national income bracket, but
have significant market size and stock market transparency;
reasonable regulations and operational efficiency; and
modest restriction to foreign investors. The risks of foreign
investment are increased when the issuer is located in a
country with an emerging economy or securities market.
Emerging market countries are generally located in the Asia
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and Pacific regions, the Middle East, Eastern Europe, Latin,
Central and South America and Africa. Within these
regions, a Fund may invest in countries such as Brazil,
Chile, China, Columbia, Czech Republic, Egypt, Hungary,
India, Indonesia, Malaysia, Mexico, Morocco, Pakistan,
Peru, Philippines, Poland, Russia, South Africa, South
Korea, Taiwan, Thailand and Turkey, although this list may
change as market developments occur and may include
additional emerging markets. Political and economic struc-
tures in many of these countries may be undergoing sig-
nificant evolution and rapid development, and these coun-
tries may lack the social, political and economic stability
characteristics of developed countries. The securities laws
of emerging market countries may be relatively new and
unsettled and, consequently, there is a risk of rapid and
unpredictable change in laws regarding foreign investment,
securities regulation, title to securities and shareholder
rights. Global factors and foreign actions may inhibit the
flow of foreign capital on which a country is dependent to
sustain its growth. In general, securities markets of emerg-
ing countries are less liquid, are especially subject to greater
price volatility, have smaller market capitalizations, and
have problems with securities registration and custody.
These securities markets also have less government regula-
tion and are not subject to as extensive and frequent
accounting, financial and other reporting requirements as
the securities markets of more developed countries. In
addition, because the securities settlement procedures are
less developed in these countries, a Fund may be required
to deliver securities before receiving payment and also may
be unable to complete transactions during market disrup-
tions. As a result of these and other risks, investments in
these countries generally present a greater risk of loss to a
Fund.

A Fund’s purchase and sale of portfolio securities in certain
emerging countries may be constrained by limitations
relating to daily changes in the prices of listed securities,
periodic trading or settlement volume and/or limitations
on aggregate holdings of foreign investors. Such limitations
may be computed based on the aggregate trading volume
by or holdings of a Fund, the Investment Adviser, its affili-
ates and their respective clients and other service providers.
A Fund may not be able to sell securities in circumstances

where price, trading or settlement volume limitations have
been reached.

Foreign investment in the securities markets of certain
emerging countries is restricted or controlled to varying
degrees which may limit investment in such countries or
increase the administrative costs of such investments. For
example, certain Asian countries require governmental
approval prior to investments by foreign persons or limit
investment by foreign persons to only a specified percent-
age of an issuer’s outstanding securities or a specific class of
securities which may have less advantageous terms (includ-
ing price) than securities of the issuer available for pur-
chase by nationals. In addition, certain countries may
restrict or prohibit investment opportunities in issuers or
industries deemed important to national interests. Such
restrictions may affect the market price, liquidity and rights
of securities that may be purchased by a Fund. The repa-
triation of both investment income and capital from cer-
tain emerging countries is subject to restrictions such as
the need for governmental consents.

Many emerging countries have recently experienced cur-
rency devaluations and substantial (and, in some cases,
extremely high) rates of inflation. Other emerging coun-
tries have experienced economic recessions. These circum-
stances have had a negative effect on the economies and
securities markets of those emerging countries. Economies
in emerging countries generally are dependent heavily
upon commodity prices and international trade and,
accordingly, have been and may continue to be affected
adversely by the economies of their trading partners, trade
barriers, exchange controls, managed adjustments in rela-
tive currency values and other protectionist measures
imposed or negotiated by the countries with which they
trade.

Many emerging countries are subject to a substantial
degree of economic, political and social instability. Govern-
ments of some emerging countries are authoritarian in
nature or have been installed or removed as a result of
military coups, while governments in other emerging
countries have periodically used force to suppress civil dis-
sent. Disparities of wealth, the pace and success of democ-
ratization, and ethnic, religious and racial disaffection,
among other factors, have also led to social unrest, violence
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and/or labor unrest in some emerging countries. Unantici-
pated political or social developments may result in sudden
and significant investment losses. Investing in emerging
countries involves greater risk of loss due to expropriation,
nationalization, confiscation of assets and property or the
imposition of restrictions on foreign investments and on
repatriation of capital invested. As an example, in the past
some Eastern European governments have expropriated
substantial amounts of private property, and many claims
of the property owners have never been fully settled. There
is no assurance that similar expropriations will not recur in
Eastern European or other countries.

A Fund’s investment in emerging countries may also be
subject to withholding or other taxes, which may be signifi-
cant and may reduce the return from an investment in such
countries to the Fund.

Settlement and clearance procedures in emerging countries
are frequently less developed and reliable than those in the
United States and may involve the Fund’s delivery of secu-
rities before receipt of payment for their sale. In addition,
significant delays may occur in certain markets in register-
ing the transfer of securities. Settlement, clearance or regis-
tration problems may make it more difficult for the Fund
to value its portfolio securities and could cause the Fund to
miss attractive investment opportunities, to have a portion
of its assets uninvested or to incur losses due to the failure
of a counterparty to pay for securities the Fund has deliv-
ered or the Fund’s inability to complete its contractual
obligations because of theft or other reasons. In addition,
local agents and depositories are subject to local standards
of care that may not be as rigorous as developed countries.
Governments and other groups may also require local
agents to hold securities in depositories that are not subject
to independent verification. The less developed a country’s
securities market, the greater the risk to the Funds.

The creditworthiness of the local securities firms used by a
Fund in emerging countries may not be as sound as the
creditworthiness of firms used in more developed coun-
tries. As a result, the Fund may be subject to a greater risk
of loss if a securities firm defaults in the performance of its
responsibilities.

The small size and inexperience of the securities markets in
certain emerging countries and the limited volume of trad-

ing in securities in those countries may make the Funds’
investments in such countries less liquid and more volatile
than investments in countries with more developed securi-
ties markets (such as the United States, Japan and most
Western European countries). The Funds’ investments in
emerging countries are subject to the risk that the liquidity
of a particular investment, or investments generally, in
such countries will shrink or disappear suddenly and with-
out warning as a result of adverse economic, market or
political conditions or adverse investor perceptions,
whether or not accurate. Because of the lack of sufficient
market liquidity, a Fund may incur losses because it will be
required to effect sales at a disadvantageous time and then
only at a substantial drop in price. Investments in emerging
countries may be more difficult to price precisely because
of the characteristics discussed above and lower trading
volumes.

A Fund’s use of foreign currency management techniques
in emerging countries may be limited. Due to the limited
market for these instruments in emerging countries, all or
a significant portion of the Funds’ currency exposure in
emerging countries may not be covered by such instru-
ments.

From time to time, certain of the companies in which a
Fund may invest may operate in, or have dealings with,
countries subject to sanctions or embargoes imposed by
the U.S. government and the United Nations and/or coun-
tries identified by the U.S. government as state sponsors of
terrorism. A company may suffer damage to its reputation
if it is identified as a company which operates in, or has
dealings with, countries subject to sanctions or embargoes
imposed by the U.S. government and the United Nations
and/or countries identified by the U.S. government as state
sponsors of terrorism. As an investor in such companies, a
Fund will be indirectly subject to those risks.

A Fund may be invested in issuers located in Russia. The
Russian economy is heavily dependent on exports. Oil,
natural gas, metals, and timber account for more than 80%
of Russia’s exports. Therefore, Russia is vulnerable to fluc-
tuations in world commodity prices and on the price and
demand for these commodities and natural resources. Any
changes in any of these sectors could have an adverse
impact on the Russian economy. The Russian securities
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market is characterized by a limited volume of trading
resulting in difficulty in obtaining accurate prices and trad-
ing. The Russian securities market, as compared to U.S.
markets, has significant price volatility, less liquidity, a
smaller market capitalization and a smaller number of
traded securities. There is also little publicly-available
information about issuers. Settlement, clearing and regis-
tration of securities transactions are subject to risks
because of insufficient registration systems that may not be
subject to effective government supervision. This may
result in significant delays or problems in registering the
transfer of shares. Ownership of shares in Russian compa-
nies is recorded by companies themselves and by registrars
instead of through a central registration system. It is pos-
sible that the Fund’s ownership rights could be lost through
fraud or negligence. While applicable Russian regulations
impose liability on registrars for losses resulting from their
errors, it may be difficult for the Fund to enforce any rights
it may have against the registrar or issuer of the securities
in the event of loss of share registration. Adverse currency
exchange rates are a risk and there is a lack of available cur-
rency hedging instruments. Investments in Russia may be
subject to the risk of nationalization or expropriation of
assets.

As a result of recent events involving Ukraine and the Rus-
sian Federation, the United States and the European Union
have imposed sanctions on certain Russian individuals and
Russian corporations. Additional broader sanctions may be
imposed in the future. These sanctions, or even the threat
of further sanctions, may result in the decline of the value
and liquidity of Russian securities, a weakening of the ruble
or other adverse consequences to the Russian economy.
These sanctions could also result in the immediate freeze of
Russian securities, impairing the ability of a Fund to buy,
sell, receive or deliver those securities. Sanctions could also
result in Russia taking counter measures or retaliatory
actions which may further impair the value and liquidity of
Russian securities. These events could have a negative effect
on the performance of a Fund.

A Fund may be invested in issuers located in Central and
South American countries. Many economies in Latin
America have experienced high interest rates, economic
volatility, inflation, currency devaluations and high unem-
ployment rates. Any adverse economic event in one coun-

try can have a significant effect on other countries of this
region. In addition, commodities (such as oil, gas and min-
erals) represent a significant percentage of the region’s
exports and many economies in this region, are particularly
sensitive to fluctuations in commodity prices. A Fund may
also invest in securities of Chinese issuers. See “China
Investment Risk” on page 142.

Fund of Funds Risk. Each of the FlexShares® Currency
Hedged Morningstar DM ex-US Factor Tilt Index Fund,
FlexShares® Currency Hedged Morningstar EM Factor Tilt
Index Fund and FlexShares® Real Assets Allocation Index
Fund invests a substantial portion of its assets in its respec-
tive Underlying Fund(s), so each Fund’s investment perfor-
mance is directly related to the performance of its Underly-
ing Fund(s). The Funds may also invest in other funds,
including money market funds. Each Fund’s NAV will
change with changes in the value of its respective Underly-
ing Fund(s) and other securities in which the Fund may
invest based on their market valuations. In addition, the
shares of the Underlying Funds may trade at a premium or
discount to their intrinsic value (i.e., the market value may
differ from the net asset value of an ETF’s shares) for a
number of reasons. For example, supply and demand for
shares of an Underlying Fund or market disruptions may
cause the market price of the Underlying Fund to deviate
from the value of the Underlying Fund’s investments,
which may be exacerbated in less liquid markets. An invest-
ment in these Funds will entail more direct and indirect
costs and expenses than a direct investment in their Under-
lying Funds. For example, a Fund indirectly pays a portion
of the expenses (including operating expenses and manage-
ment fees) incurred by its respective Underlying Fund(s).

An investor in the Funds may receive taxable gains from
portfolio transactions by the underlying fund(s), as well as
taxable gains from transactions in shares of the underlying
fund(s) held by the Funds. Certain of the Funds may also
hold common portfolio securities.

As each Fund’s allocations to its underlying fund(s) change
from time to time, or to the extent that the expense ratio of
the underlying fund(s) changes, the weighted average oper-
ating expenses borne by the Fund may increase or decrease.

In addition, the Investment Adviser may have an incentive
to take into account the effect on an Underlying Fund in
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which the a Fund may invest in determining whether, and
under what circumstances, to purchase or sell shares in that
Underlying Fund. Although the Investment Adviser takes
steps to address the conflicts of interest, it is possible that
the conflicts could impact the Funds.

Global Natural Resources Risk. The FlexShares®

Morningstar Global Upstream Natural Resources Index
Fund (which is also an Underlying Fund of the FlexShares®

Real Assets Allocation Index Fund) primarily invests in
companies engaged in natural resource activities and may
be subject to greater risks and market fluctuations than
funds with more diversified portfolios. The value of the
Fund’s securities will fluctuate in response to market con-
ditions generally, and will be particularly sensitive to the
markets for those natural resources in which a particular
issuer is involved. The values of natural resources may also
fluctuate directly with respect to real and perceived infla-
tionary trends and various economic and political develop-
ments. Natural resource industries throughout the world
may be subject to greater political, environmental and
other governmental regulation than many other industries.
Changes in governmental policies and the need for regula-
tory approvals may have an adverse effect on the products
and services of natural resources companies. For example,
the exploration, development and distribution of coal, oil
and gas in the U.S. are subject to significant federal and
state regulation, which may affect rates of return on such
investments and the kinds of services that may be offered
to companies in those industries. In addition, many natural
resource companies have been subject to significant costs
associated with compliance with environmental and other
safety regulations. The direction, type or effect of any
future regulations affecting natural resource industries are
virtually impossible to predict.

Commodity prices fluctuate for several reasons, including
changes in market and economic conditions, the impact of
weather on demand, the impact of interest rates and infla-
tion on production and demand, levels of domestic pro-
duction and imported commodities, energy conservation,
domestic and foreign governmental regulation and taxa-
tion and the availability of local, intrastate and interstate
transportation systems. Volatility of commodity prices,
which may lead to a reduction in production or supply,
may also negatively impact the performance of companies

in natural resources industries that are involved in the
transportation processing, storing, distribution or market-
ing of commodities. Volatility of commodity prices may
also make it more difficult for companies in natural
resources industries to raise capital to the extent the market
perceives that their performance may be directly or indi-
rectly tied to commodity prices.

High Portfolio Turnover Risk. The FlexShares® STOXX®

US ESG Impact Index Fund, FlexShares® iBoxx 3-Year Tar-
get Duration TIPS Index Fund, FlexShares® Disciplined
Duration MBS Index Fund, FlexShares® Credit-Scored US
Long Corporate Bond Index Fund and FlexShares® High
Yield Value-Scored Bond Index Fund may engage in active
and frequent trading of its portfolio securities. A high port-
folio turnover rate is likely to involve higher brokerage
commissions and other transaction costs, which could
reduce a Fund’s return. It also may result in the realization
and/or distribution to shareholders of higher capital gains
or losses as compared to a Fund with less active trading
policies. For the FlexShares® Disciplined Duration MBS
Index Fund, investment in mortgage dollar rolls and par-
ticipation in TBA Transactions may significantly increase
the Fund’s portfolio turnover rate.

High Yield Securities Risk. The FlexShares® High Yield
Value-Scored Bond Index Fund’s non-investment grade
fixed-income securities, sometimes known as “junk bonds,”
will be subject to greater credit risk, price volatility and risk
of loss than investment grade securities, which can
adversely impact the Fund’s return and net asset value.
High yield securities are considered highly speculative and
are subject to the increased risk of an issuer’s inability to
make principal and interest payments.

The market value of these low-rated securities tends to be
more sensitive to individual corporate developments and
changes in interest rates and economic conditions than
higher-rated securities. In addition, they generally present a
higher degree of credit risk. Issuers of low-rated securities
are often highly leveraged, so their ability to repay their
debt during an economic downturn or periods of rising
interest rates may be impaired. The risk of loss due to
default by these issuers also is greater because low-rated
securities generally are unsecured and often are subordi-
nated to the rights of other creditors of the issuers of such
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securities. Investment by the Fund in defaulted securities
poses additional risk of loss should nonpayment of princi-
pal and interest continue in respect of such securities. Even
if such securities are held to maturity, recovery by the Fund
of its initial investment and any anticipated income or
appreciation will be uncertain. The Fund also may incur
additional expenses in seeking recovery on defaulted secu-
rities.

The secondary market for lower quality securities is con-
centrated in relatively few market makers and is dominated
by institutional investors. Accordingly, the secondary mar-
ket for such securities is not as liquid as, and is more vola-
tile than, the secondary market for higher quality securi-
ties. In addition, market trading volume for these securities
generally is lower and the secondary market for such secu-
rities could contract under adverse market or economic
conditions, independent of any specific adverse changes in
the condition of a particular issuer. These factors may have
an adverse effect on the market price and the Fund’s ability
to dispose of particular portfolio investments. A less devel-
oped secondary market also may make it more difficult for
the Fund to obtain precise valuations of such securities in
its portfolio.

Income Risk. The FlexShares® iBoxx 3-Year Target Dura-
tion TIPS Index Fund, FlexShares® iBoxx 5-Year Target
Duration TIPS Index Fund, FlexShares® Disciplined Dura-
tion MBS Index Fund, FlexShares® Credit-Scored US Cor-
porate Bond Index Fund, FlexShares® Credit-Scored US
Long Corporate Bond Index Fund and FlexShares® High
Yield Value-Scored Bond Index Fund’s income may decline
when interest rates fall. This decline can occur in the
FlexShares® Disciplined Duration MBS Index Fund,
FlexShares® Credit-Scored US Corporate Bond Index Fund,
FlexShares® Credit-Scored US Long Corporate Bond Index
Fund and FlexShares® High Yield Value-Scored Bond Index
Fund because a Fund must invest in lower-yielding bonds
as bonds in its portfolio mature, bonds in each Fund’s
respective Underlying Index are substituted, or a Fund oth-
erwise needs to purchase additional bonds. The Index Pro-
vider’s substitution of bonds in a Fund’s Underlying Index
may occur, for example, when the time to maturity for the
bond no longer matches the Underlying Index’s stated
maturity guidelines.

The FlexShares® iBoxx 3-Year Target Duration TIPS Index
Fund and FlexShares® iBoxx 5-Year Target Duration TIPS
Index Fund will invest most of their assets in Treasury
Inflation-Protected Securities (“TIPS”). The Funds’ income
may decline due to a decline in inflation (or deflation). If
there is deflation, the principal value of inflation-linked
securities, such as TIPS, will be adjusted downward, and
consequently the interest payments (calculated with respect
to a smaller principal amount) will be reduced. If inflation
is lower than expected during the period a Fund holds
TIPS, the Fund may earn less income on the security than
on a conventional bond.

Inflation-Protected Securities Risk. The FlexShares® iBoxx
3-Year Target Duration TIPS Index Fund and FlexShares®

iBoxx 5-Year Target Duration TIPS Index Fund will invest
most of their assets in TIPS. The value of inflation-indexed
debt securities are subject to the effects of changes in real
interest rates that may change as a result of different fac-
tors. In general, the value of an inflation-indexed security,
including TIPS, tends to decrease when real interest rates
increase and increase when real interest rates decrease.
Interest payments on inflation-indexed securities will vary
along with changes in the Consumer Price Index for All
Urban Consumers (CPI-U) before seasonal adjustment
(calculated by the Bureau of Labor Statistics). Thus gener-
ally, during periods of rising inflation, the value of
inflation-indexed securities will tend to increase and dur-
ing periods of deflation, their value will tend to decrease.
There can be no assurance that the inflation index used
(i.e., CPI-U) will accurately measure the price increase of a
certain good or service. Increases in the principal value of
TIPS due to inflation are considered taxable ordinary
income for the amount of the increase in a calendar year.

Information Technology Sector Risk. Information tech-
nology companies face intense competition, both domesti-
cally and internationally, which may have an adverse effect
on their profit margins. Like other technology companies,
information technology companies may have limited prod-
uct lines, markets, financial resources or personnel. The
products of information technology companies may face
obsolescence due to rapid technological developments,
frequent new product introduction, unpredictable changes
in growth rates and competition for the services of quali-
fied personnel. Companies in the information technology
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sector are heavily dependent on patent and intellectual
property rights. The loss or impairment of these rights may
adversely affect the profitability of these companies.

Infrastructure-Related Companies Risk. The FlexShares®

STOXX® Global Broad Infrastructure Index Fund (which is
also an Underlying Fund of the FlexShares® Real Assets
Allocation Index Fund) invests primarily in infrastructure-
related companies. Investments in infrastructure-related
companies have greater exposure to the potential adverse
economic, regulatory, political and other changes affecting
such entities. Infrastructure-related companies are subject
to a variety of factors that may adversely affect their busi-
ness or operations including high interest costs in connec-
tion with capital construction programs, costs associated
with compliance with and changes in environmental and
other regulations, difficulty in raising capital in adequate
amounts on reasonable terms in periods of high inflation
and unsettled capital markets, the effects of surplus capac-
ity, increased competition from other providers of services
in a developing deregulatory environment, uncertainties
concerning the availability of fuel at reasonable prices, the
effects of energy conservation policies and other factors.
Additionally, infrastructure-related companies may be sub-
ject to regulation by various governmental authorities and
may also be affected by governmental regulation of rates
charged to customers, government budgetary constraints,
service interruption due to environmental, operational or
other mishaps and the imposition of special tariffs and
changes in tax laws, regulatory policies and accounting
standards.

Other factors that may affect the operations of
infrastructure-related companies include innovations in
technology that could render the way in which a company
delivers a product or service obsolete, significant changes
to the number of ultimate end-users of a company’s prod-
ucts, increased susceptibility to terrorist acts or political
actions, risks of environmental damage due to a company’s
operations or an accident, and general changes in market
sentiment towards infrastructure and utilities assets.

Interest Rate Risk is the risk that rising interest rates may
adversely affect a Fund. Increases in interest rates typically
lower the present value of a REIT’s future earnings stream,
and may make financing property purchases and improve-

ments more costly. Because the market price of REIT stocks
may change based upon investors’ collective perceptions of
future earnings, the value of a Fund may decline when
investors anticipate or experience rising interest rates.

Interest Rate/Maturity Risk. The FlexShares® iBoxx 3-Year
Target Duration TIPS Index Fund, FlexShares® iBoxx
5-Year Target Duration TIPS Index Fund, FlexShares® Dis-
ciplined Duration MBS Index Fund, FlexShares® Credit-
Scored US Corporate Bond Index Fund, FlexShares®

Credit-Scored US Long Corporate Bond Index Fund and
FlexShares® High Yield Value-Scored Bond Index Fund
invest primarily in fixed-income securities. Generally, when
interest rates rise, prices of fixed-income securities fall.
However, market factors, such as the demand for particular
fixed-income securities, may cause the price of certain
fixed-income securities to fall while the prices of other
securities rise or remain unchanged. A fixed-income secu-
rity’s duration approximates its price sensitivity to changes
in interest rates. For example, suppose that interest rates in
one day fall by one percent which, in turn, causes yields on
every bond in the market to fall by the same amount. In
this example, the price of a bond with a duration of three
years may be expected to rise approximately three percent
and the price of a bond with a five-year duration may be
expected to rise approximately five percent. The converse is
also true. Suppose interest rates in one day rise by one per-
cent which, in turn, causes yields on every bond in the
market to rise by the same amount. In this second example,
the price of a bond with a duration of three years may be
expected to fall approximately three percent and the price
of a bond with a five-year duration may be expected to fall
approximately five percent. Interest rate changes have a
greater effect on the price of fixed-income securities with
longer durations. Certain factors, such as the presence of
call features, may cause a particular fixed-income security,
or a Fund as a whole, to exhibit less sensitivity to changes
in interest rates. The maturity of a security, another com-
monly used measure of price sensitivity, measures only the
time until final payment is due, whereas duration takes
into account the pattern of all payments of interest and
principal on a security over time, including how these pay-
ments are affected by prepayments and by changes in inter-
est rates.
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A wide variety of factors can cause interest rates to rise
(e.g., central bank monetary policies, inflation rates, gen-
eral economic conditions, etc.). The Funds currently face a
heightened level of interest rate risk because interest rates
are at historically low levels, but are expected to increase in
the future with unpredictable effects on the markets and
each Fund’s investments. An increase in interest rates may
lead to heightened volatility in the fixed-income markets
and may adversely affect the liquidity of certain fixed-
income investments.

Japan Investment Risk. The FlexShares® Morningstar
Developed Markets ex-US Factor Tilt Index Fund and the
FlexShares® Currency Hedged Morningstar DM-ex US Fac-
tor Tilt Index Fund may be concentrated in securities of
Japanese issuers, and certain other Funds may invest in
Japanese issuers to the extent consistent with their respec-
tive investment strategies. The Japanese economy may be
subject to considerable degrees of economic, political and
social instability, which could negatively impact Japanese
issuers. In recent times, Japan’s economic growth rate has
remained low, and it may remain low in the future. In addi-
tion, Japan is subject to the risk of natural disasters, such as
earthquakes, volcanic eruptions, typhoons and tsunamis,
which could negatively affect a Fund. The growth of Japan’s
economy has historically lagged that of its Asian neighbors
and other major developed economies. The Japanese
economy is heavily dependent on international trade and
has been adversely affected by trade tariffs, other protec-
tionist measures, competition from emerging economies
and the economic conditions of its trading partners.
Japan’s relations with its neighbors, particularly China,
North Korea, South Korea and Russia, have at times been
strained due to territorial disputes, historical animosities
and defense concerns. Most recently, the Japanese govern-
ment has shown concern over the increased nuclear and
military activity by North Korea. Strained relations may
cause uncertainty in the Japanese markets and adversely
affect the overall Japanese economy in times of crisis.
China has become an important trading partner with
Japan, yet the countries’ political relationship has become
strained. Should political tension increase, it could
adversely affect the economy, especially the export sector,
and destabilize the region as a whole. Japan is located in a
part of the world that has historically been prone to natural

disasters such as earthquakes, volcanoes and tsunamis and
is economically sensitive to environmental events. Any such
event, such as the major earthquake and tsunami which
struck Japan in March 2011, could result in a significant
adverse impact on the Japanese economy.

Historically, Japan has been subject to unpredictable
national politics and may experience frequent political
turnover. Future political developments may lead to
changes in policy that might adversely affect a Fund’s
investments. In addition, the Japanese economy faces sev-
eral concerns, including a financial system with large levels
of nonperforming loans, over-leveraged corporate balance
sheets, extensive cross-ownership by major corporations, a
changing corporate governance structure, and large gov-
ernment deficits. The Japanese yen has fluctuated widely at
times and any increase in its value may cause a decline in
exports that could weaken the economy. Furthermore,
Japan has an aging workforce. It is a labor market undergo-
ing fundamental structural changes, as traditional lifetime
employment clashes with the need for increased labor
mobility, which may adversely affect Japan’s economic
competitiveness. Japan also remains heavily dependent on
oil imports, and higher commodity prices could therefore
have a negative impact on the economy. Furthermore,
Japanese corporations often engage in high levels of corpo-
rate leveraging, extensive cross-purchases of the securities
of other corporations and are subject to a changing corpo-
rate governance structure.

Large Cap Risk. The securities of large market capitaliza-
tion companies may underperform other segments of the
market because such companies may be less responsive to
competitive challenges and opportunities and may be
unable to attain high growth rates during periods of eco-
nomic expansion.

Liquidity Risk. To the extent a Fund invests in illiquid
securities or securities that become illiquid, such invest-
ments may have a negative effect on the returns of the
Fund because the Fund may be unable to sell the illiquid
securities at an advantageous time or price. Liquid invest-
ments may become illiquid after purchase by a Fund, par-
ticularly during periods of market turmoil. Illiquid invest-
ments may be harder to value, especially in changing
markets, and if a Fund is forced to sell these investments to
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meet redemption requests or for other cash needs, the
Fund may suffer a loss. Liquidity risk may result from the
lack of an active market, reduced number and capacity of
traditional market participants to make a market in fixed
income securities, and may be magnified in a rising interest
rate environment or other circumstances where investor
redemptions from fixed income funds may be higher than
normal, causing increased supply in the market due to sell-
ing activity. Additionally, the market for certain invest-
ments may become illiquid under adverse market or eco-
nomic conditions independent of any specific adverse
changes in the conditions of a particular issuer. In such
cases, a Fund, due to limitations on investments in illiquid
securities and/or purchasing and selling such investments,
may be unable to achieve a high degree of correlation with
the Fund’s Underlying Index. Additionally, in adverse mar-
ket conditions, a Fund’s market price may begin to reflect
illiquidity or pricing uncertainty of a Fund’s portfolio secu-
rities. This could lead to the Fund’s shares trading at a price
that is higher or lower than the Fund’s net asset value. At
times, such differences may be significant.

Market Risk is the risk that general market conditions,
such as real or perceived adverse economic or political con-
ditions, inflation, changes in interest rates, lack of liquidity
in the bond markets, volatility in the equities market or
adverse investor sentiment could cause the value of your
investment in a Fund to decline. It includes the risk that a
particular style of investing, such as growth or value, may
underperform the market generally. The value of the secu-
rities in which a Fund invests may go up or down in
response to the prospects of individual issuers and/or gen-
eral economic conditions. Securities markets may experi-
ence great short term volatility and may fall sharply at
times. Different markets may behave differently from each
other and a foreign market may move in the opposite
direction from the U.S. market. Price changes may be tem-
porary or last for extended periods. You could lose money
over short periods due to fluctuation in a Fund’s NAV in
response to market movements, and over longer periods
during market downturns.

Market Trading Risks

Absence of Active Market

Although the shares of the Funds described in this Prospec-
tus are listed for trading on a listing exchange and may be
listed on certain foreign exchanges, there can be no assur-
ance that an active trading market for such shares will be
developed or maintained.

Lack of Market Liquidity

Secondary market trading in Fund shares may be halted by
a listing exchange because of market conditions or for
other reasons. In addition, trading in Fund shares is subject
to trading halts caused by extraordinary market volatility
pursuant to “circuit breaker” rules. There can be no assur-
ance that the requirements necessary to maintain the listing
of the shares of a Fund will continue to be met or will
remain unchanged.

Shares of the Funds May Trade at Prices Other Than NAV

Shares of the Funds may trade at, above or below their
most recent NAV. The per share NAV of each Fund is calcu-
lated at the end of each business day and fluctuates with
changes in the market value of such Fund’s holdings since
the prior most recent calculation. The trading prices of a
Fund’s shares will generally fluctuate in accordance with
changes in its NAV, changes in the relative supply of, and
demand for, Fund shares, and changes in the liquidity, or
the perceived liquidity, of the Fund’s holdings. The trading
prices of a Fund’s shares may deviate significantly from
NAV during periods of market volatility. These factors,
among others, may lead to a Fund’s shares trading at a pre-
mium or discount to NAV. However, given that shares can
be created and redeemed only in Creation Units at NAV
(unlike shares of many closed-end funds, which frequently
trade at appreciable discounts from, and sometimes at pre-
miums to, their NAVs), NTI believes that large discounts or
premiums to the NAV of a Fund’s shares should not be
sustained over the long term. While the creation/
redemption feature is designed to make it likely that a
Fund’s shares normally will trade close to the Fund’s NAV,
exchange prices are not expected to correlate exactly with a
Fund’s NAV due to timing reasons as well as market supply
and demand factors. In addition, disruptions to creations
and redemptions including disruptions at market makers,
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Authorized Participants, or market participants or during
periods of significant volatility, may result in trading prices
that differ significantly from NAV. Authorized Participants
may be less willing to create or redeem a Fund’s shares if
there is a lack of an active market for such shares or its
underlying investments, which may contribute to the
Fund’s shares trading at a premium or discount to NAV. If
a shareholder purchases at a time when the market price of
a Fund is at a premium to its NAV or sells at time when the
market price is at a discount to the NAV, the shareholder
may sustain losses.

Since foreign exchanges may be open on days when the
FlexShares® Morningstar Developed Markets ex-US Factor
Tilt Index Fund, FlexShares® Morningstar Emerging Mar-
kets Factor Tilt Index Fund, FlexShares® Currency Hedged
Morningstar DM ex-US Factor Tilt Index Fund,
FlexShares® Currency Hedged Morningstar EM Factor Tilt
Index Fund, FlexShares® STOXX® Global ESG Impact
Index Fund, FlexShares® Morningstar Global Upstream
Natural Resources Index Fund, FlexShares® STOXX® Global
Broad Infrastructure Index Fund, FlexShares® Global Qual-
ity Real Estate Index Fund, FlexShares® Real Assets Alloca-
tion Index Fund, FlexShares® International Quality Divi-
dend Index Fund, FlexShares® International Quality
Dividend Defensive Index Fund and FlexShares® Interna-
tional Quality Dividend Dynamic Index Fund do not price
their shares, the value of the securities in these Funds’ port-
folios may change on days when shareholders will not be
able to purchase or sell the Funds’ shares.

Secondary Market Trading Risk

Shares of a Fund may trade in the secondary market at
times when the Fund does not accept orders to purchase or
redeem shares. At such times, shares may trade in the sec-
ondary market with more significant premiums or dis-
counts than might be experienced at times when the Fund
accepts purchase and redemption orders.

Shares of a Fund, similar to shares of other issuers listed on
a stock exchange, may be sold short and are therefore sub-
ject to the risk of increased volatility associated with short
selling.

Mid and Small Cap Stock Risk. The FlexShares®

Morningstar US Market Factor Tilt Index Fund,
FlexShares® Morningstar Developed Markets ex-US Factor

Tilt Index Fund, FlexShares® Morningstar Emerging Mar-
kets Factor Tilt Index Fund, FlexShares® Currency Hedged
Morningstar DM ex-US Factor Tilt Index Fund (including
through its investment in its Underlying Fund(s)),
FlexShares® Currency Hedged Morningstar EM Factor Tilt
Index Fund (including through its investment in its Under-
lying Fund(s)), FlexShares® Morningstar Global Upstream
Natural Resources Index Fund, FlexShares® STOXX® Global
Broad Infrastructure Index Fund, FlexShares® Global Qual-
ity Real Estate Index Fund and FlexShares® Real Assets
Allocation Index Fund (including through its investment in
its Underlying Fund(s)) will invest a portion of their assets
in mid and small-capitalization companies. Stock prices of
smaller companies may be more volatile than those of
larger companies and therefore the share price of a Fund
that invests mostly in smaller companies may be more
volatile than those of funds that invest a larger percentage
of their assets in stocks issued by large-capitalization com-
panies. Stock prices of smaller companies are generally
more vulnerable than those of large-capitalization compa-
nies to adverse business and economic developments. The
stocks of smaller companies may be thinly traded. In addi-
tion, smaller companies are typically less stable financially
than larger, more established companies and may depend
on a small number of essential personnel, making them
more vulnerable to loss of personnel. Smaller companies
also normally have less diverse product lines than large-
capitalization companies and are more susceptible to
adverse developments concerning their products.

Mid Cap Stock Risk. The FlexShares® STOXX® US ESG
Impact Index Fund and FlexShares® STOXX® Global ESG
Impact Index Fund will invest a portion of their assets in
mid-capitalization companies. Stock prices of smaller com-
panies may be more volatile than those of larger companies
and therefore the share price of a Fund that invests mostly
in smaller companies may be more volatile than those of
funds that invest a larger percentage of their assets in stocks
issued by large-capitalization companies. Stock prices of
smaller companies are generally more vulnerable than
those of large-capitalization companies to adverse business
and economic developments. The stocks of smaller compa-
nies may be thinly traded. In addition, smaller companies
are typically less stable financially than larger, more estab-
lished companies and may depend on a small number of
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essential personnel, making them more vulnerable to loss
of personnel. Smaller companies also normally have less
diverse product lines than large-capitalization companies
and are more susceptible to adverse developments concern-
ing their products.

MLP Risk. The FlexShares® STOXX® Global Broad Infra-
structure Index Fund (which is also an Underlying Fund of
the FlexShares® Real Assets Allocation Index Fund) may
invest in publicly-traded units of Master Limited Partner-
ship (MLPs). The Fund will not invest more than 25% of
its net assets in MLPs. An MLP is a publicly traded com-
pany organized as a limited partnership or limited liability
company and treated as a partnership for federal income
tax purposes. MLPs may derive income and gains from the
exploration, development, mining or production, process-
ing, refining, transportation or storage (including pipelines
transporting gas, oil, or products thereof), or the market-
ing of any mineral or natural resources. MLPs generally
have two classes of owners, the general partner and limited
partners. The general partner of an MLP is typically owned
by one or more of the following: a major energy company,
an investment fund, or the direct management of the MLP.
The general partner may be structured as a private or pub-
licly traded corporation or other entity. The general part-
ner typically controls the operations and management of
the MLP through an up to 2% equity interest in the MLP
plus, in many cases, ownership of common units and sub-
ordinated units. Limited partners own the remainder of the
partnership, through ownership of common units, and
have a limited role in the partnership’s operations and
management.

As compared to common stockholders of a corporation,
holders of MLP units have more limited control and lim-
ited rights to vote on matters affecting the partnership and
the potential for a conflict of interest exists between com-
mon unit holders and a particular MLP’s limited partners.
In addition, there are certain tax risks associated with an
investment in MLP units and conflicts of interest may exist
between common unit holders and the general partner,
including those arising from incentive distribution pay-
ments. MLPs may also be sensitive to changes in interest
rates and during periods of interest rate volatility, may not
provide attractive returns.

A change in current tax law, or a change in the business of
a given MLP, could result in an MLP being treated as a cor-
poration for U.S. federal income tax purposes, which
would result in such MLP being required to pay U.S. fed-
eral income tax on its taxable income. Thus, if any of the
MLPs owned by the Fund were treated as corporations for
U.S. federal income tax purposes, the after-tax return to the
Fund with respect to its investment in such MLPs would be
materially reduced. This could cause a decline in the value
of the MLPs’ units, and potentially have an adverse effect
on the Fund.

To the extent that the Fund invests in the equity securities
of an MLP, the Fund will be a limited partner or member
in such MLP. Accordingly, the Fund will be required to
include in its taxable income the Fund’s allocable share of
the income, gains, losses, deductions and expenses recog-
nized by each such MLP, regardless of whether the MLP
distributes cash to the Fund. The Fund may have to sell
investments to provide cash to make required distributions
if its allocable share of an MLP’s income and gains is not
offset by the MLP’s tax deductions, losses and credits and
the MLP does not distribute sufficient cash. The portion, if
any, of a distribution received by the Fund from an MLP
that is offset by the MLP’s tax deductions, losses or credits
is essentially treated as a return of capital. The percentage
of an MLP’s income and gains that is offset by tax deduc-
tions, losses and credits will fluctuate over time for various
reasons. A significant slowdown in acquisition activity or
capital spending by MLPs in which the Fund invests could
result in a reduction of depreciation deductions, which
may result in increased current taxable income for the
Fund.

Because of the Fund’s investments in equity securities of
MLPs, the Fund’s earnings and profits may be calculated
using accounting methods that are different from those
used for calculating taxable income. Because of these dif-
ferences, the Fund may make distributions out of its cur-
rent or accumulated earnings and profits, which will be
treated as taxable dividends, even in years in which the
Fund’s distributions exceed its taxable income. In addition,
changes in tax laws or regulations, or future interpretations
of such laws or regulations, could adversely affect the Fund
or the MLP investments in which the Fund invests.
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Model Risk is the risk that the allocation model utilized in
the FlexShares® Real Assets Allocation Index Fund’s securi-
ties selection process will not result in improved issuer
creditworthiness, maximize returns or minimize risk, or be
appropriate for every investor seeking a particular risk pro-
file.

Momentum Risk is the risk that securities that have had
higher recent price performance compared to other securi-
ties may be more volatile than a broad cross-section of
securities or that returns on securities that have previously
exhibited price momentum are less than returns on other
securities or the overall stock market. Momentum can turn
quickly and cause significant variation from other types of
investments. An Underlying Fund may follow an index that
selects constituent securities based on a “momentum” fac-
tor.

Mortgage-Backed Pass-Through Securities Risk. The
FlexShares® Disciplined Duration MBS Index Fund invests
in mortgage-backed securities issued by Fannie Mae, Fred-
die Mac or Ginnie Mae. While securities issued by Ginnie
Mae are backed by the full faith and credit of the U.S. gov-
ernment, securities issued by Fannie Mae and Freddie Mac
are not backed by the full faith and credit of the U.S. gov-
ernment, and there can be no assurance that the U.S. gov-
ernment would provide financial support to its agencies or
instrumentalities where it is not obligated to do so.

Mortgage-backed securities represent interests in “pools” of
mortgages. In addition to credit and market risk, these
securities may involve prepayment risk because the under-
lying assets (loans) may be prepaid at any time. Prepay-
ment (or call) risk is the risk that an issuer will exercise its
right to pay principal on an obligation held by the Fund
(such as a mortgage-backed security) earlier than expected.
This may happen during a period of declining interest
rates. Under these circumstances, the Fund may be unable
to recoup all of its initial investment and will suffer from
having to reinvest in lower yielding securities. The loss of
higher yielding securities and the reinvestment at lower
interest rates can reduce the Fund’s income, total return
and share price.

Mortgage-backed securities are also subject to debt exten-
sion risk, which is the risk that when interest rates rise,
certain mortgage-backed securities will be paid off sub-

stantially more slowly than originally anticipated and the
value of those securities may fall sharply, resulting in a
decline to the Fund’s income and potentially in the value of
the Fund’s investments.

Because of call and debt extension risk, mortgage-backed
securities react differently to changes in interest rates than
other bonds. Small movements in interest rates (both
increases and decreases) may quickly and significantly
reduce the value of certain mortgage-backed securities.
These securities are also subject to the risk of default on the
underlying mortgage, particularly during periods of eco-
nomic downturn.

The Fund seeks to obtain exposure to mortgage-backed
securities, as represented in the Underlying Index, primar-
ily through TBA Transactions. Default or bankruptcy of a
counterparty to a TBA Transaction would expose the Fund
to possible loss because of adverse market action, expenses
or delays in connection with the purchase or sale of the
mortgage-backed securities specified in the TBA Transac-
tion. The Fund may acquire interests in mortgage pools
through means other than such standardized contracts for
future delivery.

New Fund Risk. The FlexShares® High Yield Value-Scored
Bond Index Fund may not grow to or maintain an eco-
nomically viable size, in which case it may experience
greater tracking error to its Underlying Index than it other-
wise would at higher asset levels, or it could ultimately liq-
uidate without shareholder approval. The timing of such
liquidation may not be favorable and could have negative
tax consequences for shareholders. From time to time, an
Authorized Participant, a third-party investor, the Fund’s
adviser or an affiliate of the Fund’s adviser, may invest in
the Fund and hold its investment for a specific period of
time in order to facilitate commencement of the Fund’s
operations or for the Fund to achieve size or scale. There
can be no assurance that any such entity would not redeem
its investment or that the size of the Fund would be main-
tained at such levels, which could negatively impact the
Fund. The Fund’s distributor does not maintain a second-
ary market in the shares.

Non-Diversification Risk. The FlexShares® Currency
Hedged Morningstar DM ex-US Factor Tilt Index Fund,
FlexShares® Currency Hedged Morningstar EM Factor Tilt
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Index Fund, FlexShares® Morningstar Global Upstream
Natural Resources Index Fund, FlexShares® STOXX® Global
Broad Infrastructure Index Fund, FlexShares® Global Qual-
ity Real Estate Index Fund, FlexShares® Real Assets Alloca-
tion Index Fund, FlexShares® iBoxx 3-Year Target Duration
TIPS Index Fund, FlexShares® iBoxx 5-Year Target Dura-
tion TIPS Index Fund, FlexShares® Credit-Scored US Cor-
porate Bond Index Fund and FlexShares® Credit-Scored US
Long Corporate Bond Index Fund are classified as “non-
diversified.” This means that each Fund may invest most of
its assets in securities issued by or representing a small
number of issuers. As a result, a Fund may be more suscep-
tible to the risks associated with these particular issuers, or
to a single economic, political or regulatory occurrence
affecting these issuers.

Non-U.S. Issuer Risk. The FlexShares® Credit-Scored US
Corporate Bond Index Fund, FlexShares® Credit-Scored US
Long Corporate Bond Index Fund and FlexShares® High
Yield Value-Scored Bond Index Fund may invest in U.S.
dollar denominated bonds of non-U.S. corporations to the
extent such bonds are included in the Underlying Index.
Investments in bonds of non-U.S. issuers may involve cer-
tain risks that are greater or different than those associated
with investments in securities of U.S. issuers. These risks
include differences in accounting, auditing and financial
reporting standards, the possibility of expropriation or
confiscatory taxation, adverse changes in investment or
exchange control regulations, political instability which
could affect U.S. investments in non-U.S. countries, and
potential restrictions of the flow of international capital.
Non-U.S. issuers may be subject to less governmental regu-
lation than U.S. issuers. Moreover, individual non-U.S.
economies may differ favorably or unfavorably from the
U.S. economy in such respects as growth of gross domestic
product, rate of inflation, capital reinvestment, resource
self-sufficiency and balance of payment positions. In addi-
tion, the value of these securities may fluctuate due to
changes in the exchange rate of the issuer’s local currency
against the U.S. dollar.

The FlexShares® High Yield Value-Scored Bond Index Fund
may invest in U.S. dollar denominated bonds of non-U.S.
issuers domiciled in Australia, Belgium, Canada, Denmark,
France, Germany, Italy, Japan, the Netherlands, New Zea-
land, Norway, Spain, Sweden, Switzerland and the United

Kingdom. Investment in non-U.S. developed country issu-
ers may subject the Fund to regulatory, political, currency,
security, economic and other risks associated with devel-
oped countries. See “Foreign Securities Risk” on page 149
and “Japan Investment Risk” on page 159.

Passive Investment Risk. The Funds are not actively man-
aged. Each Fund may be affected by a general decline in the
market segments relating to its Underlying Index. Each
Fund invests in securities included in, or representative of,
its Underlying Index regardless of their investment merit.
NTI does not attempt to take defensive positions in any
market conditions, including declining markets.

Prepayment (or Call) Risk. Prepayment (or call) risk is a
principal risk for the FlexShares® Disciplined Duration
MBS Index Fund, FlexShares® Credit-Scored US Corporate
Bond Index Fund, FlexShares® Credit-Scored US Long Cor-
porate Bond Index Fund and FlexShares® High Yield Value-
Scored Bond Index Fund. The issuer of a security held by
the Funds (such as a mortgage-related or other asset-
backed security) may under certain circumstances make
principal payments on such security sooner than expected.
This may occur, for example, when interest rates decline.
Such sooner-than-expected principal payments may reduce
the returns of a Fund because the Fund is forced to forego
expected future interest payments on the principal amount
paid back early and the Fund may be forced to reinvest the
money it receives from such early payments at the lower
prevailing interest rates.

Real Estate Securities Risk. The FlexShares® Global Qual-
ity Real Estate Index Fund (which is also an Underlying
Fund of the FlexShares® Real Assets Allocation Index Fund)
primarily invests in real estate companies and may be sub-
ject to greater risks and market fluctuations than funds
with more diversified portfolios. The performance of real
estate securities may be significantly impacted by the per-
formance of real estate markets. Property values may fall
due to increasing vacancies or declining rents resulting
from economic, legal, cultural or technological develop-
ments. The price of real estate company shares also may
drop because of the failure of borrowers to pay their loans
and poor management. Many real estate companies utilize
leverage, which increases investment risk and could
adversely affect a company’s operations and market value
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in periods of rising interest rates as well as risks normally
associated with debt financing. Real property investments
are subject to varying degrees of risk. The yields available
from investments in real estate depend on the amount of
income and capital appreciation generated by the related
properties. Income and real estate values may also be
adversely affected by such factors as applicable domestic
and foreign laws (e.g., Americans with Disabilities Act and
tax laws), interest rate levels and the availability of financ-
ing. If the properties do not generate sufficient income to
meet operating expenses, including, where applicable, debt
service, ground lease payments, tenant improvements,
third-party leasing commissions and other capital expendi-
tures, the income and ability of the real estate company to
make payments of any interest and principal on its debt
securities will be adversely affected. In addition, real prop-
erty may be subject to the quality of credit extended and
defaults by borrowers and tenants. The performance of the
economy in each of the countries and regions in which the
real estate securities owned by the Fund is located affects
occupancy, market rental rates and expenses and, conse-
quently, has an impact on the income from such properties
and their underlying values. The financial results of major
local employers also may have an impact on the cash flow
and value of certain properties. In addition, real estate
investments are relatively illiquid and, therefore, the ability
of real estate companies to vary their portfolios promptly
in response to changes in economic or other conditions is
limited. A real estate company such as a REIT may also
have joint venture investments in certain of its properties
and, consequently, its ability to control decisions relating to
such properties may be limited.

REIT Risk. The FlexShares® Global Quality Real Estate
Index Fund (which is also an Underlying Fund of the
FlexShares® Real Assets Allocation Index Fund) will invest a
substantial amount of its assets in REITs. Each other Fund,
except the FlexShares® iBoxx 3-Year Target Duration TIPs
Index Fund, FlexShares® iBoxx 5-Year Target Duration TIPs
Index Fund and FlexShares® High Yield Value-Scored Bond
Index Fund, may also invest in REITs. REITs are generally
classified as equity REITs, mortgage REITs or a combina-
tion of equity and mortgage REITs. Equity REITs invest the
majority of their assets directly in real property. Mortgage
REITs invest the majority of their assets in real estate mort-

gages and derive income from the collection of interest
payments. Hybrid REITs combine the characteristic of both
equity and mortgage REITs. The FlexShares® Global Qual-
ity Real Estate Index Fund does not intend to invest in
mortgage REITs. Equity REITs may be affected by changes
in the value of the underlying property owned by the
REITs. REITs are dependent upon management skill, may
not be diversified, and are subject to heavy cash flow
dependency, default by mortgagors or lessees and self-
liquidation. In the event of a default by a mortgagor or
lessee, a REIT may experience delays in enforcing its rights
as a mortgagee or lessor and may incur substantial costs
associated with protecting its investments. REITs are also
subject to risks generally associated with investments in
real estate. These risks include: changes in the value of real
estate properties and difficulties in valuing and trading real
estate; risks related to general and local economic condi-
tions; overbuilding and increased competition; increases in
property taxes and operating expenses; changes in zoning
laws; casualty and condemnation losses; variations in rental
income; changes in the appeal of property to tenants; ten-
ant bankruptcies and other credit problems; and changes in
interest rates. To the extent that assets underlying a REIT
are concentrated geographically, by property type or in
certain other respects, these risks may be heightened. REITs
are also subject to interest rate risks. A Fund will indirectly
bear its proportionate share of any expenses, including
management fees, paid by a REIT in which it invests.

REITs are subject to a highly technical and complex set of
provisions in the Internal Revenue Code of 1986, as
amended (the “Code”). It is possible that a Fund may invest
in a real estate company that purports to be a REIT and
that the company could fail to qualify as a REIT. In the
event of any such unexpected failure to qualify as a REIT,
the company would be subject to corporate-level taxation,
significantly reducing the return to the Fund on its invest-
ment in such company.

The REIT investments of a Fund often do not provide
complete tax information to the Fund until after the calen-
dar year-end. Consequently, because of the delay, it may be
necessary for a Fund to request permission to extend the
deadline for issuance of Forms 1099-DIV beyond January
31. Also, under current provisions of the Code, distribu-
tions attributable to operating income of REITs in which a
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Fund invests are not eligible for favorable tax treatment as
long-term capital gains or qualified dividends and will be
taxable to you as ordinary income.

Securities Lending Risk. In order to generate additional
income, the Funds may lend securities to banks, brokers
and dealers or other qualified institutions. In exchange,
each Fund will receive collateral equal to at least 100% of
the value of the securities loaned.

Securities lending may represent no more than one-third of
the value of each Fund’s total assets (including the loan
collateral). Any cash collateral received by each Fund in
connection with these loans may be invested in a variety of
short-term investments, either directly or indirectly
through money market portfolios. Loan collateral (includ-
ing any investment of the collateral) is not included in the
calculation of the percentage limitations described else-
where in this Prospectus regarding each Fund’s investments
in particular types of securities.

A principal risk when lending portfolio securities is that
the borrower might become insolvent or refuse to honor its
obligation to return the securities. In this event, a Fund
could experience delays in recovering its securities and pos-
sibly may incur a capital loss. A Fund will be responsible
for any loss that might result from its investment of the
cash collateral it receives from a borrower. Additionally, the
amount of a Fund’s distributions that qualify for taxation
at reduced long-term capital gains rates for individuals, as
well as the amount of a Fund’s distributions that qualify for
the dividends received deduction available to corporate
shareholders (together, “qualifying dividends”) may be
reduced as a result of a Fund’s securities lending activities.
This is because any dividends paid on securities while on
loan will not be deemed to have been received by the Fund,
and the equivalent amount paid to the Fund by the bor-
rower of the securities will not be deemed to be a qualify-
ing dividend.

Substantial Volatility Risk. The value of the securities in a
Fund’s portfolio may fluctuate, sometimes rapidly and
unpredictably at a greater level than the overall market.
The value of a security may fluctuate due to factors affect-
ing markets generally or particular industries. This volatil-
ity may affect a Fund’s NAV. An Underlying Index is cre-
ated to seek higher yields than the Parent Index and has

exposure to securities likely to be more volatile than other
similar securities. There is risk that a Fund could have sub-
stantial volatility.

Tax Risk is the risk that if a Fund invests in an Underlying
Fund, the Fund’s realized losses on sales of shares of the
Underlying Funds may be indefinitely or permanently
deferred as “wash sales.” Distributions of short term capital
gains by the Underlying Funds will be recognized as ordi-
nary income by the Fund and would not be offset by the
Fund’s capital loss carryforwards, if any. Capital loss
carryforwards of the Underlying Funds, if any, would not
offset net capital gains of the Fund. Each of these effects is
caused by the Fund’s investment in the Underlying Funds
and may result in distributions to Fund shareholders being
of higher magnitudes and less likely to qualify for lower
capital gain tax rates than if the Fund were to invest other-
wise.

Tracking Error Risk. Tracking error risk is the risk that a
Fund’s performance may vary substantially from the per-
formance of the Underlying Index it tracks as a result of
imperfect correlation between a Fund’s securities and those
of the Underlying Index. Imperfect correlation may result
from share purchases and redemptions, expenses, cash
holdings, changes in the Underlying Indexes, asset valua-
tions, costs of entering into foreign currency forward con-
tracts, foreign currency valuations, market impact, corpo-
rate actions (such as mergers and spin-offs), legal
restrictions (such as tax-related diversification require-
ments that apply to the Funds but not to the Underlying
Index) and timing variances, among other factors. The
FlexShares® High Yield Value-Scored Bond Index Fund may
experience higher tracking error than other fixed income
index ETFs that do not track an index comprised primarily
of non-investment grade securities. This risk may be
heightened during times of increased market volatility or
other unusual market conditions. To the extent that a Fund
uses a representative sampling indexing strategy, a Fund
may not fully replicate its Underlying Index and may not
hold securities included in its Underlying Index. Therefore,
each Fund is subject to management risk. That is, NTI’s
indexing strategy, the implementation of which is subject
to a number of constraints, may not produce the intended
results.
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U.S. Government Securities Risk. The FlexShares® iBoxx
3-Year Target Duration TIPS Index Fund, FlexShares®

iBoxx 5-Year Target Duration TIPS Index Fund,
FlexShares® Disciplined Duration MBS Index Fund,
FlexShares® Credit-Scored US Corporate Bond Index Fund
and FlexShares® Credit-Scored US Long Corporate Bond
Index Fund may invest in U.S. government securities to the
extent consistent with their investment objectives and strat-
egies. Not all U.S. government obligations carry the same
credit support. Although many U.S. government securities
in which a Fund may invest, such as those issued by Fannie
Mae and Freddie Mac, may be chartered or sponsored by
Acts of Congress, their securities are neither issued nor
guaranteed by the U.S. Treasury and, therefore, are not
backed by the full faith and credit of the United States.
Some, such as those of Ginnie Mae, are supported by the
full faith and credit of the U.S. Treasury. Other obligations,
such as those of the Federal Home Loan Banks, are sup-
ported by the right of the issuer to borrow from the
U.S. Treasury; and others are supported by the discretion-
ary authority of the U.S. government to purchase the agen-
cy’s obligations. Still others are supported only by the
credit of the instrumentality or sponsored enterprise. The
maximum potential liability of the issuers of some U.S.
government securities held by a Fund may greatly exceed
their current resources, including their legal right to sup-
port from the U.S. Treasury. It is possible that these issuers
will not have the funds to meet their payment obligations
in the future. No assurance can be given that the U.S. gov-
ernment would provide financial support to its agencies,
instrumentalities or sponsored enterprises if it is not obli-
gated to do so by law.

An agency of the U.S. government has placed Fannie Mae
and Freddie Mac into conservatorship, a statutory process
with the objective of returning the entities to normal busi-
ness operations. It is unclear what effect this conservator-
ship will have on the securities issued or guaranteed by
Fannie Mae or Freddie Mac. As a result, these securities are
subject to more credit risk than U.S. government securities
that are supported by the full faith and credit of the
United States (e.g., U.S. Treasury bonds).

To the extent a Fund invests in debt instruments or securi-
ties of non-U.S. government entities that are backed by the
full faith and credit of the United States, there is a possibil-

ity that such guarantee may be discontinued or modified at
a later date.

U.S. Issuer Risk. The FlexShares® Morningstar US Market
Factor Tilt Index Fund, FlexShares® US Quality Large Cap
Index Fund, FlexShares® STOXX® US ESG Impact Index
Fund, FlexShares® STOXX® Global ESG Impact Index
Fund, FlexShares® Morningstar Global Upstream Natural
Resources Index Fund, FlexShares® STOXX® Global Broad
Infrastructure Index Fund, FlexShares® Global Quality Real
Estate Index Fund, FlexShares® Real Assets Allocation
Index Fund (through its investment in its Underlying
Funds), FlexShares® Quality Dividend Index Fund,
FlexShares® Quality Dividend Defensive Index Fund,
FlexShares® Quality Dividend Dynamic Index Fund,
FlexShares® Disciplined Duration MBS Index Fund,
FlexShares® Credit-Scored US Corporate Bond Index Fund,
FlexShares® Credit-Scored US Long Corporate Bond Index
Fund and FlexShares® High Yield Value-Scored Bond Index
Fund may have significant exposure to U.S. issuers.
Decreasing imports or exports, changes in trade regula-
tions and/or an economic recession in the United States
may have a material adverse effect on the U.S. economy.
The financial crisis that began in 2007 caused a significant
decline in the value and liquidity of issuers in the
United States. Policy and legislative changes in the
United States are changing many aspects of financial and
other regulation and may have a significant effect on the
U.S. markets generally, as well as the value of certain secu-
rities. In addition, a continued rise in the U.S. public debt
level or U.S. austerity measures may adversely affect U.S.
economic growth and the securities to which the Funds
have exposure.

Valuation Risk. The sale price the Funds could receive for a
security may differ from the Funds’ valuation of the secu-
rity, particularly for securities that trade in low volume or
volatile markets, or that are valued using a fair value meth-
odology. Because portfolio securities of the FlexShares®

Morningstar Developed Markets ex-US Factor Tilt Index
Fund, FlexShares® Morningstar Emerging Markets Factor
Tilt Index Fund, FlexShares® Currency Hedged
Morningstar DM ex-US Factor Tilt Index Fund,
FlexShares® Currency Hedged Morningstar EM Factor Tilt
Index Fund, FlexShares® STOXX® Global ESG Impact
Index Fund, FlexShares® Morningstar Global Upstream
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Natural Resources Index Fund, FlexShares® STOXX® Global
Broad Infrastructure Index Fund, FlexShares® Global Qual-
ity Real Estate Index Fund, FlexShares® Real Assets Alloca-
tion Index Fund, FlexShares® International Quality Divi-
dend Index Fund, FlexShares® International Quality
Dividend Defensive Index Fund and FlexShares® Interna-
tional Quality Dividend Dynamic Index Fund may be
traded on non-U.S. exchanges, and non-U.S. exchanges
may be open on days when a Fund does not price its shares,
the value of the securities in a Fund’s portfolio may change
on days when shareholders will not be able to purchase or
sell the Fund’s shares. The Funds rely on various sources to
calculate their respective NAVs. The information may be
provided by third parties that are believed to be reliable,
but the information may not be accurate due to errors by
such pricing sources, technological issues or otherwise.

Value Investing Risk is the risk that a Fund’s investment in
companies whose securities are believed to be undervalued,
relative to their underlying profitability, will not appreciate
in value as anticipated.

Value Score Risk is the risk that the FlexShares® High Yield
Value-Scored Bond Index Fund’s investment in companies
whose securities are believed to be undervalued will not
appreciate in value as anticipated. Although the Fund’s
Underlying Index is designed to measure a portfolio of
bonds of companies with the potential for higher yields
and less risk of insolvency relative to the Fund’s Parent
Index, there is no assurance that the Underlying Index or
the Fund will be comprised of such securities. Accordingly,
the Fund may be subject to greater credit risk, price volatil-
ity and risk of loss relative to its Parent Index.

Volatility Risk is the risk that the actual level of volatility
experienced by a Fund may be greater or lower than the
targeted overall volatility of the Fund’s Underlying Index.
Although a Fund’s Underlying Index is designed to have a
targeted overall volatility that is similar to that of the Par-
ent Index, there is no guarantee that it will have the tar-
geted overall volatility. A Fund will continue to seek to
track the Underlying Index even if the Underlying Index
does not have the targeted overall volatility. There is also
the risk that a Fund may experience volatility greater or
lower than that of the Underlying Index as a result of
tracking error. A portfolio of securities with greater volatil-

ity is generally considered to have a higher risk profile than
a portfolio with lower volatility.

Additional Information About the Funds’
Investments and Other Risks

The principal risks of investing in the Funds are described
under each “Fund Summary” above, and in “Additional
Information About the Funds’ Principal Risks” above on
page 136. This section provides additional information
about some of the investments and related risks described
under the “Fund Summary” for each Fund above. It also
describes additional risks faced by the Funds and invest-
ment techniques that may be used by the Funds from time
to time. This Prospectus does not attempt to disclose all of
the various types of instruments and investment tech-
niques that may be used by the Funds. As with any fund,
investors in the Funds rely on the professional investment
judgment and skill of the Investment Adviser and the indi-
vidual portfolio managers. Please see the Statement of
Additional Information for more information about the
securities and investment techniques described in this sec-
tion and about other strategies and techniques that may be
used by the Funds.

The FlexShares® Currency Hedged Morningstar DM ex-US
Factor Tilt Index Fund, FlexShares® Currency Hedged
Morningstar EM Factor Tilt Index Fund and FlexShares®

Real Assets Allocation Index Fund may be exposed to these
risks directly, or indirectly through the Funds’ investments
in the applicable Underlying Fund(s).

Borrowings and Reverse Repurchase Agreements. To the
extent consistent with its investment policies, each Fund
may borrow money and enter into reverse repurchase
agreements in amounts not exceeding one-third of the
value of its total assets (including the amount borrowed).
Each Fund may enter into reverse repurchase agreements
when the Investment Adviser expects that the interest
income to be earned from the investment of the transac-
tion proceeds will be greater than the related interest
expense. Reverse repurchase agreements involve the sale of
securities held by a Fund subject to the Fund’s agreement
to repurchase them at a mutually agreed upon date and
price (including interest).
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Borrowings and reverse repurchase agreements involve
leveraging. If the securities held by a Fund decline in value
while these transactions are outstanding, the NAV of the
Fund’s outstanding shares will decline in value by propor-
tionately more than the decline in value of the securities. In
addition, reverse repurchase agreements involve the risks
that (a) the interest income earned by a Fund (from the
investment of the proceeds) will be less than the interest
expense of the transaction; (b) the market value of the
securities sold by the Fund will decline below the price the
Fund is obligated to pay to repurchase the securities; and
(c) the securities may not be returned to the Fund.

Cash Redemption Risk. Because each of the FlexShares®

Currency Hedged Morningstar DM ex-US Factor Tilt
Index Fund and FlexShares® Currency Hedged
Morningstar EM Factor Tilt Index Fund invest a portion of
its assets in foreign currency forward contracts, such Fund
may pay out a portion of its redemption proceeds in cash
rather than through the in-kind delivery of portfolio secu-
rities. Each Fund may be required to unwind such con-
tracts or sell portfolio securities in order to obtain the cash
needed to distribute redemption proceeds. This may cause
a Fund to recognize a capital gain that it might not have
incurred if it had made a redemption in-kind. As a result, a
Fund may pay out higher annual capital gains distributions
than if the in-kind redemption process was used. Only cer-
tain institutional investors known as Authorized Partici-
pants who have entered into an agreement with the Funds’
distributor may redeem shares from the Funds directly; all
other investors buy and sell shares at market prices on an
exchange.

Fixed-Income Instruments. Conditions in the U.S. and
many foreign economies have resulted, and may continue
to result, in fixed income instruments experiencing
unusual liquidity issues, increased price volatility and, in
some cases, credit downgrades and increased likelihood of
default. These events have reduced the willingness and abil-
ity of some lenders to extend credit, and have made it more
difficult for borrowers to obtain financing on attractive
terms, if at all. As a result, the values of many types of secu-
rities have been reduced. In addition, global economies and
financial markets are becoming increasingly intercon-
nected, which increases the possibilities that conditions in
one country or region might adversely impact issuers in a

different country or region. The severity or duration of
adverse economic conditions may also be affected by policy
changes made by governments or quasi-governmental
organizations. In addition, political events within the U.S.
and abroad, such as the U.S. government’s recent inability
to agree on a long-term budget and deficit reduction plan,
the federal government shutdown and threats to not
increase the federal government’s debt limit, may affect
investor and consumer confidence and may adversely
impact financial markets and the broader economy, per-
haps suddenly and to a significant degree. High public debt
in the U.S. and other countries creates ongoing systemic
and market risks and policymaking uncertainty

Industrial Sector Risk. A Fund may invest to a significant
extent in the industrials sector of the economy. The value
of securities issued by companies in the industrials sector
may be adversely affected by supply and demand related to
their specific products or services and industrials sector
products in general. The products of manufacturing com-
panies may face obsolescence due to rapid technological
developments and frequent new product introduction.
Government regulations, world events, economic condi-
tions and exchange rates may adversely affect the perfor-
mance of companies in the industrials sector. Companies
in the industrials sector may be adversely affected by liabil-
ity for environmental damage and product liability claims.
The industrials sector may also be adversely affected by
changes or trends in commodity prices, which may be
influenced by unpredictable factors.

Investment Companies. The Funds may invest in securities
of other investment companies, including other ETFs. Such
investments may include money market funds and other
exchange-traded funds managed by the Investment
Adviser. The following limitations do not apply to the
FlexShares® Currency Hedged Morningstar DM ex-US Fac-
tor Tilt Index Fund, FlexShares® Currency Hedged
Morningstar EM Factor Tilt Index Fund or the FlexShares®

Real Assets Allocation Index Fund, but do apply to their
respective Underlying Funds. Investments will be limited so
that, as determined after a purchase is made, either: (a) not
more than 3% of the total outstanding stock of such invest-
ment company will be owned by the Fund, the Trust as a
whole and its affiliated persons (as defined in the
1940 Act); or (b) (i) not more than 5% of the value of the
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total assets of the Fund will be invested in the securities of
any one investment company, (ii) not more than 10% of
the value of its total assets will be invested in the aggregate
securities of investment companies as a group and (iii) not
more than 3% of the outstanding voting stock of any one
investment company will be owned by the Fund. These
limits will not apply to the investment of uninvested cash
balances in shares of registered or unregistered money
market funds whether affiliated or unaffiliated. The forego-
ing exemption, however, only applies to an unregistered
money market fund that (i) limits its investments to those
in which a money market fund may invest under Rule 2a-7
of the Investment Company Act of 1940 (“1940 Act”), as
amended, and (ii) undertakes to comply with all the other
provisions of Rule 2a-7.

Investment Grade Securities. A security is considered
investment grade if, at the time of acquisition, it is rated:

• BBB of higher by S&P Global Ratings (“S&P”);

• Baa3 or higher by Moody’s Investors Service, Inc.
(“Moody’s”);

• BBB or higher by Fitch Ratings (“Fitch”); or

• BBB or higher by DBRS Ratings Limited (“DBRS”).

A security will be considered investment grade if it receives
one of the above ratings, or a comparable rating from
another organization that is recognized as a NRSRO, even
if it receives a lower rating from other rating organizations.
An unrated security also may be considered investment
grade if the Investment Adviser determines that the secu-
rity is comparable in quality to a security that has been
rated investment grade.

Generally, the lower the credit rating of a security, issuer,
guarantor or counterparty, the higher the degree of risk as
to payment of interest and return of capital. Although
securities rated BBB by S&P, DBRS or Fitch, or Baa3 by
Moody’s are considered investment grade, they have certain
speculative characteristics. Therefore, they may be subject
to a higher risk of default than obligations with higher rat-
ings. Subsequent to its purchase by a Fund, a rated security
may cease to be rated or its rating may be reduced below
investment grade or a security may no longer be considered
to be investment grade. In such case, the Fund is not
required to dispose of the security.

Large Shareholder Risk. To the extent a significant per-
centage of the shares of a Fund are owned or controlled by
a small number of account shareholders (or a single
account shareholder), including funds or accounts over
which the Investment Adviser or an affiliate of the Invest-
ment Adviser has investment discretion, the Fund is subject
to the risk that those shareholders may purchase or sell
Fund shares in significant amounts rapidly or unexpect-
edly, including as a result of an asset allocation decision
made by the Investment Adviser or an affiliate of the
Investment Adviser and may adversely affect a Fund’s per-
formance if the Investment Adviser sells portfolio securities
or invests cash when the Investment Adviser would not
otherwise choose to do so. Redemptions of a large number
of shares may affect the liquidity of a Fund’s portfolio,
increase the Fund’s transaction costs, and accelerate the
realization of taxable income and/or gains.

Mortgage Dollar Rolls. The FlexShares® Disciplined Dura-
tion MBS Index Fund may invest in mortgage dollar rolls.
A mortgage dollar roll involves the sale by the Fund of
securities for delivery in the future (generally within 30
days). The Fund simultaneously contracts with the same
counterparty to repurchase substantially similar (same
type, coupon and maturity) but not identical securities on
a specified future date. During the roll period, the Fund
loses the right to receive principal and interest paid on the
securities sold. However, the Fund benefits to the extent of
any difference between (a) the price received for the securi-
ties sold and (b) the lower forward price for the future pur-
chase and/or fee income plus the interest earned on the
cash proceeds of the securities sold. Successful use of mort-
gage dollar rolls depends upon the Investment Adviser’s
ability to predict correctly interest rates and mortgage pre-
payments. If the Investment Adviser is incorrect in its pre-
diction, the Fund may experience a loss. Unless the benefits
of a mortgage dollar roll exceed the income, capital appre-
ciation and gain or loss due to mortgage prepayments that
would have been realized on the securities sold as part of
the roll, the use of this technique will diminish the Fund’s
performance.

For financial reporting and tax purposes, the Fund treats
mortgage dollar rolls as two separate transactions: one
involving the purchase of a security and a separate transac-
tion involving a sale. The Fund currently does not intend to
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enter into mortgage dollar rolls that are accounted for as
financing and does not treat them as borrowings.

Repurchase Agreements. To the extent consistent with its
investment policies, each Fund may enter into repurchase
agreements with financial institutions such as banks and
broker-dealers that are deemed to be creditworthy by the
Investment Adviser. Repurchase agreements involve the
purchase of securities by a Fund subject to the seller’s
agreement to repurchase them at a mutually agreed upon
date and price. In the event of a default, the Funds will suf-
fer a loss to the extent that the proceeds from the sale of the
underlying securities and other collateral are less than the
repurchase price and the Funds’ costs associated with delay
and enforcement of the repurchase agreement. In addition,
in the event of bankruptcy, the Funds could suffer addi-
tional losses if a court determines that the Funds’ interest
in the collateral is unenforceable by the Funds.

Each Fund intends to enter into transactions with
counterparties that are creditworthy at the time of the
transactions. There is always the risk that the Investment
Adviser’s analysis of creditworthiness is incorrect or may
change due to market conditions. To the extent that a Fund
focuses its transactions with a limited number of
counterparties, it will be more susceptible to the risks asso-
ciated with one or more counterparties. With respect to
collateral received in repurchase transactions or other
investments, the Funds may have significant exposure to
the financial services and mortgage markets. Such expo-
sure, depending on market conditions, could have a nega-
tive impact on the Funds, including minimizing the value
of any collateral.

Rule 144A Securities. The Underlying Index of the
FlexShares® Credit-Scored US Corporate Bond Index Fund
and FlexShares® Credit-Scored US Long Corporate Bond
Index Fund may include securities offered pursuant to
Rule 144A of the Securities Act, and each Fund may pur-
chase these types of securities to the extent consistent with
its investment objective and strategies. Rule 144A securities
may be resold only to qualified institutional buyers and
other conditions are met for resale. Because there may be
relatively few potential purchasers for such securities, espe-
cially under adverse market or economic conditions or in
the event of adverse changes in the financial condition of

the issuer, each Fund may find it more difficult to sell such
securities or it may be able to sell such securities only at
prices lower than if such securities were more widely held
or traded. At times, it also may be more difficult to deter-
mine the fair value of such securities for purposes of com-
puting the Fund’s NAV due to the absence of an active
trading market. There can be no assurance that a security
that is deemed to be liquid when purchased will continue
to be liquid for as long as it is held by each Fund.

In recognition of the increased size and liquidity of the
institutional market for unregistered securities and the
importance of institutional investors in the formation of
capital, the Securities and Exchange Commission adopted
Rule 144A under the Securities Act. Rule 144A is designed
to facilitate efficient trading among institutional investors
by permitting the sale of certain unregistered securities to
qualified institutional buyers. To the extent privately placed
securities held by a Fund qualify under Rule 144A and an
institutional market develops for those securities, the
Funds likely will be able to dispose of the securities without
registering them under the Securities Act. To the extent that
institutional buyers become, for a time, uninterested in
purchasing these securities, investing in Rule 144A securi-
ties could increase the level of a Fund’s illiquidity.

Structured Securities. The FlexShares® Disciplined Dura-
tion MBS Index Fund may invest in structured securities to
the extent consistent with its investment objective and
strategies. Structured securities present additional risk that
the interest paid to the Fund on a structured security will
be less than expected. The value of such securities is deter-
mined by reference to changes in the value of specific cur-
rencies, interest rates, commodities, securities, indices or
other financial indicators (the “Reference”) or the relative
change in two or more References. The interest rate or the
principal amount payable upon maturity or redemption
may be increased or decreased depending upon changes in
the applicable Reference. Examples of structured securities
include, but are not limited to, debt obligations, where the
principal repayment at maturity is determined by the value
of a specified security or securities index.

The terms of some structured securities may provide that
in certain circumstances no principal is due at maturity
and, therefore, the Fund could suffer a total loss of its
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investment. Structured securities may be positively or
negatively indexed, so that appreciation of the Reference
may produce an increase or decrease in the interest rate or
value of the security at maturity. In addition, changes in
the interest rates or the value of the security at maturity
may be a multiple of changes in the value of the Reference.
Consequently, structured securities may entail a greater
degree of market risk than other types of securities. Struc-
tured securities also may be more volatile, less liquid and
more difficult to accurately price than less complex securi-
ties due to their derivative nature. As a result, investments
in structured securities may adversely affect the Fund’s
NAV. In some cases it is possible that the Fund may suffer a
total loss on its investment in a structured security.

Trading Halt Risk. An exchange or market may close or
issue trading halts on specific securities, or the ability to
buy or sell certain securities or financial instruments may
be restricted, which may result in a Fund being unable to
buy or sell certain securities or financial instruments. In
such circumstances, the Fund may be unable to rebalance
its portfolio, may be unable to accurately price its invest-
ments and/or may incur substantial trading losses.

To the extent that the portfolio securities of a Fund trade
on foreign exchanges that may be closed when the securi-
ties exchange on which the Fund’s shares trade is open,
there are likely to be deviations between the current price
of such securities and the last quoted price for the securi-
ties (i.e., the Fund’s quote from the closed foreign market).
These deviations could result in premiums or discounts to
the Fund’s NAV that may be greater than those experienced
by other exchange-traded funds.

Variable and Floating Rate Instruments. The FlexShares®

Credit-Scored US Corporate Bond Index Fund, FlexShares®

Credit-Scored US Long Corporate Bond Index Fund and
FlexShares® High Yield Value-Scored Bond Index Fund may
invest in variable and floating rate instruments to the
extent consistent with its investment objective and strate-
gies. Variable and floating rate instruments have interest
rates that periodically are adjusted either at set intervals or
that float at a margin tied to a specified index rate. These
instruments include variable amount master demand
notes, long-term variable and floating rate bonds where a
Fund obtains at the time of purchase the right to put the

bond back to the issuer or a third party at par at a specified
date and leveraged inverse floating rate instruments
(“inverse floaters”). An inverse floater is leveraged to the
extent that its interest rate varies by an amount that exceeds
the amount of the variation in the index rate of interest.
Some variable and floating rate instruments have interest
rates that periodically are adjusted as a result of changes in
inflation rates.

The market values of inverse floaters are subject to greater
volatility than other variable and floating rate instruments
due to their higher degree of leverage. Because there is no
active secondary market for certain variable and floating
rate instruments, they may be more difficult to sell if the
issuer defaults on its payment obligations or during peri-
ods when a Fund is not entitled to exercise its demand
rights. As a result, a Fund could suffer a loss with respect to
these instruments. In addition, variable and floating rate
instruments are subject to changes in value based on
changes in market interest rates or changes in the issuer’s
or guarantor’s creditworthiness.

When-Issued Securities, Delayed Delivery Transactions
and Forward Commitments. The FlexShares® Disciplined
Duration MBS Index Fund, FlexShares® Credit-Scored US
Corporate Bond Index Fund and FlexShares® Credit-
Scored US Long Corporate Bond Index Fund may enter
into when-issued, delayed delivery and forward commit-
ment transactions to the extent consistent with its invest-
ment objective and strategies. A purchase of “when-issued”
securities refers to a transaction made conditionally
because the securities, although authorized, have not yet
been issued. A delayed delivery or forward commitment
transaction involves a contract to purchase or sell securities
for a fixed price at a future date beyond the customary
settlement period.

Although a Fund generally would purchase securities in
these transactions with the intention of acquiring the secu-
rities, the Fund may dispose of such securities prior to
settlement if the Investment Adviser deems it appropriate
to do so.

Purchasing securities on a when-issued, delayed delivery or
forward commitment basis involves the risk that the value
of the securities may decrease by the time they actually are
issued or delivered. Conversely, selling securities in these
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transactions involves the risk that the value of the securities
may increase by the time they actually are issued or deliv-
ered.

These transactions also involve the risk that the
counterparty may fail to deliver the security or cash on the
settlement date.

Zero Coupon, Pay-In-Kind and Capital Appreciation
Bonds. The Underlying Index of the FlexShares® Credit-
Scored US Corporate Bond Index Fund and FlexShares®

Credit-Scored US Long Corporate Bond Index Fund may
include zero coupon, pay-in-kind and capital appreciation
bonds. The Underlying Index of the FlexShares® High Yield
Value-Scored Bond Index Fund may include zero coupon
and pay-in-kind bonds. Each Fund may invest in these
types of bonds to the extent consistent with its investment
objective and strategies. These are securities issued at a
discount from their face value because interest payments
typically are postponed until maturity. Interest payments
on pay-in-kind securities are payable by the delivery of
additional securities. The amount of the discount rate var-
ies depending on factors such as the time remaining until
maturity, prevailing interest rates, a security’s liquidity and
the issuer’s credit quality. These securities also may take the
form of debt securities that have been stripped of their
interest payments.

The market prices of zero coupon, pay-in-kind and capital
appreciation bonds generally are more volatile than the
market prices of interest-bearing securities and are likely to
respond to a greater degree to changes in interest rates than
interest-bearing securities having similar maturities and
credit quality. Each Fund’s investments in zero coupon,
pay-in-kind and capital appreciation bonds may require
the investing Fund to sell some of its portfolio securities to
generate sufficient cash to satisfy certain income distribu-
tion requirements.

Portfolio Holdings Information

A description of the Trust’s policies and procedures with
respect to the disclosure of the Funds’ portfolio securities is
available in the Funds’ Statement of Additional Informa-
tion (“SAI”). The top holdings of each Fund can be found
at www.flexshares.com. Fund fact sheets provide informa-
tion regarding the Funds’ top holdings and may be

requested by calling 1-855-FLEXETF (1-855-353-9383) or
visiting the Trust’s website www.flexshares.com.
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Investment Adviser

Northern Trust Investments, Inc. (“NTI” or the “Invest-
ment Adviser”), a subsidiary of Northern Trust Corpora-
tion, serves as the Investment Adviser of each of the Funds.
NTI is located at 50 South LaSalle Street, Chicago, IL
60603.

NTI is an Illinois State Banking Corporation and an invest-
ment adviser registered under the Investment Advisers Act
of 1940, as amended. It primarily manages assets for insti-
tutional and individual separately managed accounts,
investment companies and bank common and collective
funds. Northern Trust Corporation is regulated by the
Board of Governors of the Federal Reserve System as a
financial holding company under the U.S. Bank Holding
Company Act of 1956, as amended.

As of December 31, 2018, Northern Trust Corporation,
through its affiliates, had assets under investment manage-
ment of $1.07 trillion and assets under custody of $ 7.59
trillion.

Under the Investment Advisory Agreement with the Funds,
NTI, subject to the general supervision of the Board of
Trustees, is responsible for making investment decisions for
the Funds and for placing purchase and sale orders for
portfolio securities.

As compensation for its advisory services and assumption
of Fund expenses, NTI is entitled to a unitary management
fee (“Management Fee”), computed daily and payable
monthly as reflected in the table below. From the unitary
management fee, NTI pays most of the expenses of the
Fund, including the cost of transfer agency, custody, fund
administration, legal, audit and other services. However,
under the Investment Advisory Agreement, it is not
responsible for interest expenses, brokerage commissions
and other trading expenses, fees and expenses of the inde-
pendent trustees and their independent legal counsel, taxes
and other extraordinary costs such as litigation and other
expenses not incurred in the ordinary course of business.

The following table reflects the unitary management fees
paid in the last fiscal year by each Fund that has completed
a full fiscal year (expressed as a percentage of the Fund’s
average daily net assets). The table also reflects the annual
rate of the unitary management fee (expressed as a percent-

age of daily net assets) payable by the FlexShares® High
Yield Value-Scored Bond Index Fund, which has not com-
pleted a full fiscal year.

Fund

Unitary Management Fee
(as a percentage of
the Fund’s average

daily net assets)

FlexShares® Morningstar US
Market Factor Tilt Index
Fund 0.25%

FlexShares® Morningstar
Developed Markets ex-US
Factor Tilt Index Fund 0.39%

FlexShares® Morningstar
Emerging Markets Factor Tilt
Index Fund 0.59%

FlexShares® Currency
Hedged Morningstar DM
ex-US Factor Tilt Index Fund 0.44%

FlexShares® Currency
Hedged Morningstar EM
Factor Tilt Index Fund 0.64%

FlexShares® US Quality
Large Cap Index Fund 0.32%

FlexShares® STOXX® US
ESG Impact Index Fund 0.32%

FlexShares® STOXX®

Global ESG Impact Index
Fund 0.42%

FlexShares® Morningstar
Global Upstream Natural
Resources Index Fund 0.46%

FlexShares® STOXX®

Global Broad Infrastructure
Index Fund 0.47%

FlexShares® Global Quality
Real Estate Index Fund 0.45%

FlexShares® Real Assets
Allocation Index Fund 0.57%

FlexShares® Quality
Dividend Index Fund 0.37%
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Fund

Unitary Management Fee
(as a percentage of
the Fund’s average

daily net assets)

FlexShares® Quality
Dividend Defensive Index
Fund 0.37%

FlexShares® Quality
Dividend Dynamic Index
Fund 0.37%

FlexShares® International
Quality Dividend Index Fund 0.47%

FlexShares® International
Quality Dividend Defensive
Index Fund 0.47%

FlexShares® International
Quality Dividend Dynamic
Index Fund 0.47%

FlexShares® iBoxx 3-Year
Target Duration TIPS Index
Fund 0.18%

FlexShares® iBoxx 5-Year
Target Duration TIPS Index
Fund 0.18%

FlexShares® Disciplined
Duration MBS Index Fund 0.20%

FlexShares® Credit-Scored
US Corporate Bond Index
Fund 0.22%

FlexShares® Credit-Scored
US Long Corporate Bond
Index Fund 0.22%

FlexShares® High Yield
Value-Scored Bond Index
Fund * 0.37%

* The Fund commenced investment operations on July 17, 2018.

Northern Trust Investments, Inc. (“NTI” or “Investment
Adviser”) has contractually agreed to reimburse the
expenses relating to the administration of the Deferred
Compensation Plan for the Trust’s independent trustees
until March 1, 2020 (see the Funds’ Statement of Addi-
tional Information for more information on the Deferred

Compensation Plan). NTI also has contractually agreed
until March 1, 2020 in the case of the FlexShares® Currency
Hedged Morningstar DM ex-US Factor Tilt Index Fund,
FlexShares® Currency Hedged Morningstar EM Factor Tilt
Index Fund and FlexShares® Real Assets Allocation Index
Fund to waive Management Fees or reimburse certain
expenses in an amount equal to the Acquired Fund Fees
and Expenses attributable to each Fund’s investments in
their respective Underlying Fund(s). After these dates, NTI
and a Fund may mutually agree to extend the contractual
arrangements. The Board of Trustees may terminate the
contractual arrangements at any time if it determines that
it is in the best interest of a Fund and its shareholders. A
discussion regarding the Board of Trustees’ basis for its
approval of the Advisory Agreement for each Fund is avail-
able in the Trust’s annual report to shareholders for the
period ended October 31, 2018.

Portfolio Managers

NTI manages assets collectively on a team basis, which
allows the firm to maintain continuity of the investment
management process. NTI’s Chief Investment Officer leads
various teams with respect to strategic overall investment
management decisions and the development of investment
strategies. Senior investment professionals from NTI’s
portfolio management teams are involved in various
aspects of managing the Funds. Portfolio managers within
each specialized team are responsible for the day-to-day
management of specific investment strategies and funds.

The individual Portfolio Managers who, as a team, are col-
lectively responsible for the day-to-day management of
each of the FlexShares® Morningstar US Market Factor Tilt
Index Fund, FlexShares® Morningstar Developed Markets
ex-US Factor Tilt Index Fund, FlexShares® Morningstar
Emerging Markets Factor Tilt Index Fund, FlexShares®

Currency Hedged Morningstar DM ex-US Factor Tilt
Index Fund, FlexShares® Currency Hedged Morningstar
EM Factor Tilt Index Fund, FlexShares® US Quality Large
Cap Index Fund, FlexShares® STOXX® US ESG Impact
Index Fund, FlexShares® STOXX® Global ESG Impact
Index Fund, FlexShares® Morningstar Global Upstream
Natural Resources Index Fund, FlexShares® STOXX® Global
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Broad Infrastructure Index Fund, FlexShares® Global Qual-
ity Real Estate Index Fund, FlexShares® Real Assets Alloca-
tion Index Fund, FlexShares® Quality Dividend Index
Fund, FlexShares® Quality Dividend Defensive Index Fund,
FlexShares® Quality Dividend Dynamic Index Fund,
FlexShares® International Quality Dividend Index Fund,
FlexShares® International Quality Dividend Defensive
Index Fund and FlexShares® International Quality Divi-
dend Dynamic Index Fund are:

Robert Anstine is Vice President of NTI. Mr. Anstine
joined NTI in 2011 and is responsible for managing
various global index equity portfolios. In addition, he
has been involved with the investment management of
the FlexShares® equity index funds since their incep-
tion. Prior to joining NTI and since 2007, Mr. Anstine
worked at Northern Trust as an operations manager.

Brendan Sullivan is a Vice President of NTI. Mr. Sulli-
van joined NTI in 2012 and is a Senior Portfolio Man-
ager responsible for the management of international
equity index portfolios, overlay mandates and equity
exchange-traded funds. Prior to joining NTI in May
2012, Mr. Sullivan was an Index Strategist at RBC
Capital Markets, where he produced research and
advised clients on implementing strategies around
index events.

The individual Portfolio Managers, who as a team, are col-
lectively responsible for the day-to-day management of
each of the FlexShares® iBoxx 3-Year Target Duration TIPS
Index Fund and FlexShares® iBoxx 5-Year Target Duration
TIPS Index Fund are:

Daniel J. Personette is Vice President of NTI.
Mr. Personette joined NTI in 1996 and for the past six
years has managed various fixed-income funds.

Michael R. Chico is Vice President of NTI. Mr. Chico
joined NTI in 2007 and is responsible for managing
various fixed-income funds.

Brandon P. Ferguson is Vice President of NTI.
Mr. Ferguson joined NTI in November 2007 and has
assisted in the management of various fixed-income
funds.

The individual Portfolio Managers who, as a team, are col-
lectively responsible for the day-to-day management of the
FlexShares® Disciplined Duration MBS Index Fund are:

Bradley Camden is a Senior Vice President of NTI.
Mr. Camden joined NTI in 2005 and has assisted in
the management of various fixed-income funds.

Kevin O’Shaughnessy is Vice President of NTI.
Mr. O’Shaughnessy joined NTI in 1997 and is respon-
sible for managing various fixed-income funds.

The individual Portfolio Managers who, as a team, are col-
lectively responsible for the day-to-day management of the
FlexShares® Credit-Scored US Corporate Bond Index Fund
and FlexShares® Credit-Scored US Long Corporate Bond
Index Fund are:

Bradley Camden is a Senior Vice President of NTI.
Mr. Camden joined NTI in 2005 and has assisted in
the management of various fixed-income funds.

Mike T. Doyle is a Vice President of NTI. Mr. Doyle
joined NTI in 2000 and is a Senior Portfolio Manager
in the active long duration fixed income group,
responsible for trading corporate debt.

Brandon P. Ferguson is a Vice President of NTI.
Mr. Ferguson joined NTI in November 2007 and has
assisted in the management of various fixed-income
funds.

The individual Portfolio Managers who, as a team, are col-
lectively responsible for the day-to-day management of the
FlexShares® High Yield Value-Scored Bond Index Fund are:

Bradley Camden is a Senior Vice President of NTI.
Mr. Camden joined NTI in 2005 and has assisted in
the management of various fixed-income funds.

Brandon P. Ferguson is a Vice President of NTI.
Mr. Ferguson joined NTI in November 2007 and has
assisted in the management of various fixed-income
funds.

Additional information about the Portfolio Managers’
compensation, other accounts managed by the Portfolio
Managers and the Portfolio Managers’ ownership of securi-
ties in the Funds is available in the SAI.
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Administrator, Custodian, Transfer Agent and
Securities Lending Agent

JPMorgan Chase Bank, N.A. (“JPMorgan”) is the adminis-
trator, custodian, transfer agent and securities lending
agent for each Fund.

Distributor

Foreside Fund Services, LLC, a Delaware limited liability
company, serves as the distributor (“Distributor”) of Cre-
ation Units for the Funds on an agency basis. The Distribu-
tor does not maintain a secondary market in shares of any
Fund. The Distributor has no role in determining the poli-
cies of the Funds or the securities that are purchased or
sold by the Funds. The Distributor’s principal address is
Three Canal Plaza, Portland, Maine 04101. The Distributor
is not affiliated with NTI or with JPMorgan or its affiliates.
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Additional shareholder information is available free of
charge by calling toll-free: 1-855-FLEXETF (1-855-353-
9383) or visiting the Trust’s website at www.flexshares.com.

Buying and Selling Shares

Shares of the Funds trade on national securities exchanges
during the trading day. Shares can be bought and sold
throughout the trading day like other shares of publicly
traded securities. There is no minimum investment. When
buying or selling shares through a broker, you will incur
customary brokerage commissions and charges. In addi-
tion, you will also incur the cost of the “spread,” which is
the difference between what professional investors are will-
ing to pay for Fund shares (the “bid” price) and the price at
which they are willing to sell Fund shares (the “ask” price).
The commission is frequently a fixed amount and may be a
significant proportional cost for investors seeking to buy or
sell small amounts of shares. The spread with respect to
shares of a Fund varies over time based on the Fund’s trad-
ing volume and market liquidity, and is generally lower if
the Fund has a lot of trading volume and market liquidity
and higher if the Fund has little trading volume and market
liquidity. Because of the costs of buying and selling Fund
shares, frequent trading may reduce investment return and
an investment in the Funds may not be advisable for inves-
tors who anticipate regularly making small investments.

Shares of the Funds may be acquired or redeemed directly
from a Fund only in Creation Units or multiples thereof, as
discussed in the Creations and Redemptions section on
page 186. Once created, shares of the Funds generally trade in
the secondary market in amounts less than a Creation Unit.

Shares of the Funds trade under the trading symbols listed
for each Fund on the front cover of this Prospectus.

The Board of Trustees has adopted a policy whereby the
Funds do not monitor for frequent purchases and redemp-
tions of Fund shares (“frequent trading”). The Board of
Trustees believes that a frequent trading monitoring policy
is unnecessary for the Funds because shares of the Funds
are listed and traded on national securities exchanges.
Therefore, it is unlikely that a shareholder could take
advantage of a potential arbitrage opportunity presented
by a lag between a change in the value of a Fund’s portfolio
securities after the close of the primary markets for the

Fund’s portfolio securities and the reflection of that change
in the Fund’s NAV, because each Fund sells and redeems its
shares directly through transactions that are in-kind and/or
for cash, subject to the conditions described below under
“Creations and Redemptions.”

The Funds are listed on the NYSE Arca, Inc. (other than
shares of the FlexShares® US Quality Large Cap Index
Fund, FlexShares® STOXX® Global ESG Impact Index
Fund, FlexShares® Real Assets Allocation Index Fund,
FlexShares® Disciplined Duration MBS Index Fund,
FlexShares® Credit-Scored US Corporate Bond Index Fund
and FlexShares® Credit-Scored US Long Corporate Bond
Index Fund, which are listed for trading on NASDAQ, and
the FlexShares® Morningstar US Market Factor Tilt Index
Fund and FlexShares® STOXX® US ESG Impact Index
Fund, which are listed for trading on Cboe BZX Exchange.
The NYSE Arca, NASDAQ and Cboe BZX Exchange are
open for trading Monday through Friday and is closed on
weekends and the following holidays, as observed: New
Year’s Day, Martin Luther King, Jr. Day, Presidents’ Day,
Good Friday, Memorial Day, Independence Day, Labor
Day, Thanksgiving Day and Christmas Day.

Section 12(d)(1) of the 1940 Act restricts investments by
registered investment companies in the securities of other
investment companies, including shares of each Fund.
Although the SEC has granted an exemptive order to the
Trust permitting registered investment companies to invest
in the Funds beyond the limits set forth in Sec-
tion 12(d)(1), subject to certain terms and conditions, the
exemptive order is not applicable to the FlexShares® Cur-
rency Hedged Morningstar DM ex-US Factor Tilt Index
Fund, FlexShares® Currency Hedged Morningstar EM Fac-
tor Tilt Index Fund and FlexShares® Real Assets Allocation
Index Fund. Accordingly, registered investment companies
must adhere to the limits set forth in Section 12(d)(1) of
the 1940 Act when investing in these Funds.

Book Entry

Shares of the Funds are held in book-entry form, which
means that no stock certificates are issued. The Depository
Trust Company (“DTC”) or its nominee is the record
owner of all outstanding shares of each Fund and is recog-
nized as the owner of all shares for all purposes.
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Investors owning shares of the Funds are beneficial owners
as shown on the records of DTC or its participants. DTC
serves as the securities depository for all shares of the
Funds. DTC participants include securities brokers and
dealers, banks, trust companies, clearing corporations and
other institutions that directly or indirectly maintain a cus-
todial relationship with DTC. As a beneficial owner of
shares, you are not entitled to receive physical delivery of
stock certificates or to have shares registered in your name,
and you are not considered a registered owner of shares.
Therefore, to exercise any rights as an owner of shares, you
must rely upon the procedures of DTC and its participants.
These procedures are the same as those that apply to any
securities that you hold in book entry or “street name”
form.

Share Prices

The trading prices of Fund shares in the secondary market
may differ in varying degrees from their daily NAVs and
can be affected by market forces such as supply and
demand, economic conditions and other factors.

The approximate value of shares of each Fund, known as
the “indicative optimized portfolio value” (“IOPV”) will be
disseminated every fifteen seconds throughout the trading
day by the national securities exchange on which the Fund
is listed or by other information providers or market data
vendors. The IOPV is based on the current market value of
the securities and cash required to be deposited in
exchange for a Creation Unit. The IOPV does not necessar-
ily reflect the precise composition of the current portfolio
of securities held by a Fund at a particular point in time
nor the best possible valuation of the current portfolio. The
IOPV should not be viewed as a “real-time” update of the
NAV, because the IOPV may not be calculated in the same
manner as the NAV, which is computed once a day as dis-
cussed below. The IOPV is generally determined by using
current market quotations and/or price quotations
obtained from broker-dealers that may trade in the portfo-
lio securities held by the Funds. The quotations of certain
Fund holdings may not be updated during U.S. trading
hours if such holdings do not trade in the U.S. The Funds
are not involved in, or responsible for, the calculation or
dissemination of the IOPV and make no warranty as to its
accuracy.

Determination of Net Asset Value

Each Fund’s NAV is determined daily as of the close of
regular trading on the New York Stock Exchange (“NYSE”),
normally 4:00 p.m. Eastern time, on each day the NYSE is
open for trading, based on prices at the time of closing
provided that any U.S. fixed-income assets may be valued
as of the announced closing time for trading in fixed-
income instruments on any day that the Securities Industry
and Financial Markets Association announces an early clos-
ing time. The NAV of a Fund is calculated by dividing the
value of all assets of the Fund (including accrued interest
and dividends), less all liabilities (including accrued
expenses and dividends declared but unpaid), by the total
number of the Fund’s shares outstanding.

The investments of the Funds are valued at fair value pur-
suant to the pricing policy and procedures approved by the
Board of Trustees. The Funds’ investments are valued using
market quotations when available. When market quota-
tions are not readily available, are deemed unreliable, or do
not reflect material events occurring between the close of
local markets and the time of valuation, the Funds value
securities at fair value as determined in good faith in accor-
dance with the Funds’ fair value pricing procedures as
approved by the Board of Trustees. Such circumstances
include periods when trading in a security is suspended,
the exchange or market on which a security trades closes
early, the trading volume in a security is limited, corporate
actions and announcements take place, or regulatory news
affecting an issuer is released, such as government approv-
als. Additionally, the Trust, in its discretion, may make
adjustments to the prices of securities held by a Fund if an
event occurs after the publication of market values nor-
mally used by a Fund but before the time as of which the
Fund calculates its NAV, depending on the nature and sig-
nificance of the event, consistent with applicable regulatory
guidance and the Trust’s fair value procedures. Other
events that can trigger fair valuing of foreign securities
include, for example, significant fluctuations in general
market indicators, government actions, or natural disasters.

The use of fair valuation involves the risk that the values
used by the Funds to price their investments may be higher
or lower than the values used by other investment compa-
nies and investors to price the same investments. Fair value
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pricing involves subjective judgments and it is possible that
a fair value determination for a portfolio security may be
materially different than the value that could be realized
upon the sale of such security. In addition, fair value pric-
ing could result in a difference between the prices used to
calculate a Fund’s NAV and the prices used by a Fund’s
Underlying Index. This difference may adversely affect the
Fund’s ability to track its Underlying Index. Portfolio secu-
rities of the FlexShares® Morningstar Developed Markets
ex-US Factor Tilt Index Fund, FlexShares® Morningstar
Emerging Markets Factor Tilt Index Fund, FlexShares®

Currency Hedged Morningstar DM ex-US Factor Tilt
Index Fund, FlexShares® Currency Hedged Morningstar
EM Factor Tilt Index Fund, FlexShares® Morningstar
Global Upstream Natural Resources Index Fund,
FlexShares® STOXX® Global Broad Infrastructure Index
Fund, FlexShares® Global Quality Real Estate Index Fund,
FlexShares® STOXX® Global ESG Impact Index Fund,
FlexShares® Real Assets Allocation Index Fund, FlexShares®

International Quality Dividend Index Fund, FlexShares®

International Quality Dividend Defensive Index Fund and
FlexShares® International Quality Dividend Dynamic Index
Fund are listed on foreign exchanges, and their values may
change on days when shareholders will not be able to pur-
chase or sell Fund shares.

Security prices are generally provided by independent pric-
ing services. Portfolio securities listed or traded on domes-
tic securities exchanges or the NASDAQ/NMS, including
dollar-dominated foreign securities or American Deposi-
tary Receipts (“ADRs”), are valued at the closing price or
last sales price reported on the exchange or system where
the security is principally traded. The closing price for
securities traded on the NASDAQ/NMS is the Nasdaq Offi-
cial Closing Price (“NOCP”). If there have been no sales for
that day on the exchange or system where the security is
principally traded, then the value is determined with refer-
ence to the last sale price, or the NOCP, if applicable, on
any other exchange or system. If there have been no sales of
the security for that day on any exchange or system, the
security is valued at fair value pursuant to the Trust’s fair
value procedures.

Securities that are traded regularly in the over-the-counter
market (other than the NASDAQ/NMS), including securi-
ties listed on exchanges but primarily traded over-the-

counter, are valued on the basis of bid quotes or the mean
between the bid and asked quotes based upon quotes fur-
nished by one or more broker-dealers or market makers for
those securities. Securities that may be traded over-the-
counter include equity securities, fixed-income securities,
non-exchange-listed foreign securities, and certain deriva-
tive instruments. Fixed income securities may be valued
using prices provided directly from one or more broker-
dealers, market makers, or independent third-party pricing
services which may use matrix pricing and valuation mod-
els, as well as recent market transactions for the same or
similar assets, to derive values when such prices are
believed to reflect fair market values of such securities.
Such prices may be determined by taking into account
securities prices, yields, maturities, call features, ratings,
prepayment speeds, credit risks, cash flows, institutional
size trading in similar groups of securities and develop-
ments related to specific securities. Fixed-income securities
maturing within a relatively short period, less than 60 days,
are valued at amortized cost when they approximate fair
value.

Foreign equity securities are generally priced at the closing
price or last sales price reported on the foreign exchange on
which they are principally traded. If there have been no
sales for that day on the exchange, then the value is deter-
mined with reference to the last sale price on any other
exchange. If there have been no sales of the security for that
day, the security will be valued at fair value pursuant to the
Trust’s fair value procedures. Spot and forward foreign cur-
rency exchange contracts generally are valued using an
independent pricing service. The value of assets denomi-
nated in foreign currencies is converted into U.S. dollars
using exchange rates deemed appropriate by NTI as invest-
ment adviser. Any use of a different rate from the rates used
by the Index Provider may adversely affect the Fund’s abil-
ity to track its Underlying Index.

Exchange-traded financial futures and options thereon are
valued at the settlement price as established by the
exchange on which they are traded. Over-the-counter
options are valued at broker-provided bid prices, as are
swaps. The foregoing prices may be obtained from one or
more independent pricing services or, as needed or appli-
cable, independent broker-dealers. If there was no sale on
that day, and for other non-exchange traded derivatives,
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the contract is valued at fair value pursuant to the Trust’s
fair value procedures.

Each Fund relies on various sources to calculate its NAV.
The ability of the Funds’ administrator to calculate the
NAV per share of the Funds is subject to operational risks
associated with processing or human errors, systems or
technology failures, and errors caused by third party ser-
vice providers, data sources, or trading counterparties.
Such failures may result in delays in the calculation of the
Funds’ NAVs and/or the inability to calculate NAV over
extended time periods. The Funds may be unable to
recover any losses associated with such failures, and it may
be necessary for alternative procedures to be followed to
price portfolio securities when determining the Funds’
NAVs.

Distribution and Service Plan

The Trust has adopted a Distribution and Service Plan (the
“Plan”) pursuant to Rule 12b-1 under the 1940 Act that
allows each Fund to pay distribution and other fees for the
sale and distribution of its shares. Because these fees would
be paid out of each Fund’s assets on an on-going basis, over
time these fees would increase the cost of your investment
and may cost you more than paying other types of sales
charges. Payments to financial intermediaries under the
Plan are tied directly to their own out-of-pocket expenses.
As of this date, the Plan has not been implemented with
respect to the Funds. The Plan may not be implemented
without further Board of Trustees approval. The maximum
distribution fee is 0.25% of each Fund’s average net assets
under the Plan. The Funds do not expect to pay any 12b-1
fees during the current and next fiscal years.

Dividends and Distributions

Dividends from net investment income, including any net
foreign currency gains, are generally declared and paid by
each Fund according to the following schedule:

Dividends from Net Investment Income:

Fund

Declared
and Paid
Quarterly

Declared
and Paid
Monthly

FlexShares®

Morningstar US
Market Factor Tilt
Index Fund �

FlexShares®

Morningstar
Developed
Markets ex-US
Factor Tilt Index
Fund �

FlexShares®
Morningstar
Emerging Markets
Factor Tilt Index
Fund �

FlexShares®
Currency Hedged
Morningstar DM
ex-US Factor Tilt
Index Fund �

FlexShares®
Currency Hedged
Morningstar EM
Factor Tilt Index
Fund �

FlexShares® US
Quality Large Cap
Index Fund �

FlexShares®

STOXX® US ESG
Impact Index Fund �

FlexShares®

STOXX® Global
ESG Impact Index
Fund �
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Dividends from Net Investment Income:

Fund

Declared
and Paid
Quarterly

Declared
and Paid
Monthly

FlexShares®
Morningstar
Global Upstream
Natural Resources
Index Fund �

FlexShares®

STOXX® Global
Broad
Infrastructure Index
Fund �

FlexShares®
Global Quality
Real Estate Index
Fund �

FlexShares® Real
Assets Allocation
Index Fund �

FlexShares®
Quality Dividend
Index Fund �

FlexShares®
Quality Dividend
Defensive Index
Fund �

FlexShares®
Quality Dividend
Dynamic Index
Fund �

FlexShares®
International
Quality Dividend
Index Fund �

FlexShares®
International
Quality Dividend
Defensive Index
Fund �

Dividends from Net Investment Income:

Fund

Declared
and Paid
Quarterly

Declared
and Paid
Monthly

FlexShares®
International
Quality Dividend
Dynamic Index
Fund �

FlexShares® iBoxx
3-Year Target
Duration TIPS Index
Fund �

FlexShares® iBoxx
5-Year Target
Duration TIPS Index
Fund �

FlexShares®
Disciplined
Duration MBS
Index Fund �

FlexShares®
Credit-Scored US
Corporate Bond
Index Fund �

FlexShares®
Credit-Scored US
Long Corporate
Bond Index Fund �

FlexShares® High
Yield Value-Scored
Bond Index Fund �

Distributions of net realized securities gains, if any, gener-
ally are declared and paid once a year, but the Trust may
make distributions on a more frequent basis for the Funds.
The Trust reserves the right to declare special distributions
if, in its reasonable discretion, such action is necessary or
advisable to improve tracking error, to preserve its status as
a regulated investment company or to avoid imposition of
income or excise taxes on undistributed income or realized
gains.

Dividends and other distributions on shares are distributed
on a pro rata basis to beneficial owners of such shares.
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Dividend payments are made through DTC participants to
beneficial owners then of record with proceeds received
from a Fund. Dividends and securities gains distributions
are distributed in U.S. dollars and cannot be automatically
reinvested in additional shares of the Funds.

No dividend reinvestment service is provided by the Trust.
Broker-dealers may make available the DTC book-entry
Dividend Reinvestment Service for use by beneficial own-
ers of the Fund for reinvestment of their dividend distribu-
tions. Beneficial owners should contact their broker to
determine the availability and costs of the service and the
details of participation therein. Brokers may require benefi-
cial owners to adhere to specific procedures and timetables.
If this service is available and used, dividend distributions
of both income and realized gains will be automatically
reinvested in additional whole shares of the Fund pur-
chased in the secondary market.

Tax Considerations

The following is a summary of certain tax considerations
that may be relevant to an investor in a Fund. The discus-
sions of the federal tax consequences in this Prospectus are
based on the Internal Revenue Code of 1986, as amended
(the “Code”), and the regulations issued under it, and court
decisions and administrative interpretations, as in effect on
the date of this Prospectus. Future legislative or adminis-
trative changes or court decisions may significantly alter
the statements included herein, and any such changes or
decisions may be retroactive. Except where otherwise indi-
cated, the discussion relates to shareholders who are indi-
vidual United States citizens or residents and is based on
current tax law. You should consult your tax advisor for
further information regarding federal, state, local and/or
foreign tax consequences relevant to your specific situation.

Each Fund intends to qualify as a regulated investment
company for federal income tax purposes, and to distribute
to shareholders substantially all of its net investment
income and net capital gain each year. Except as otherwise
noted below, you will generally be subject to federal income
tax on a Fund’s distributions to you. For federal income tax
purposes, Fund distributions attributable to short-term
capital gains and net investment income are taxable to you
as ordinary income. Distributions attributable to net capi-
tal gain (the excess of net long-term capital gains over net

short-term capital losses) of a Fund generally are taxable to
you as long-term capital gains. This is true no matter how
long you own your shares. The maximum long-term capi-
tal gain rate applicable to individuals, estates and trusts is
20%. Every year, you will be provided information detail-
ing the amount of ordinary income and capital gains dis-
tributed to your account for the previous year.

Distributions of “qualifying dividends” will also generally
be taxable to you at long-term capital gain rates, as long as
certain requirements are met. In general, if 95% or more of
the gross income of a Fund (other than net capital gain)
consists of dividends received from domestic corporations
or “qualified” foreign corporations (“qualifying dividends”)
and when certain other requirements are met, then all dis-
tributions paid by the Fund to individual, trust or estate
shareholders will be treated as qualifying dividends. But if
less than 95% of the gross income of a Fund (other than
net capital gain) consists of qualifying dividends, then dis-
tributions paid by the Fund to individual, trust or estate
shareholders will be qualifying dividends only to the extent
they are derived from qualifying dividends earned by the
Fund. For the lower rates to apply, you must have owned
your Fund shares for at least 61 days during the 121-day
period beginning on the date that is 60 days before the
Fund’s ex-dividend date (and the Fund will need to have
met a similar holding period requirement with respect to
the shares of the corporation paying the qualifying divi-
dend). The amount of a Fund’s distributions that qualify
for this favorable treatment may be reduced as a result of
the Fund’s securities lending activities (if any), a high port-
folio turnover rate or investments in debt securities or
“non-qualified” foreign corporations.

Certain Funds may make distributions to you of “Sec-
tion 199A dividends” with respect to qualified dividends
that it receives with respect to its investments in REITs. A
Section 199A dividend is any dividend or part of such divi-
dend that a Fund pays to its shareholders and reports as a
Section 199A dividend in written statements furnished to
its shareholders. Distributions paid by a Fund that are eli-
gible to be treated as Section 199A dividends for a taxable
year may not exceed the “qualified REIT dividends”
received by the Fund from REITs reduced by the Fund’s
allocable expenses. Section 199A dividends may be taxed to
individuals and other non-corporate shareholders at a
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reduced effective federal income tax rate, provided the
shareholder receiving the dividends has satisfied a holding
period requirement for the Fund’s shares and satisfied cer-
tain other conditions. For the lower rates to apply, you
must have owned your Fund shares for at least 46 days dur-
ing the 91-day period beginning on the date that is 45 days
before the Fund’s ex-dividend date, but only to the extent
that the shareholder is not under an obligation (under a
short-sale or otherwise) to make related payments with
respect to positions in substantially similar or related prop-
erty. For more information, see the discussion in the SAI
under “TAXES — Taxation of Income of Certain Finan-
cial Instruments, REITS and PFICs.”

U.S. individuals with “modified adjusted gross income”
exceeding $200,000 ($250,000 if married and filing jointly)
and trusts and estates with income above certain thresholds
will be subject to the Medicare contribution tax on their
“net investment income,” which includes interest, divi-
dends and capital gains at a rate of 3.8%.

A portion of distributions paid by a Fund to shareholders
who are corporations also may qualify for the dividends-
received deduction for corporations, subject to certain
holding period requirements and debt financing limita-
tions. The amount of the dividends qualifying for this
deduction may, however, be reduced as a result of a Fund’s
securities lending activities (if any), by a high portfolio
turnover rate or by investments in debt securities or foreign
corporations.

To the extent that the Fund invests a portion of its assets in
entities that qualify as REITs for U.S. federal income tax
purposes, master limited partnerships, or foreign corpora-
tions that are not “qualified” foreign corporations, distribu-
tions attributable to the dividends from those entities will
generally not constitute “qualifying dividends” for purposes
of the 20% rate. Accordingly, subject to the discussion
above regarding Section 199A dividends, investors in the
Fund should anticipate that all or a portion of the divi-
dends they receive may be taxable at the higher rates gener-
ally applicable to ordinary income. In addition, a portion
of gains distributed attributable to distributions of
“unrecaptured” Section 1250 gain of master limited part-
nerships is subject to tax at a maximum rate of 25%.

Dividends and distributions from each Fund will generally
be taxable to you in the tax year in which they are paid,
with one exception. Dividends and distributions declared
by a Fund in October, November or December and paid in
January are taxed as though they were paid by Decem-
ber 31.

Distributions in excess of a Fund’s current and accumu-
lated earnings and profits will, as to each shareholder, be
treated as a tax-free return of capital and will reduce the
shareholder’s basis in his shares of the Fund. To the extent
such distribution exceeds the shareholder’s basis, the distri-
bution will result in a capital gain (if the shareholder holds
his shares of the Fund as capital assets) as if the shareholder
sold his shares. Such capital gain will be long term capital
gain if the shareholder held the shares for more than one
year.

The Funds may be subject to foreign withholding taxes
with respect to dividends or interest received from sources
in foreign countries. If at the close of the taxable year more
than 50% in value of a Fund’s assets consists of stock in
foreign corporations such Fund will be eligible to make an
election to treat a proportionate amount of those taxes as
constituting a distribution to each shareholder, which
would allow you either: (1) to credit that proportionate
amount of taxes against U.S. Federal income tax liability as
a foreign tax credit; or (2) to take that amount as an item-
ized deduction. The Funds not eligible to make this elec-
tion and eligible Funds that do not make the election will
be entitled to deduct such taxes in computing the amounts
they are required to distribute.

If you: (a) have provided either an incorrect Social Security
Number or Taxpayer Identification Number or no number
at all; (b) are subject to withholding by the IRS for prior
failure to properly include on your return payments of
interest or dividends; or (c) have failed to certify, when
required to do so, that you are not subject to backup with-
holding or are an “exempt recipient,” then 24% of the divi-
dends and distributions payable to you will be withheld
and remitted to the IRS.

The sale or redemption of Fund shares is a taxable event on
which a gain or loss may be recognized. The amount of
gain or loss is based on the difference between your tax
basis in the Fund shares and the amount you receive for
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them upon disposition. Generally, you will recognize long-
term capital gain or loss if you have held your Fund shares
for over twelve months at the time you dispose of them.
Gains and losses on shares held for twelve months or less
will generally constitute short-term capital gains, except
that a loss on shares held six months or less will be
recharacterized as a long-term capital loss to the extent of
any capital gains distributions that you have received on
the shares. A loss realized on a sale or exchange of Fund
shares may be disallowed under the so-called “wash sale”
rules to the extent the shares disposed of are replaced with
other shares of that same Fund within a period of 61 days
beginning 30 days before and ending 30 days after the
shares are disposed of, such as pursuant to a dividend rein-
vestment in shares of the Fund. If disallowed, the loss will
be reflected in an adjustment to the basis of the shares
acquired.

The one major exception to the preceding tax principles is
that distributions on, and sales, exchanges and redemp-
tions of, shares held in an IRA or other tax-qualified plan
will not be currently taxable unless shares are acquired with
borrowed funds. Distributions may be taxable upon with-
drawal from tax-deferred accounts.

Except as stated below, you may be subject to state and
local taxes on Fund distributions and redemptions. State
income taxes may not apply, however, to the portions of
each Fund’s distributions, if any, that are attributable to
interest on certain types of federal securities or interest on
securities issued by the particular state or municipalities
within the state.

U.S. Tax Treatment of Foreign Shareholders. Nonresident
aliens, foreign corporations and other foreign investors in
the Funds will generally be exempt from U.S. federal
income tax on Fund distributions attributable to net capi-
tal gains. The exemption may not apply, however, if the
investment in a Fund is connected to a trade or business of
the foreign investor in the United States or if the foreign
investor is present in the United States for 183 days or more
in a year and certain other conditions are met.

Fund distributions attributable to the other categories of
Fund income, such as dividends from companies whose
securities are held by a Fund and interest on debt securities,
will generally be subject to a 30% withholding tax when

paid to foreign shareholders. However, certain interest
related dividends and short term capital gain dividends as
designated by a Fund are not subject to this 30% withhold-
ing tax if the shareholder provides a properly completed
Form W-8BEN or W-8BEN-E, as applicable. The withhold-
ing tax may, however, be reduced (and, in some cases,
eliminated) under an applicable tax treaty between the
United States and a shareholder’s country of residence or
incorporation, provided that the shareholder furnishes the
Fund with a properly completed Form W-8BEN or
W-8BEN-E, as applicable to establish entitlement for these
treaty benefits. In addition, the Funds will be required to
withhold 30% tax on payments to foreign entities that do
not meet specified information reporting requirements
under the Foreign Account Tax Compliance Act.

Notwithstanding the foregoing, gains from United States
Real Property Interests (as defined in the Code) are subject
to different rules, as discussed below.

If the Fund is a “qualified investment entity” as defined in
the Code, Fund distributions attributable to gains from
United States Real Property Interests (“Real Estate Gains”)
will be treated as ordinary dividends, subject to
withholdings as described above, for foreign shareholders
who did not own more than 5% of the outstanding shares
of the Fund at any time during the one-year period ending
on the date of the distribution. If the Fund is a qualified
investment entity, Real Estate Gains distributed are subject
to withholding at a rate of up to 35% for foreign share-
holders who own more than 5% of the outstanding shares
of the Fund at any time during the one-year period ending
on the date of the distribution, and such foreign sharehold-
ers may be required to file a U.S. federal income tax return.
If a foreign shareholder holds more than 5% of the Fund at
any time during the 5-year period ending on the date of
disposition or redemption of shares and the Fund is a
United States Real Property Holding Corporation (as
defined in the Code), the foreign shareholder will be sub-
ject to U.S. federal income tax on gain recognized on a sale
or redemption of shares and withholding of tax on the pro-
ceeds received. Foreign shareholders recognizing such
income and gain may be required to file a U.S. federal
income tax return.
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Foreign corporations recognizing income or gain under
these rules may be subject to the U.S. Branch Profits Tax.

Except as described above, a foreign investor will generally
not be subject to U.S. tax on gains realized on sales or
exchanges of Fund shares unless the investment in the
Fund is connected to a trade or business of the investor in
the United States or if the investor is present in the
United States for 183 days or more in a year and certain
other conditions are met. All foreign investors should con-
sult their own tax advisors regarding the tax consequences
in their country of residence of an investment in the Fund.

Taxes on Creations and Redemptions of Creation Units. A
person who purchases a Creation Unit by exchanging secu-
rities in-kind generally will recognize a gain or loss equal to
the difference between the market value of the Creation
Units at that time, and the purchaser’s aggregate basis in
the securities surrendered and any net cash paid. A person
who redeems Creation Units and receives securities in-kind
from a Fund will generally recognize a gain or loss equal to
the difference between the redeemer’s basis in the Creation
Units, and the aggregate market value of the securities
received and any net cash received. The Internal Revenue
Service, however, may assert that a loss realized upon an
in-kind exchange of securities for Creation Units or an
exchange of Creation Units for securities cannot be
deducted currently under the rules governing “wash sales,”
or on a basis that there has been no significant change in
economic position. Persons effecting in-kind creations or
redemptions should consult their own tax adviser with
respect to these matters.

There are certain tax requirements that each Fund must
follow in order to qualify as a regulated investment com-
pany and to avoid federal income taxation. In their efforts
to adhere to these requirements, the Funds may have to
limit their investment activity in some types of instru-
ments.

Consult Your Tax Professional. Your investment in the
Funds could have additional tax consequences. You should
consult your tax professional for information regarding all
tax consequences applicable to your investments in the
Funds. More tax information is provided in the SAI. This
short summary is not intended as a substitute for careful
tax planning.

Creations and Redemptions

Prior to trading in the secondary market, shares of the
Funds are “created” at NAV by market makers, large inves-
tors and institutions only in block-size Creation Units of a
specified number of shares or multiples thereof as follows:

NAME OF FUND

NUMBER OF
SHARES PER

CREATION UNIT

FlexShares® Morningstar US Market
Factor Tilt Index Fund 50,000

FlexShares® Morningstar Developed
Markets ex-US Factor Tilt Index Fund 200,000

FlexShares® Morningstar Emerging
Markets Factor Tilt Index Fund 100,000

FlexShares® Currency Hedged
Morningstar DM ex-US Factor Tilt Index
Fund 25,000

FlexShares® Currency Hedged
Morningstar EM Factor Tilt Index Fund 25,000

FlexShares® US Quality Large Cap
Index Fund 25,000

FlexShares® STOXX® US ESG Impact
Index Fund 25,000

FlexShares® STOXX® Global ESG
Impact Index Fund 50,000

FlexShares® Morningstar Global
Upstream Natural Resources Index Fund 50,000

FlexShares® STOXX® Global Broad
Infrastructure Index Fund 50,000

FlexShares® Global Quality Real Estate
Index Fund 50,000

FlexShares® Real Assets Allocation Index
Fund 25,000

FlexShares® Quality Dividend Index
Fund 50,000

FlexShares® Quality Dividend Defensive
Index Fund 50,000

FlexShares® Quality Dividend Dynamic
Index Fund 50,000
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NAME OF FUND

NUMBER OF
SHARES PER

CREATION UNIT

FlexShares® International Quality
Dividend Index Fund 100,000

FlexShares® International Quality
Dividend Defensive Index Fund 100,000

FlexShares® International Quality
Dividend Dynamic Index Fund 100,000

FlexShares® iBoxx 3-Year Target
Duration TIPS Index Fund 50,000

FlexShares® iBoxx 5-Year Target
Duration TIPS Index Fund 50,000

FlexShares® Disciplined Duration MBS
Index Fund 50,000

FlexShares® Credit-Scored US
Corporate Bond Index Fund 50,000

FlexShares® Credit-Scored US Long
Corporate Bond Index Fund 50,000

FlexShares® High Yield Value-Scored
Bond Index Fund 50,000

Each “creator” or “Authorized Participant” enters into an
authorized participant agreement with Foreside Fund Ser-
vices, LLC, the Funds’ distributor. Only an Authorized Par-
ticipant may create or redeem Creation Units directly with
a Fund. A creation transaction, which is subject to accep-
tance by the transfer agent, generally takes place when an
Authorized Participant deposits into a Fund cash and/or a
designated portfolio of securities (“Deposit Securities”)
approximating the holdings of the Fund in exchange for a
specified number of Creation Units.

Similarly, shares can be redeemed only in Creation Units,
for cash and/or in-kind for a portfolio of securities held by
the Funds (“Fund Securities”). EXCEPT WHEN AGGRE-
GATED IN CREATION UNITS, SHARES ARE NOT
REDEEMABLE BY THE FUNDS. The prices at which cre-
ations and redemptions occur are based on the next calcu-
lation of NAV after an order is received in a form described
in the authorized participant agreement.

Each Fund intends to comply with the U.S. federal securi-
ties laws in accepting securities for deposits and satisfying
redemptions with redemption securities, including that the
securities accepted for deposits and the securities used to
satisfy redemption requests will be sold in transactions that
would be exempt from registration under the Securities
Act. Further, an Authorized Participant that is not a “quali-
fied institutional buyer,” as such term is defined under
Rule 144A of the Securities Act, will not be able to receive
Fund Securities that are restricted securities eligible for
resale under Rule 144A.

Creations and redemptions must be made through a firm
that is either a member of the Continuous Net Settlement
System of the National Securities Clearing Corporation or
a DTC participant and has executed an agreement with the
Distributor with respect to creations and redemptions of
Creation Units. Information about the procedures regard-
ing creation and redemption of Creation Units (including
the cut-off times for receipt of creation and redemption
orders) is included in the Funds’ SAI.

Because new shares may be created and issued on an ongo-
ing basis, at any point during the life of a Fund a “distribu-
tion,” as such term is used in the Securities Act, may be
occurring. Broker-dealers and other persons are cautioned
that some activities on their part may, depending on the
circumstances, result in their being deemed participants in
a distribution in a manner that could render them statu-
tory underwriters and subject to the prospectus delivery
and liability provisions of the Securities Act. Any determi-
nation of whether one is an underwriter must take into
account all the relevant facts and circumstances of each
particular case.

Broker-dealers should also note that dealers who are not
“underwriters” but are participating in a distribution (as
contrasted to ordinary secondary transactions), and thus
dealing with shares that are part of an “unsold allotment”
within the meaning of Section 4(3)(C) of the Securities
Act, would be unable to take advantage of the prospectus
delivery exemption provided by Section 4(3) of the Securi-
ties Act. For delivery of prospectuses to exchange members,
the prospectus delivery mechanism of Rule 153 under the
Securities Act is available only with respect to transactions
on a national securities exchange.
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Transaction Fees

Each Fund will impose a purchase transaction fee and a
redemption transaction fee to offset transfer and other
transaction costs associated with the issuance and redemp-
tion of Creation Units. Purchasers and redeemers of Cre-
ation Units for cash are required to pay a higher fee to
compensate for brokerage and market impact expenses and
other associated costs. The standard creation and redemp-
tion transaction fees for creations and redemptions in kind
for each Fund are discussed below. The standard creation
transaction fee is charged to each purchaser on the day
such purchaser creates a Creation Unit. The fee is a single
charge and will be the amount indicated below regardless
of the number of Creation Units purchased by an investor
on the same day. Similarly, the redemption transaction fee
will be the amount indicated regardless of the number of
Creation Units redeemed that day. NTI may, from time to
time, at its own expense, compensate purchasers of Cre-
ation Units who have purchased substantial amounts of

Creation Units and other financial institutions for adminis-
trative or marketing services.

The standard creation and redemption transaction fees for
creations and redemptions through DTC for cash (when
cash creations and redemptions are available or specified)
will also be subject to an additional fee up to the maximum
amount shown below under “Maximum Additional Vari-
able Charge for Cash Purchases/Maximum Additional Vari-
able Charge for Cash Redemptions.” In addition, purchas-
ers of shares in Creation Units are responsible for payment
of the costs of transferring the securities to the Fund.
Redeemers of shares in Creation Units are responsible for
the costs of transferring the securities from the Fund.

Investors who use the services of a broker or other such
intermediary may pay fees for such services. The following
table also shows, as of December 31, 2018, the approximate
value of one Creation Unit, including standard and maxi-
mum additional creation and redemption transaction fees:

Approximate
Value of a

Creation Unit
Creation
Unit Size

Standard
Creation/

Redemption
Transaction

Fee

Maximum
Additional
Variable
Charge

for Creations*

Maximum
Additional

Variable Charge
for Redemptions*

FlexShares® Morningstar US Market Factor Tilt Index
Fund $ 5,009,000 50,000 $ 1,500 3.00% 2.00%

FlexShares® Morningstar Developed Markets ex-US
Factor Tilt Index Fund $11,124,000 200,000 $20,000 3.00% 2.00%

FlexShares® Morningstar Emerging Markets Factor
Tilt Index Fund $ 4,838,000 100,000 $25,000 3.00% 2.00%

FlexShares® Currency Hedged Morningstar DM ex-
US Factor Tilt Index Fund $ 615,000 25,000 $ 0 3.00% 2.00%

FlexShares® Currency Hedged Morningstar EM
Factor Tilt Index Fund $ 651,000 25,000 $ 0 3.00% 2.00%

FlexShares® US Quality Large Cap Index Fund $ 757,000 25,000 $ 500 3.00% 2.00%

FlexShares® STOXX® US ESG Impact Index Fund $ 1,491,000 25,000 $ 350 3.00% 2.00%

FlexShares® STOXX® Global ESG Impact Index Fund $ 4,252,000 50,000 $ 7,500 3.00% 2.00%

FlexShares® Morningstar Global Upstream Natural
Resources Index Fund $ 1,468,000 50,000 $ 1,500 3.00% 2.00%
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Approximate
Value of a

Creation Unit
Creation
Unit Size

Standard
Creation/

Redemption
Transaction

Fee

Maximum
Additional
Variable
Charge

for Creations*

Maximum
Additional

Variable Charge
for Redemptions*

FlexShares® STOXX® Global Broad Infrastructure
Index Fund $ 2,183,000 50,000 $ 2,000 3.00% 2.00%

FlexShares® Global Quality Real Estate Index Fund $ 2,768,000 50,000 $ 2,000 3.00% 2.00%

FlexShares® Real Assets Allocation Index Fund $ 637,000 25,000 $ 0 3.00% 2.00%

FlexShares® Quality Dividend Index Fund $ 1,989,000 50,000 $ 750 3.00% 2.00%

FlexShares® Quality Dividend Defensive Index Fund $ 1,974,000 50,000 $ 750 3.00% 2.00%

FlexShares® Quality Dividend Dynamic Index Fund $ 1,933,000 50,000 $ 750 3.00% 2.00%

FlexShares® International Quality Dividend Index
Fund $ 2,110,000 100,000 $ 5,000 3.00% 2.00%

FlexShares® International Quality Dividend Defensive
Index Fund $ 2,038,000 100,000 $ 5,000 3.00% 2.00%

FlexShares® International Quality Dividend Dynamic
Index Fund $ 2,188,000 100,000 $ 5,000 3.00% 2.00%

FlexShares® iBoxx 3-Year Target Duration TIPS Index
Fund $ 1,191,000 50,000 $ 0 3.00% 2.00%

FlexShares® iBoxx 5-Year Target Duration TIPS Index
Fund $ 1,204,000 50,000 $ 0 3.00% 2.00%

FlexShares® Disciplined Duration MBS Index Fund $ 1,146,000 50,000 $ 400 3.00% 2.00%

FlexShares® Credit-Scored US Corporate Bond Index
Fund $ 2,440,000 50,000 $ 500 3.00% 2.00%

FlexShares® Credit-Scored US Long Corporate Bond
Index Fund $ 2,419,000 50,000 $ 500 3.00% 2.00%

FlexShares® High Yield Value-Scored Bond Index
Fund $ 2,270,000 50,000 $ 500 3.00% 2.00%

* As a percentage of the net asset value per Creation Unit, inclusive, in the case of redemption, of the standard redemption transaction fee.

Householding

Householding is an option available to certain investors.
Householding is a method of delivery, based on the prefer-
ence of the individual investor, in which a single copy of
certain shareholder documents can be delivered to inves-
tors who share the same address, even if their accounts are
registered under different names. Householding is available
through certain broker-dealers. If you are interested in

enrolling in householding and receiving a single copy of
prospectuses and other shareholder documents, please
contact your broker-dealer. If you are currently enrolled in
householding and wish to change your householding sta-
tus, please contact your broker-dealer.
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The financial highlights table is intended to help you understand the following Funds’ financial performance for the past five fiscal years or, if shorter, from
commencement of operations through October 31, 2018. Certain information reflects financial results for a single share. This information has been audited
by Deloitte & Touche LLP, an independent registered public accounting firm, whose report, along with the financial statements of the following Funds for the
period ended October 31, 2018, is included in the annual report of the Funds and is available upon request.

PER SHARE
Investment Operations Distributions

Net asset
Value,

beginning
of period

Net
Investment

Income
(loss)

Net
Realized

and
Unrealized
Gain (Loss)

Total from
Operations(b)(c)

Net
Investment

Income

From
Net

Realized
Gains

Tax
return

of
capital

FlexShares® Morningstar US Market Factor Tilt Index Fund
Year ended October 31, 2018 $107.50 $2.02(a) $ 2.59 $ 4.61 $(1.98) $— $ —
Year ended October 31, 2017 88.32 1.74(a) 19.13 20.87 (1.69) — —
Year ended October 31, 2016 87.02 1.65(a) 2.33 3.98 (2.68) — —
Year ended October 31, 2015 86.19 1.58(a) 0.42 2.00 (1.17) — —
Year ended October 31, 2014 76.56 1.16(a) 9.26 10.42 (0.79) — —
FlexShares® Morningstar Developed Markets ex-US Factor Tilt Index Fund
Year ended October 31, 2018 67.51 1.78(a) (7.39) (5.61) (2.14) — —
Year ended October 31, 2017 55.62 1.58(a) 11.91(k) 13.49 (1.60) — —
Year ended October 31, 2016 58.18 1.59(a) (1.55) 0.04 (2.60) — —
Year ended October 31, 2015 60.74 1.51(a) (2.27) (0.76) (1.80) — —
Year ended October 31, 2014 61.95 1.80(a) (2.29) (0.49) (0.72) — —
FlexShares® Morningstar Emerging Markets Factor Tilt Index Fund
Year ended October 31, 2018 57.38 1.46(a) (9.34) (7.88) (1.58) — —
Year ended October 31, 2017 47.52 1.28(a) 9.80 11.08 (1.22) — —
Year ended October 31, 2016 45.02 0.97(a) 3.10 4.07 (1.57) — —
Year ended October 31, 2015 52.75 0.92(a) (7.65) (6.73) (1.00) — —
Year ended October 31, 2014 52.92 1.03(a) (0.77) 0.26 (0.43) — —
FlexShares® Currency Hedged Morningstar DM ex-US Factor Tilt Index Fund
Year ended October 31, 2018 29.14 0.93(a) (2.53) (1.60) (0.78) — (0.32)
Year ended October 31, 2017 23.97 0.59(a) 5.27 5.86 (0.69) — —
For the period 11/09/15* through 10/31/16 25.00 1.04(a) (0.96) 0.08 (0.98) — (0.13)

* Commencement of investment operations.
(a) Net investment income per share is based on average shares outstanding.
(b) Not annualized for periods less than one year.
(c) Annualized for periods less than one year.
(d) Net asset value total return is calculated assuming an initial investment made at the net asset value at the beginning of the period, reinvestment of all dividends and distributions at

net asset value during the period and redemption on the last day of the period at adjusted net asset value.
(e) Market value total return is calculated assuming an initial investment made at the market value at the beginning of the period, reinvestment of all dividends and distributions at net

asset value during the period and redemption on the last day of the period at market value. Market value is determined by the mid point of the bid/ask spread at 4:00 p.m. Eastern
Time from the primary listing exchange. Market value returns may vary from net asset value returns.

(f) In-kind transactions are not included in portfolio turnover calculations.
(g) The amount shown for a share outstanding throughout the period is directionally inconsistent with aggregate net realized and unrealized for the period as presented in the financial

statements.
(h) Per share amount is less than $0.005.
(i) The Fund indirectly bears its proportionate share of fees and expenses incurred by the Underlying Fund(s) in which the Fund is invested. This ratio does not include these indirect fees

and expenses.
(j) The Expenses net of reimbursements and Net investment Income (Loss) net of reimbursement ratios include a voluntary reimbursement of advisory fees made by JPMorgan Chase

Bank, N.A. Absent this additional reimbursement, Expenses net of reimbursements would have increased by 0.20% and the Net investment Income (Loss) net of reimbursement
would have decreased by 0.20%.

(k) Northern Trust Investments, Inc. reimbursed the Funds for losses incurred related to an error. The impact was an increase of $0.02 to the net realized and unrealized gain (loss) on
investments per share and an increase of 0.06% to the total return of the FlexShares® Morningstar Global Upstream Natural Resources Index Fund. For the FlexShares® Morningstar
Developed Markets ex-US Factor Tilt Index Fund and FlexShares® STOXX® Global ESG Impact Index Fund, the impact to the net realized and unrealized gain (loss) on investments
per share amount is less than $0.005 and the total returns are less than 0.005%. Had these reimbursements not been made, the total returns would have been lower.
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RATIOS/SUPPLEMENTAL DATA
Total Return(b) Ratios to Average Net Assets(c) Supplemental Data

Total

Net
Asset
Value,
end of
period

Net
Asset

Value(d)
Market Value
(Unaudited)(e) Expenses

Expenses net of
reimbursements

Net investment
income (loss)

before
reimbursements

Net investment
Income (Loss) net

of reimbursements

Portfolio
Turnover
Rate(b)(f)

Net Assets,
end of
period

(thousands)

$(1.98) $110.13 4.22% 4.19% 0.25% 0.25% 1.77% 1.77% 15% $1,387,665
(1.69) 107.50 23.77 23.72 0.26 0.25 1.73 1.74 22 1,150,199
(2.68) 88.32 4.70 4.77 0.28 0.27 1.92 1.93 26 830,253
(1.17) 87.02 2.30 2.30 0.28 0.27 1.81 1.81 51 761,457
(0.79) 86.19 13.69 13.54 0.28 0.27 1.41 1.41 25 741,260

(2.14) 59.76 (8.61) (9.48) 0.39 0.39 2.65 2.65 34 968,096
(1.60) 67.51 24.58(k) 25.38 0.40 0.39 2.57 2.57 22 985,608
(2.60) 55.62 0.20 0.80 0.43 0.42 2.91 2.92 35 622,898
(1.80) 58.18 (1.26) (2.34) 0.43 0.42 2.52 2.53 26 570,188
(0.72) 60.74 (0.81) (0.80) 0.43 0.42 2.84 2.85 16 643,893

(1.58) 47.92 (14.05) (15.22) 0.59 0.59 2.56 2.56 49 488,736
(1.22) 57.38 23.56 23.47 0.60 0.59 2.44 2.44 34 568,071
(1.57) 47.52 9.41 10.65 0.66 0.65 2.23 2.23 34 299,351
(1.00) 45.02 (12.91) (13.43) 0.66 0.65 1.86 1.87 30 198,073
(0.43) 52.75 0.52 0.52 0.66 0.65 1.96 1.97 19 258,481

(1.10) 26.44 (5.73) (6.19) 0.46(i) 0.05(i) 2.84 3.25 9 7,933
(0.69) 29.14 24.75 24.84 0.46(i) 0.05(i) 1.78 2.18 6 18,941
(1.11) 23.97 0.59 0.97 0.55(i) 0.05(i) 4.12 4.62 11 3,595
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PER SHARE
Investment Operations Distributions

Net Asset
Value,

beginning
of period

Net
Investment

Income
(loss)

Net
Realized

and
Unrealized
Gain (Loss)

Total from
Operations(b)(c)

Net
Investment

Income

From
Net

Realized
Gains

Tax
return

of
capital Total

FlexShares® Currency Hedged Morningstar EM Factor Tilt Index Fund
Year ended October 31, 2018 $30.58 $0.63(a) $ (4.35) $ (3.72) $(0.79) $— $(0.03) $(0.82)
Year ended October 31, 2017 25.82 0.63(a) 4.77 5.40 (0.64) — — (0.64)
For the period 11/09/15* through 10/31/16 25.00 0.59(a) 1.10 1.69 (0.87) — — (0.87)
FlexShares® US Quality Large Cap Index Fund
Year ended October 31, 2018 31.83 0.54(a) 1.58 2.12 (0.51) — — (0.51)
Year ended October 31, 2017 26.15 0.49(a) 5.65 6.14 (0.46) — — (0.46)
Year ended October 31, 2016 26.62 0.50(a) (0.47) 0.03 (0.50) — — (0.50)
For the period 09/23/15* through 10/31/15 25.00 0.03(a) 1.59 1.62 — — — —
FlexShares® STOXX® US ESG Impact Index Fund
Year ended October 31, 2018 60.49 1.09(a) 3.84 4.93 (1.09) — — (1.09)
Year ended October 31, 2017 49.96 1.05(a) 10.45 11.50 (0.97) — — (0.97)
For the period 07/13/16* through 10/31/16 50.00 0.27(a) (0.15) 0.12 (0.16) — — (0.16)
FlexShares® STOXX® Global ESG Impact Index Fund
Year ended October 31, 2018 91.97 1.95(a) (0.61) 1.34 (1.70) — — (1.70)
Year ended October 31, 2017 75.52 1.56(a) 16.67(k) 18.23 (1.78) — — (1.78)
For the period 07/13/16* through 10/31/16 75.00 0.41(a) 0.34 0.75 (0.23) — — (0.23)
FlexShares® Morningstar Global Upstream Natural Resources Index Fund
Year ended October 31, 2018 31.59 0.91(a) (0.13) 0.78 (0.86) — — (0.86)
Year ended October 31, 2017 27.40 0.70(a) 4.13(k) 4.83 (0.64) — — (0.64)
Year ended October 31, 2016 25.52 0.55(a) 2.73 3.28 (1.40) — — (1.40)
Year ended October 31, 2015 33.18 0.94(a) (7.74) (6.80) (0.86) — — (0.86)
Year ended October 31, 2014 34.71 0.80(a) (1.63) (0.83) (0.70) — — (0.70)

* Commencement of investment operations.
(a) Net investment income per share is based on average shares outstanding.
(b) Not annualized for periods less than one year.
(c) Annualized for periods less than one year.
(d) Net asset value total return is calculated assuming an initial investment made at the net asset value at the beginning of the period, reinvestment of all dividends and distributions at

net asset value during the period and redemption on the last day of the period at adjusted net asset value.
(e) Market value total return is calculated assuming an initial investment made at the market value at the beginning of the period, reinvestment of all dividends and distributions at net

asset value during the period and redemption on the last day of the period at market value. Market value is determined by the mid point of the bid/ask spread at 4:00 p.m. Eastern
Time from the primary listing exchange. Market value returns may vary from net asset value returns.

(f) In-kind transactions are not included in portfolio turnover calculations.
(g) The amount shown for a share outstanding throughout the period is directionally inconsistent with aggregate net realized and unrealized for the period as presented in the financial

statements.
(h) Per share amount is less than $0.005.
(i) The Fund indirectly bears its proportionate share of fees and expenses incurred by the Underlying Fund(s) in which the Fund is invested. This ratio does not include these indirect fees

and expenses.
(j) The Expenses net of reimbursements and Net investment Income (Loss) net of reimbursement ratios include a voluntary reimbursement of advisory fees made by JPMorgan Chase

Bank, N.A. Absent this additional reimbursement, Expenses net of reimbursements would have increased by 0.20% and the Net investment Income (Loss) net of reimbursement
would have decreased by 0.20%.

(k) Northern Trust Investments, Inc. reimbursed the Funds for losses incurred related to an error. The impact was an increase of $0.02 to the net realized and unrealized gain (loss) on
investments per share and an increase of 0.06% to the total return of the FlexShares® Morningstar Global Upstream Natural Resources Index Fund. For the FlexShares® Morningstar
Developed Markets ex-US Factor Tilt Index Fund and FlexShares® STOXX® Global ESG Impact Index Fund, the impact to the net realized and unrealized gain (loss) on investments
per share amount is less than $0.005 and the total returns are less than 0.005%. Had these reimbursements not been made, the total returns would have been lower.
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RATIOS/SUPPLEMENTAL DATA
Total Return(b) Ratios to Average Net Assets(c) Supplemental Data

Net
Asset
Value,
end of
period

Net
Asset

Value(d)
Market Value
(Unaudited)(e) Expenses

Expenses net of
reimbursements

Net investment
income (loss)

before
reimbursements

Net investment
Income (Loss)

net of
reimbursements

Portfolio
Turnover
Rate(b)(f)

Net Assets,
end of
period

(thousands)

$26.04 (12.40)% (12.44)% 0.65%(i) 0.05%(i) 1.45% 2.05% 6% $ 4,557
30.58 21.16 20.75 0.65(i) 0.05(i) 1.67 2.27 4 41,285
25.82 7.04 7.12 0.72(i) 0.05(i) 1.81 2.47 4 33,567

33.44 6.63 6.30 0.33 0.32 1.56 1.57 94 61,859
31.83 23.65 24.08 0.34 0.32 1.65 1.67 64 27,055
26.15 0.12 0.12 0.38 0.32 1.87 1.93 59 6,538
26.62 6.48 6.48 0.42 0.32 1.10 1.20 3 2,662

64.33 8.13 7.97 0.33 0.32 1.66 1.67 110 28,946
60.49 23.19 23.30 0.35 0.32 1.82 1.85 67 13,610
49.96 0.24 0.28 0.37 0.32 1.75 1.80 20 4,996

91.61 1.38 1.71 0.43 0.42 2.03 2.04 78 73,284
91.97 24.37(k) 24.55 0.45 0.42 1.81 1.83 64 32,189
75.52 1.00 1.03 0.45 0.42 1.74 1.77 22 7,552

31.51 2.33 2.01 0.46 0.46 2.72 2.72 30 5,435,783
31.59 17.81(k) 17.97 0.47 0.46 2.36 2.36 18 4,760,397
27.40 13.84 14.05 0.49 0.48 2.20 2.20 18 2,822,012
25.52 (20.97) (21.05) 0.49 0.48 3.17 3.17 13 2,004,234
33.18 (2.44) (2.44) 0.49 0.48 2.27 2.27 11 2,874,838
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PER SHARE
Investment Operations Distributions

Net Asset
Value,

beginning
of period

Net
Investment

Income
(loss)

Net
Realized

and
Unrealized
Gain (Loss)

Total from
Operations(b)(c)

Net
Investment

Income

From
Net

Realized
Gains

Tax
return

of
capital Total

FlexShares® STOXX® Global Broad Infrastructure Index Fund
Year ended October 31, 2018 $ 47.85 $1.36(a) $ (2.71) $(1.35) $ (1.41) $ — $— $ (1.41)
Year ended October 31, 2017 43.49 1.37(a) 4.40 5.77 (1.41) — — (1.41)
Year ended October 31, 2016 43.30 1.34(a) (0.02)(g) 1.32 (1.13) — — (1.13)
Year ended October 31, 2015 45.84 1.13(a) (2.67) (1.54) (1.00) — — (1.00)
Year ended October 31, 2014 41.62 1.73(a) 3.65 5.38 (1.16) — — (1.16)
FlexShares® Global Quality Real Estate Index Fund
Year ended October 31, 2018 62.02 1.80(a) (3.99) (2.19) (1.87) — — (1.87)
Year ended October 31, 2017 57.12 0.99(a) 5.54 6.53 (1.63) — — (1.63)
Year ended October 31, 2016 57.47 1.90(a) (0.58) 1.32 (1.67) — — (1.67)
Year ended October 31, 2015 55.24 1.36(a) 2.25 3.61 (1.38) — — (1.38)
For the period 11/05/13* through 10/31/14 50.00 1.65(a) 4.67 6.32 (1.08) — — (1.08)
FlexShares® Real Assets Allocation Index Fund
Year ended October 31, 2018 28.08 0.80(a) (1.64) (0.84) (0.79) 0.00(h) — (0.79)
Year ended October 31, 2017 25.63 0.66(a) 2.54 3.20 (0.75) — — (0.75)
For the period 11/23/15* through 10/31/16 25.00 0.86(a) 0.51(g) 1.37 (0.74) — — (0.74)
FlexShares® Quality Dividend Index Fund
Year ended October 31, 2018 42.57 1.20(a) 1.98 3.18 (1.22) — — (1.22)
Year ended October 31, 2017 37.11 1.23(a) 5.43 6.66 (1.20) — — (1.20)
Year ended October 31, 2016 35.99 1.23(a) 1.03 2.26 (1.14) — — (1.14)
Year ended October 31, 2015 35.77 1.08(a) 0.14 1.22 (1.00) — — (1.00)
Year ended October 31, 2014 32.15 1.02(a) 3.62 4.64 (1.02) — — (1.02)

* Commencement of investment operations.
(a) Net investment income per share is based on average shares outstanding.
(b) Not annualized for periods less than one year.
(c) Annualized for periods less than one year.
(d) Net asset value total return is calculated assuming an initial investment made at the net asset value at the beginning of the period, reinvestment of all dividends and distributions at

net asset value during the period and redemption on the last day of the period at adjusted net asset value.
(e) Market value total return is calculated assuming an initial investment made at the market value at the beginning of the period, reinvestment of all dividends and distributions at net

asset value during the period and redemption on the last day of the period at market value. Market value is determined by the mid point of the bid/ask spread at 4:00 p.m. Eastern
Time from the primary listing exchange. Market value returns may vary from net asset value returns.

(f) In-kind transactions are not included in portfolio turnover calculations.
(g) The amount shown for a share outstanding throughout the period is directionally inconsistent with aggregate net realized and unrealized for the period as presented in the financial

statements.
(h) Per share amount is less than $0.005.
(i) The Fund indirectly bears its proportionate share of fees and expenses incurred by the Underlying Fund(s) in which the Fund is invested. This ratio does not include these indirect fees

and expenses.
(j) The Expenses net of reimbursements and Net investment Income (Loss) net of reimbursement ratios include a voluntary reimbursement of advisory fees made by JPMorgan Chase

Bank, N.A. Absent this additional reimbursement, Expenses net of reimbursements would have increased by 0.20% and the Net investment Income (Loss) net of reimbursement
would have decreased by 0.20%.

(k) Northern Trust Investments, Inc. reimbursed the Funds for losses incurred related to an error. The impact was an increase of $0.02 to the net realized and unrealized gain (loss) on
investments per share and an increase of 0.06% to the total return of the FlexShares® Morningstar Global Upstream Natural Resources Index Fund. For the FlexShares® Morningstar
Developed Markets ex-US Factor Tilt Index Fund and FlexShares® STOXX® Global ESG Impact Index Fund, the impact to the net realized and unrealized gain (loss) on investments
per share amount is less than $0.005 and the total returns are less than 0.005%. Had these reimbursements not been made, the total returns would have been lower.
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RATIOS/SUPPLEMENTAL DATA
Total Return(b) Ratios to Average Net Assets(c) Supplemental Data

Net
Asset
Value,
end of
period

Net
Asset

Value(d)
Market Value
(Unaudited)(e) Expenses

Expenses net of
reimbursements

Net investment
income (loss)

before
reimbursements

Net investment
Income (Loss)

net of
reimbursements

Portfolio
Turnover
Rate(b)(f)

Net Assets,
end of
period

(thousands)

$45.09 (2.90)% (3.25)% 0.47% 0.47% 2.88% 2.89% 13% $ 773,363
47.85 13.44 13.23 0.48 0.47 2.97 2.98 12 875,628
43.49 3.09 3.26 0.48 0.47 3.09 3.10 14 669,676
43.30 (3.40) (4.03) 0.48 0.47 2.52 2.53 15 467,681
45.84 13.02 13.62 0.48 0.47 3.87 3.88 17 240,664

57.96 (3.69) (3.95) 0.46 0.45 2.92 2.92 61 275,332
62.02 11.71 11.71 0.46 0.45 1.67 1.67 64 244,970
57.12 2.28 2.44 0.46 0.45 3.26 3.27 57 197,049
57.47 6.60 5.93 0.46 0.45 2.39 2.40 81 132,184
55.24 12.79 13.51 0.47 0.45 3.16 3.18 44 58,003

26.45 (3.09) (3.32) 0.59(i) 0.11(i) 2.39 2.87 5 13,887
28.08 12.73 13.05 0.65(i) 0.11(i) 1.88 2.42 11 6,318
25.63 5.56 5.60 0.72(i) 0.11(i) 3.03 3.64 11 1,282

44.53 7.42 7.40 0.37 0.37 2.64 2.64 76 1,759,108
42.57 18.10 18.03 0.38 0.37 3.00 3.00 89 1,815,665
37.11 6.41 6.43 0.38 0.37 3.38 3.38 85 1,438,149

35.99 3.43 3.52 0.38 0.37 2.99 2.99 86 703,615
35.77 14.61 14.47 0.38 0.37 2.99 3.00 67 586,667
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PER SHARE
Investment Operations Distributions

Net Asset
Value,

beginning
of period

Net
Investment

Income
(loss)

Net
Realized

and
Unrealized
Gain (Loss)

Total from
Operations(b)(c)

Net
Investment

Income

From
Net

Realized
Gains

Tax
return

of
capital Total

FlexShares® Quality Dividend Defensive Index
Fund

Year ended October 31, 2018 $42.04 $ 1.21(a) $ 2.45 $ 3.66 $(1.24) $— $— $(1.24)
Year ended October 31, 2017 36.82 1.18(a) 5.18 6.36 (1.14) — — (1.14)
Year ended October 31, 2016 35.81 1.11(a) 0.99 2.10 (1.09) — — (1.09)
Year ended October 31, 2015 34.99 1.03(a) 0.72 1.75 (0.93) — — (0.93)
Year ended October 31, 2014 31.42 0.96(a) 3.62 4.58 (1.01) — — (1.01)
FlexShares® Quality Dividend Dynamic Index

Fund
Year ended October 31, 2018 41.84 1.15(a) 0.40 1.55 (1.19) — — (1.19)
Year ended October 31, 2017 35.32 1.19(a) 6.45 7.64 (1.12) — — (1.12)
Year ended October 31, 2016 35.14 1.11(a) 0.31(g) 1.42 (1.24) — — (1.24)
Year ended October 31, 2015 35.83 1.14(a) (0.82) 0.32 (1.01) — — (1.01)
Year ended October 31, 2014 32.06 0.98(a) 3.72 4.70 (0.93) — — (0.93)
FlexShares® International Quality Dividend Index Fund
Year ended October 31, 2018 26.27 1.22(a) (3.86) (2.64) (1.26) — — (1.26)
Year ended October 31, 2017 22.45 1.06(a) 3.69 4.75 (0.93) — — (0.93)
Year ended October 31, 2016 23.03 0.92(a) (0.68) 0.24 (0.82) — — (0.82)
Year ended October 31, 2015 26.15 1.01(a) (3.18) (2.17) (0.95) — — (0.95)
Year ended October 31, 2014 27.00 1.25(a) (1.06) 0.19 (1.04) — — (1.04)

* Commencement of investment operations.
(a) Net investment income per share is based on average shares outstanding.
(b) Not annualized for periods less than one year.
(c) Annualized for periods less than one year.
(d) Net asset value total return is calculated assuming an initial investment made at the net asset value at the beginning of the period, reinvestment of all dividends and distributions at

net asset value during the period and redemption on the last day of the period at adjusted net asset value.
(e) Market value total return is calculated assuming an initial investment made at the market value at the beginning of the period, reinvestment of all dividends and distributions at net

asset value during the period and redemption on the last day of the period at market value. Market value is determined by the mid point of the bid/ask spread at 4:00 p.m. Eastern
Time from the primary listing exchange. Market value returns may vary from net asset value returns.

(f) In-kind transactions are not included in portfolio turnover calculations.
(g) The amount shown for a share outstanding throughout the period is directionally inconsistent with aggregate net realized and unrealized for the period as presented in the financial

statements.
(h) Per share amount is less than $0.005.
(i) The Fund indirectly bears its proportionate share of fees and expenses incurred by the Underlying Fund(s) in which the Fund is invested. This ratio does not include these indirect fees

and expenses.
(j) The Expenses net of reimbursements and Net investment Income (Loss) net of reimbursement ratios include a voluntary reimbursement of advisory fees made by JPMorgan Chase

Bank, N.A. Absent this additional reimbursement, Expenses net of reimbursements would have increased by 0.20% and the Net investment Income (Loss) net of reimbursement
would have decreased by 0.20%.

(k) Northern Trust Investments, Inc. reimbursed the Funds for losses incurred related to an error. The impact was an increase of $0.02 to the net realized and unrealized gain (loss) on
investments per share and an increase of 0.06% to the total return of the FlexShares® Morningstar Global Upstream Natural Resources Index Fund. For the FlexShares® Morningstar
Developed Markets ex-US Factor Tilt Index Fund and FlexShares® STOXX® Global ESG Impact Index Fund, the impact to the net realized and unrealized gain (loss) on investments
per share amount is less than $0.005 and the total returns are less than 0.005%. Had these reimbursements not been made, the total returns would have been lower.

Financial Highlights (cont.)

196



RATIOS/SUPPLEMENTAL DATA
Total Return(b) Ratios to Average Net Assets(c) Supplemental Data
Net

Asset
Value,
end of
period

Net
Asset

Value(d)
Market Value
(Unaudited)(e) Expenses

Expenses net of
reimbursements

Net investment
income (loss)

before
reimbursements

Net investment
Income (Loss)

net of
reimbursements

Portfolio
Turnover
Rate(b)(f)

Net Assets,
end of
period

(thousands)

$44.46 8.69% 8.74% 0.38% 0.37% 2.70% 2.71% 94% $320,091
42.04 17.44 17.41 0.38 0.37 2.94 2.95 74 313,167
36.82 5.96 5.96 0.38 0.37 3.09 3.10 72 252,223
35.81 5.04 5.13 0.38 0.37 2.87 2.88 92 191,606
34.99 14.79 14.47 0.38 0.37 2.88 2.89 73 122,462

42.20 3.59 3.67 0.38 0.37 2.61 2.62 77 44,305
41.84 21.81 21.59 0.38 0.37 2.99 3.00 63 58,571
35.32 4.16 4.43 0.38 0.37 3.23 3.25 69 52,979
35.14 0.89 0.78 0.38 0.37 3.15 3.16 87 73,804
35.83 14.78 14.68 0.38 0.37 2.82 2.84 75 93,151

22.37 (10.48) (11.30) 0.47 0.47 4.77 4.78 71 765,167
26.27 21.50 21.80 0.48 0.47 4.27 4.28 69 979,701
22.45 1.16 2.05 0.48 0.47 4.17 4.18 68 496,050
23.03 (8.45) (9.95) 0.48 0.47 4.08 4.09 77 430,590
26.15 0.53 1.11 0.48 0.47 4.56 4.57 61 329,485
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PER SHARE
Investment Operations Distributions

Net Asset
Value,

beginning
of period

Net
Investment

Income
(loss)

Net
Realized

and
Unrealized
Gain (Loss)

Total from
Operations(b)(c)

Net
Investment

Income

From
Net

Realized
Gains

Tax
return

of
capital Total

FlexShares® International Quality Dividend Defensive Index Fund
Year ended October 31, 2018 $25.06 $ 1.14(a) $(3.54) $(2.40) $(1.27) $— $ — $(1.27)
Year ended October 31, 2017 22.16 0.99(a) 2.81 3.80 (0.90) — — (0.90)
Year ended October 31, 2016 22.54 0.83(a) (0.35) 0.48 (0.86) — — (0.86)
Year ended October 31, 2015 25.55 0.94(a) (3.04) (2.10) (0.91) — — (0.91)
Year ended October 31, 2014 26.66 1.23(a) (1.32) (0.09) (1.02) — — (1.02)
FlexShares® International Quality Dividend Dynamic Index Fund
Year ended October 31, 2018 27.82 1.32(a) (4.34) (3.02) (1.29) — — (1.29)
Year ended October 31, 2017 23.47 1.11(a) 4.08 5.19 (0.84) — — (0.84)
Year ended October 31, 2016 23.82 0.83(a) (0.13) 0.70 (0.98) — (0.07) (1.05)
Year ended October 31, 2015 26.50 0.88(a) (2.50) (1.62) (1.06) — — (1.06)
Year ended October 31, 2014 27.34 0.99(a) (1.00) (0.01) (0.83) — — (0.83)
FlexShares® iBoxx 3-Year Target Duration TIPS Index Fund
Year ended October 31, 2018 24.60 0.68(a) (0.78) (0.10) (0.69) — — (0.69)
Year ended October 31, 2017 24.82 0.37(a) (0.27) 0.10 (0.32) — — (0.32)
Year ended October 31, 2016 24.38 0.15(a) 0.47 0.62 (0.16) — (0.02) (0.18)
Year ended October 31, 2015 24.73 (0.10)(a) (0.23) (0.33) — — (0.02) (0.02)
Year ended October 31, 2014 24.97 0.10(a) (0.15) (0.05) (0.10) — (0.09) (0.19)

* Commencement of investment operations.
(a) Net investment income per share is based on average shares outstanding.
(b) Not annualized for periods less than one year.
(c) Annualized for periods less than one year.
(d) Net asset value total return is calculated assuming an initial investment made at the net asset value at the beginning of the period, reinvestment of all dividends and distributions at

net asset value during the period and redemption on the last day of the period at adjusted net asset value.
(e) Market value total return is calculated assuming an initial investment made at the market value at the beginning of the period, reinvestment of all dividends and distributions at net

asset value during the period and redemption on the last day of the period at market value. Market value is determined by the mid point of the bid/ask spread at 4:00 p.m. Eastern
Time from the primary listing exchange. Market value returns may vary from net asset value returns.

(f) In-kind transactions are not included in portfolio turnover calculations.
(g) The amount shown for a share outstanding throughout the period is directionally inconsistent with aggregate net realized and unrealized for the period as presented in the financial

statements.
(h) Per share amount is less than $0.005.
(i) The Fund indirectly bears its proportionate share of fees and expenses incurred by the Underlying Fund(s) in which the Fund is invested. This ratio does not include these indirect fees

and expenses.
(j) The Expenses net of reimbursements and Net investment Income (Loss) net of reimbursement ratios include a voluntary reimbursement of advisory fees made by JPMorgan Chase

Bank, N.A. Absent this additional reimbursement, Expenses net of reimbursements would have increased by 0.20% and the Net investment Income (Loss) net of reimbursement
would have decreased by 0.20%.

(k) Northern Trust Investments, Inc. reimbursed the Funds for losses incurred related to an error. The impact was an increase of $0.02 to the net realized and unrealized gain (loss) on
investments per share and an increase of 0.06% to the total return of the FlexShares® Morningstar Global Upstream Natural Resources Index Fund. For the FlexShares® Morningstar
Developed Markets ex-US Factor Tilt Index Fund and FlexShares® STOXX® Global ESG Impact Index Fund, the impact to the net realized and unrealized gain (loss) on investments
per share amount is less than $0.005 and the total returns are less than 0.005%. Had these reimbursements not been made, the total returns would have been lower.
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RATIOS/SUPPLEMENTAL DATA
Total Return(b) Ratios to Average Net Assets(c) Supplemental Data

Net
Asset
Value,
end of
period

Net
Asset

Value(d)
Market Value
(Unaudited)(e) Expenses

Expenses net of
reimbursements

Net investment
income (loss)

before
reimbursements

Net investment
Income (Loss)

net of
reimbursements

Portfolio
Turnover
Rate(b)(f)

Net Assets,
end of
period

(thousands)

$ 21.39 (10.03)% (10.91)% 0.48% 0.47% 4.68% 4.68% 69% $ 87,703
25.06 17.45 17.69 0.48 0.47 4.18 4.19 72 95,217
22.16 2.24 3.39 0.48 0.47 3.78 3.79 73 77,561
22.54 (8.37) (9.81) 0.48 0.47 3.86 3.87 77 87,893
25.55 (0.51) (0.33) 0.48 0.47 4.58 4.59 69 66,441

23.51 (11.34) (12.11) 0.48 0.47 4.83 4.83 75 63,481
27.82 22.37 22.91 0.48 0.47 4.19 4.20 76 91,796
23.47 3.17 3.96 0.49 0.47 3.70 3.72 75 18,777
23.82 (6.28) (8.00) 0.48 0.47 3.43 3.43 89 35,726
26.50 (0.18) 0.80 0.49 0.47 3.55 3.58 45 113,945

23.81 (0.41) (0.49) 0.18 0.18 2.79 2.80 85 1,641,610
24.60 0.42 0.46 0.21 0.20 1.49 1.50 134 2,113,130
24.82 2.55 2.55 0.21 0.20 0.62 0.63 105 1,841,902
24.38 (1.34) (1.46) 0.21 0.20 (0.40) (0.39) 83 1,978,311
24.73 (0.22) (0.10) 0.21 0.20 0.40 0.41 179 2,246,873
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PER SHARE
Investment Operations Distributions

Net Asset
Value,

beginning
of period

Net
Investment

Income
(loss)

Net
Realized

and
Unrealized
Gain (Loss)

Total from
Operations(b)(c)

Net
Investment

Income

From
Net

Realized
Gains

Tax
return

of
capital Total

FlexShares® iBoxx 5-Year Target Duration TIPS Index Fund
Year ended October 31, 2018 $25.06 $0.71(a) $(1.08) $(0.37) $ (0.74) $ — $ — $(0.74)
Year ended October 31, 2017 25.45 0.47(a) (0.45) 0.02 (0.41) — — (0.41)
Year ended October 31, 2016 24.56 0.30(a) 0.88 1.18 (0.27) — (0.02) (0.29)
Year ended October 31, 2015 24.87 0.05(a) (0.30) (0.25) (0.05) — (0.01) (0.06)
Year ended October 31, 2014 25.29 0.21(a) (0.32) (0.11) (0.24) — (0.07) (0.31)
FlexShares® Disciplined Duration MBS Index Fund
Year ended October 31, 2018 23.86 0.49(a) (0.88) (0.39) (0.73) — — (0.73)
Year ended October 31, 2017 24.74 0.39(a) (0.50) (0.11) (0.77) — — (0.77)
Year ended October 31, 2016 24.87 0.45(a) 0.29 0.74 (0.87) — — (0.87)
Year ended October 31, 2015 25.12 0.37(a) 0.06(g) 0.43 (0.68) 0.00(h) — (0.68)
For the period 09/03/14* through 10/31/14 25.00 0.09(a) 0.09 0.18 (0.06) — — (0.06)
FlexShares® Credit-Scored US Corporate Bond Index Fund
Year ended October 31, 2018 50.98 1.40(a) (2.43) (1.03) (1.36) — — (1.36)
Year ended October 31, 2017 51.49 1.26(a) (0.34) 0.92 (1.23) (0.20) — (1.43)
Year ended October 31, 2016 50.32 1.21(a) 1.13 2.34 (1.17) — — (1.17)
For the period 11/12/14* through 10/31/15 50.00 1.12(a) 0.18 1.30 (0.98) — — (0.98)
FlexShares® Credit-Scored US Long Corporate Bond Index Fund
Year ended October 31, 2018 53.88 2.07(a) (5.87) (3.80) (2.04) — — (2.04)
Year ended October 31, 2017 53.83 2.06(a) 0.74 2.80 (2.07) (0.68) — (2.75)
Year ended October 31, 2016 50.29 2.14(a) 3.56 5.70 (2.16) — — (2.16)
For the period 09/23/15* through 10/31/15 50.00 0.23(a) 0.06 0.29 — — — —
FlexShares® High Yield Value-Scored Bond Index Fund
For the period 07/17/18* through 10/31/18 50.00 1.68(a) (1.60) 0.08 (1.24) — — (1.24)

* Commencement of investment operations.
(a) Net investment income per share is based on average shares outstanding.
(b) Not annualized for periods less than one year.
(c) Annualized for periods less than one year.
(d) Net asset value total return is calculated assuming an initial investment made at the net asset value at the beginning of the period, reinvestment of all dividends and distributions at

net asset value during the period and redemption on the last day of the period at adjusted net asset value.
(e) Market value total return is calculated assuming an initial investment made at the market value at the beginning of the period, reinvestment of all dividends and distributions at net

asset value during the period and redemption on the last day of the period at market value. Market value is determined by the mid point of the bid/ask spread at 4:00 p.m. Eastern
Time from the primary listing exchange. Market value returns may vary from net asset value returns.

(f) In-kind transactions are not included in portfolio turnover calculations.
(g) The amount shown for a share outstanding throughout the period is directionally inconsistent with aggregate net realized and unrealized for the period as presented in the financial

statements.
(h) Per share amount is less than $0.005.
(i) The Fund indirectly bears its proportionate share of fees and expenses incurred by the Underlying Fund(s) in which the Fund is invested. This ratio does not include these indirect fees

and expenses.
(j) The Expenses net of reimbursements and Net investment Income (Loss) net of reimbursement ratios include a voluntary reimbursement of advisory fees made by JPMorgan Chase

Bank, N.A. Absent this additional reimbursement, Expenses net of reimbursements would have increased by 0.20% and the Net investment Income (Loss) net of reimbursement
would have decreased by 0.20%.

(k) Northern Trust Investments, Inc. reimbursed the Funds for losses incurred related to an error. The impact was an increase of $0.02 to the net realized and unrealized gain (loss) on
investments per share and an increase of 0.06% to the total return of the FlexShares® Morningstar Global Upstream Natural Resources Index Fund. For the FlexShares® Morningstar
Developed Markets ex-US Factor Tilt Index Fund and FlexShares® STOXX® Global ESG Impact Index Fund, the impact to the net realized and unrealized gain (loss) on investments
per share amount is less than $0.005 and the total returns are less than 0.005%. Had these reimbursements not been made, the total returns would have been lower.
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RATIOS/SUPPLEMENTAL DATA
Total Return(b) Ratios to Average Net Assets(c) Supplemental Data

Net
Asset
Value,
end of
period

Net
Asset

Value(d)
Market Value
(Unaudited)(e) Expenses

Expenses net of
reimbursements

Net investment
income (loss)

before
reimbursements

Net investment
Income (Loss)

net of
reimbursements

Portfolio
Turnover
Rate(b)(f)

Net Assets,
end of
period

(thousands)

$23.95 (1.51)% (1.51)% 0.18% 0.18% 2.88% 2.88% 65% $904,027
25.06 0.08 0.08 0.21 0.20 1.86 1.87 87 819,372
25.45 4.81 4.64 0.21 0.20 1.18 1.19 72 651,605
24.56 (1.00) (1.04) 0.21 0.20 0.19 0.20 113 432,210
24.87 (0.49) (0.25) 0.21 0.20 0.82 0.83 150 308,335

22.74 (1.65) (1.31) 0.21 0.20 2.09 2.10 160 71,628
23.86 (0.44) (0.53) 0.21 0.20 1.61 1.62 61 38,183
24.74 3.02 2.69 0.21 —(j) 1.62 1.83(j) 89 42,063
24.87 1.74 2.02 0.22 0.20 1.44 1.46 179 23,627
25.12 0.72 0.76 0.27 0.20 2.18 2.26 23 5,025

48.59 (2.05) (2.23) 0.23 0.22 2.83 2.84 76 60,736
50.98 1.85 1.99 0.23 0.22 2.48 2.49 65 50,982
51.49 4.71 4.70 0.24 0.22 2.34 2.36 59 36,041
50.32 2.61 2.78 0.26 0.22 2.26 2.30 69 12,581

48.04 (7.24) (7.86) 0.23 0.22 4.05 4.06 93 26,424
53.88 5.58 4.25 0.24 0.22 3.92 3.94 91 18,858
53.83 11.60 12.75 0.25 0.22 4.01 4.04 80 13,457
50.29 0.56 1.16 0.27 0.22 4.38 4.43 — 5,029

48.84 0.13 0.13 0.38 0.37 11.56 11.57 18 48,845
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Morningstar, Inc. (“Morningstar”), a leading provider of
investment research in North America, Europe, Australia
and Asia, offers an extensive line of Internet-, software- and
print-based products and services to individuals, financial
advisors and institutions. Morningstar has developed and
maintains a wide variety of global equity, fixed income and
commodity indexes, including the Morningstar® Global
Upstream Natural Resources IndexSM, the Morningstar®

US Market Factor Tilt IndexSM, the Morningstar® Devel-
oped Markets ex-US Factor Tilt IndexSM, the Morningstar®

Emerging Markets Factor Tilt IndexSM, Morningstar®

Developed Markets ex-US Factor Tilt Hedged IndexSM and
the Morningstar® Emerging Markets Factor Tilt Hedged
IndexSM (the “Underlying Indexes”). All Morningstar®

Indexes, including the Underlying Indexes, are rooted in
Morningstar’s proprietary research and are created and
maintained using transparent, rules-based methodologies.
The words/phrases, “Morningstar®”, “Global Upstream
Natural Resources IndexSM”, “US Market Factor Tilt
IndexSM”, “Developed Markets ex-US Factor Tilt IndexSM”,
“Emerging Markets Factor Tilt IndexSM”, “Developed Mar-
kets ex-US Factor Tilt Hedged IndexSM” and “Emerging
Markets Factor Tilt Hedged IndexSM”, are all service marks
of Morningstar.

* * *

The iBoxx 3-Year Target Duration TIPS Index and iBoxx
5-Year Target Duration TIPS Index are each the property of
Markit Indices Limited (“Markit”) and have been licensed
for use in connection the FlexShares® iBoxx 3-Year Target
Duration TIPS Index Fund and the FlexShares® iBoxx
5-Year Target Duration TIPS Index Fund, respectively.

Markit is the index provider of each of the iBoxx Target
Duration TIPS Indexes. Markit is a leading, global financial
information services company with over 2,200 employees.
The company provides independent data, valuations and
trade processing across all asset classes in order to enhance
transparency, reduce risk and improve operational effi-
ciency. Its client base includes the most significant institu-
tional participants in the financial marketplace. Markit®

and iBoxx® are registered trademarks of Markit Group
Limited or its affiliates.

* * *

The Northern Trust Quality Large Cap IndexSM, Northern
Trust Quality Dividend IndexSM, Northern Trust Quality
Dividend Dynamic IndexSM, Northern Trust Quality Divi-
dend Defensive IndexSM, Northern Trust International
Quality Dividend IndexSM, Northern Trust International
Quality Dividend Dynamic IndexSM, Northern Trust Inter-
national Quality Dividend Defensive IndexSM, Northern
Trust Global Quality Real Estate IndexSM, Northern Trust
Real Assets Allocation IndexSM, Northern Trust Credit-
Scored US Corporate Bond IndexSM, Northern Trust
Credit-Scored US Long Corporate Bond IndexSM and
Northern Trust High Yield Value-Scored US Corporate
Bond IndexSM (together the “Northern Trust Indexes”) are
each the property of NTI and have been licensed for use by
the FlexShares® US Quality Large Cap Index Fund,
FlexShares® Global Quality Real Estate Index Fund,
FlexShares® Real Assets Allocation Index Fund, FlexShares®

Quality Dividend Index Fund, FlexShares® Quality Divi-
dend Defensive Index Fund, FlexShares® Quality Dividend
Dynamic Index Fund, FlexShares® International Quality
Dividend Index Fund, FlexShares® International Quality
Dividend Defensive Index Fund, FlexShares® International
Quality Dividend Dynamic Index Fund, FlexShares®

Credit-Scored US Corporate Bond Index Fund, FlexShares®

Credit-Scored US Long Corporate Bond Index Fund and
FlexShares® High Yield Value-Scored Bond Index Fund
(together the “Funds”), respectively.

NTI is the index provider of each of the Northern Trust
Indexes and serves as the Investment Adviser of the Funds.
NTI has adopted policies and procedures designed to mini-
mize or eliminate potential conflicts of interest; prevent
certain persons from having any advantage over other mar-
ket participants with respect to prior knowledge of compa-
nies that may be added to, or deleted from, a Northern
Trust Index or from the portfolios of any Fund that tracks a
Northern Trust Index; and prevent the dissemination or
use of non-public information about pending changes to
index constituents or methodology.

* * *

STOXX Ltd. is a global index provider, currently calculat-
ing a global, comprehensive index family of over 6,000
strictly rules-based and transparent indices. Best known for
the leading European equity indices EURO STOXX 50,
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STOXX Europe 50 and STOXX Europe 600, STOXX Ltd.
maintains and calculates the STOXX Global Index family
which consists of total market, broad and blue-chip indices
for the regions. Americas, Europe, Asia, and Pacific, the
sub-regions Latin America and BRIC (Brazil, Russia, India
and China), as well as global markets.

The STOXX indices are licensed to over 400 companies
around the world as underlyings for Exchange Traded
Funds (ETFs), Futures & Options, Structured Products and
passively-managed investment funds. Three of the top
Exchange Traded Funds (ETFs) in Europe and 30 percent
of all assets under management are based on STOXX indi-
ces. STOXX Ltd. holds Europe’s number one and the
world’s number three position in the derivatives segment.

In addition, STOXX Ltd. is the marketing agent for the
indices of Deutsche Boerse Group, amongst them the DAX
Index.

STOXX Ltd. is part of Deutsche Boerse Group.

Morningstar, Markit and STOXX Ltd. are not affiliated
with the Trust or the Investment Adviser. The Investment
Adviser has entered into a license agreement with each of
Morningstar, Markit and STOXX Ltd. pursuant to which
the Investment Adviser pays a fee to use the applicable
Underlying Indexes. The Investment Adviser has entered
into a sub-license agreement with the Trust for the use of
the applicable Underlying Indexes at no charge.

* * *

ICE Data Indices, LLC is not affiliated with FlexShares®

Trust or NTI. NTI has entered into a license agreement
with ICE Data Indices, LLC for the license to use the
Underlying Index in connection with the FlexShares® Dis-
ciplined Duration MBS Index Fund. NTI has entered into a
sub-license agreement with the FlexShares® Trust for use of
the Underlying Index at no charge.

* * *

More Information About Underlying Indexes and Index Providers (cont.)

203



NTI does not guarantee the accuracy and/or the complete-
ness of the Underlying Indexes or any data included therein
or the descriptions of the Index Providers, and NTI shall
have no liability for any errors, omissions, or interruptions
therein.

NTI makes no warranty, express or implied, as to results to
be obtained by the FlexShares® Funds, to the owners of the
shares of any FlexShares® Fund, or to any other person or
entity, from the use of any Underlying Index or any data
included therein. NTI makes no express or implied warran-
ties, and expressly disclaims all warranties of merchantabil-
ity or fitness for a particular purpose or use with respect to
any Underlying Index or any data included therein. With-
out limiting any of the foregoing, in no event shall NTI
have any liability for any special, punitive, direct, indirect,
or consequential damages (including lost profits), even if
notified of the possibility of such damages.

* * *

Acting in the role of index provider to FlexShares® Trust,
Morningstar licenses the Underlying Indexes and accompa-
nying service marks to FlexShares® for FlexShares®’ further
use in creating and maintaining the FlexShares®

Morningstar US Market Factor Tilt Index Fund, the
FlexShares® Morningstar Developed Markets ex-US Factor
Tilt Index Fund, the FlexShares® Morningstar Emerging
Markets Factor Tilt Index Fund, the FlexShares® Currency
Hedged Morningstar DM ex-US Factor Tilt Index Fund,
the FlexShares® Currency Hedged Morningstar EM Factor
Tilt Index Fund and the FlexShares® Morningstar Global
Upstream Natural Resources Index Fund (collectively, the
“Funds”). The Funds are not sponsored, endorsed, sold or
promoted by Morningstar. Morningstar makes no repre-
sentation or warranty, express or implied, to the owners of
the Funds or any member of the public regarding the
advisability of investing in securities generally or in the
Funds in particular or the ability of the Underlying Indexes
to track general stock market performance. Morningstar’s
only relationship to NTI, FlexShares® Trust and the Funds
is the licensing of the certain service marks and the Under-
lying Indexes, each of which is determined, composed and
calculated by Morningstar without regard to NTI,
FlexShares® Trust or the Funds. Morningstar has no obliga-
tion to take the needs of NTI, FlexShares® Trust, the Funds
or the owners of the Funds into consideration in determin-
ing, composing or calculating the Underlying Indexes.
Morningstar is not responsible for and has not participated
in the determination of the prices and amounts of the
Funds or the timing of the issuance or sale of the Funds or
in the determination or calculation of the equation by
which any Fund is converted into cash. Morningstar has no
obligation or liability in connection with the administra-
tion, marketing or trading of the Funds.

MORNINGSTAR DOES NOT GUARANTEE THE ACCU-
RACY AND/OR THE COMPLETENESS OF THE
UNDERLYING INDEXES OR ANY DATA INCLUDED
THEREIN AND MORNINGSTAR SHALL HAVE NOT

LIABILITY FOR ANY ERRORS, OMISSIONS, OR INTER-
RUPTIONS THEREIN. MORNINGSTAR MAKES NO
WARRANTY, EXPRESS OR IMPLIED, AS TO RESULTS
TO BE OBTAINED BY NTI, FLEXSHARES® TRUST, THE
FUNDS OR OWNERS OR USERS OF THE FUNDS, OR
ANY OTHER PERSON OR ENTITY FROM THE USE OF
THE UNDERLYING INDEXES OR ANY DATA
INCLUDED THEREIN. MORNINGSTAR MAKES NO
EXPRESS OR IMPLIED WARRANTIES, AND EXPRESSLY
DISCLAIMS ALL WARRANTIES OF MERCHANTABIL-
ITY OR FITNESS FOR A PARTICULAR PURPOSE OR
USE WITH RESPECT TO THE UNDERLYING INDEXES
OR ANY DATA INCLUDED THEREIN. WITHOUT LIM-
ITING ANY OF THE FOREGOING, IN NO EVENT
SHALL MORNINGSTAR HAVE ANY LIABILITY FOR
ANY SPECIAL, PUNITIVE, INDIRECT, OR CONSE-
QUENTIAL DAMAGES (INCLUDING LOST PROFITS),
EVEN IF NOTIFIED OF THE POSSIBILITY OF SUCH
DAMAGES.

* * *

The iBoxx Target Duration TIPS Indexes (each, an “Index”
and, collectively, the “Indexes”) referenced herein are each
the property of Markit Indices Limited (the “Index Pro-
vider”) and have been licensed for use in connection with
the FlexShares® iBoxx 3-Year Target Duration TIPS Index
Fund and the FlexShares® iBoxx 5-Year Target Duration
TIPS Index Fund, respectively (collectively, the “Funds”).
Each party acknowledges and agrees that the Funds are not
sponsored, endorsed or promoted by the Index Provider.
The Index Provider makes no representation whatsoever,
whether express or implied, and hereby expressly disclaim
all warranties (including, without limitation, those of mer-
chantability or fitness for a particular purpose or use), with
respect to any of the Indexes or any data included therein
or relating thereto, and in particular disclaim any warranty
either as to the quality, accuracy and/or completeness of
any Index or any data included therein, the results obtained
from the use of any Index and/or the composition of an
Index at any particular time on any particular date or oth-
erwise and/or the creditworthiness of any entity, or the
likelihood of the occurrence of a credit event or similar
event (however defined) with respect to an obligation, in
an Index at any particular time on any particular date or
otherwise. The Index Provider shall not be liable (whether
in negligence or otherwise) to the parties or any other per-
son for any error in the Index, and the Index Provider is
under no obligation to advise the parties or any person of
any error therein.

The Index Provider makes no representation whatsoever,
whether express or implied, as to the advisability of pur-
chasing or selling any Fund, the ability of any Index to
track relevant markets’ performances, or otherwise relating
to any Index or any transaction or product with respect
thereto, or of assuming any risks in connection therewith.
The Index Provider has no obligation to take the needs of
any party into consideration in determining, composing or
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calculating any Index. Neither any party purchasing or sell-
ing a Fund nor the Index Provider shall have any liability to
any party for any act or failure to act by the Index Provider
in connection with the determination, adjustment, calcula-
tion or maintenance of the Index. The Index Provider and
its affiliates may deal in obligations that compose the Index
and may, where permitted, accept deposits from, make
loans or otherwise extend credit to, and generally engage in
any kind of commercial or investment banking or other
business with the issuers of such obligations or their affili-
ates, and may act with respect to such business as if the
Indexes did not exist, regardless of whether such action
might adversely affect any Index or any Fund. Markit® and
iBoxx® are registered trademarks of Markit Group Limited
or its affiliates.

* * *

Northern Trust Investments, Inc. and the FlexShares®

Quality Dividend Index Fund, FlexShares® Quality Divi-
dend Dynamic Index Fund, FlexShares® Quality Dividend
Defensive Index Fund, FlexShares® International Quality
Dividend Index Fund, FlexShares® International Quality
Dividend Dynamic Index Fund, and FlexShares® Interna-
tional Quality Dividend Defensive Index Fund, FlexShares®

US Quality Large Cap Index Fund, FlexShares® Global
Quality Real Estate Index Fund, FlexShares® Real Assets
Allocation Index Fund, FlexShares® Credit-Scored US Cor-
porate Bond Index Fund, FlexShares® Credit-Scored US
Long Corporate Bond Index Fund and FlexShares® High
Yield Value-Scored Bond Index Fund (each, a “Fund”,
together, the “Funds”) make no representation or warranty,
express or implied, to the owners of the Funds or any
member of the public regarding the advisability of invest-
ing in securities generally or in the Funds in particular or
the ability of the Northern Trust 1250 IndexSM, Northern
Trust International Large Cap IndexSM, Northern Trust
Quality Dividend IndexSM, Northern Trust Quality Divi-
dend Dynamic IndexSM, Northern Trust Quality Dividend
Defensive IndexSM, Northern Trust International Quality
Dividend IndexSM, Northern Trust International Quality
Dividend Dynamic IndexSM, Northern Trust International
Quality Dividend Defensive IndexSM, Northern Trust Qual-
ity Large Cap IndexSM, the Northern Trust Global Quality
Real Estate IndexSM, the Northern Trust Global Real Estate
IndexSM, Northern Trust Real Assets Allocation IndexSM,
Northern Trust Global IndexSM, Northern Trust Credit-
Scored US Corporate Bond IndexSM, Northern Trust
Credit-Scored US Long Corporate Bond IndexSM, North-
ern Trust Investment-Grade US Corporate Bond IndexSM,
Northern Trust Investment-Grade US Long Corporate
Bond IndexSM and Northern Trust High Yield Value-Scored
US Corporate Bond IndexSM (together, the “Northern
Trust Indexes”) to track general stock market performance.
Northern Trust Investments, Inc. is the licensor of certain
trademarks, service marks and service names of the Funds.
Northern Trust Investments, Inc. has no obligation to take
the needs of FlexShares® Trust, the Funds or the owners of

the Funds into consideration in determining, composing or
calculating the Northern Trust Indexes.

NEITHER THE FUNDS NOR NORTHERN TRUST
INVESTMENTS, INC. GUARANTEE THE ACCURACY,
COMPLETENESS OR PERFORMANCE OF ANY
NORTHERN TRUST INDEX OR ANY DATA INCLUDED
THEREIN AND SHALL HAVE NO LIABILITY IN CON-
NECTION WITH ANY NORTHERN TRUST INDEX OR
NORTHERN TRUST INDEX CALCULATION. NORTH-
ERN TRUST INVESTMENTS, INC. MAKES NO WAR-
RANTY, EXPRESS OR IMPLIED, AS TO RESULTS TO BE
OBTAINED BY FLEXSHARES® TRUST, THE FUNDS OR
OWNERS OR USERS OF THE FUNDS, OR ANY OTHER
PERSON OR ENTITY FROM THE USE OF THE NORTH-
ERN TRUST INDEXES OR ANY DATA INCLUDED
THEREIN. NORTHERN TRUST INVESTMENTS, INC.
MAKES NO EXPRESS OR IMPLIED WARRANTIES, AND
EXPRESSLY DISCLAIMS ALL WARRANTIES OF MER-
CHANTABILITY OR FITNESS FOR A PARTICULAR
PURPOSE OR USE WITH RESPECT TO THE NORTH-
ERN TRUST INDEXES OR ANY DATA INCLUDED
THEREIN. WITHOUT LIMITING ANY OF THE FORE-
GOING, IN NO EVENT SHALL NORTHERN TRUST
INVESTMENTS, INC. HAVE ANY LIABILITY FOR ANY
SPECIAL, PUNITIVE, INDIRECT, OR CONSEQUEN-
TIAL DAMAGES (INCLUDING LOST PROFITS), EVEN
IF NOTIFIED OF THE POSSIBILITY OF SUCH DAM-
AGES.

Northern Trust Credit-Scored US Corporate Bond
IndexSM, Northern Trust Credit-Scored US Long Corporate
Bond IndexSM, Northern Trust Investment-Grade US Cor-
porate Bond IndexSM, Northern Trust Investment-Grade
US Long Corporate Bond IndexSM and Northern Trust
High Yield Value-Scored US Corporate Bond IndexSM are
service marks of NTI and have been licensed for use by
FlexShares® Trust. FlexShares® is a registered trademark of
NTI.

* * *

STOXX Limited, Deutsche Börse Group and their licensors
(the “Licensors”), research partners or data providers have
no relationship to FlexShares® Trust other than the licens-
ing of the STOXX® USA ESG Impact Index, STOXX®

Global ESG Impact Index and STOXX® Global Broad Infra-
structure Index and the related trademarks for use in con-
nection with the FlexShares® STOXX® US ESG Impact
Index Fund, FlexShares® STOXX® Global ESG Impact
Index Fund and FlexShares® STOXX® Global Broad Infra-
structure Index Fund (the “Funds”).

STOXX, Deutsche Börse Group and their Licensors,
research partners or data providers do not:

• Sponsor, endorse, sell or promote the Funds.

• Recommend that any person invest in the Funds or any
other securities.
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• Have any responsibility or liability for or make any
decisions about the timing, amount or pricing of the
Funds.

• Have any responsibility or liability for the administra-
tion, management or marketing of the Funds.

• Consider the needs of the Funds or the owners of the
Funds in determining, composing or calculating the
STOXX® USA ESG Impact Index, STOXX® Global ESG
Impact Index and STOXX® Global Broad Infrastructure
Index or have any obligation to do so.

STOXX, Deutsche Börse Group and their Licensors,
research partners or data providers give no warranty and
exclude any liability (whether in negligence or other-
wise), in connection with the Funds or their perfor-
mance.

STOXX does not assume any contractual relationship with
the purchasers of the Funds or any other third parties.

Specifically,

• STOXX, Deutsche Börse Group and their Licensors,
research partners or data providers do not give any
warranty, express or implied, and exclude any liability
about:

• The results to be obtained by the Funds, the owner
of the Funds or any other person in connection
with the use of the Indexes and the data included in
the STOXX® USA ESG Impact Index, STOXX®

Global ESG Impact Index and STOXX® Global
Broad Infrastructure Index;

• The accuracy, timeliness, and completeness of the
STOXX® USA ESG Impact Index, STOXX® Global
ESG Impact Index and STOXX® Global Broad Infra-
structure Index and their data;

• The merchantability and the fitness for a particular
purpose or use of the STOXX® USA ESG Impact
Index, STOXX® Global ESG Impact Index and
STOXX® Global Broad Infrastructure Index and
their data;

• The performance of the Funds generally.

• STOXX Deutsche Börse Group and their Licensors,
research partners or data providers give no warranty
and exclude any liability, for any errors, omissions or
interruptions in the STOXX® USA ESG Impact Index,
STOXX® Global ESG Impact Index and STOXX® Global
Broad Infrastructure Index or their data;

• Under no circumstances will STOXX, Deutsche Börse
Group or their Licensors, research partners or data pro-
viders be liable (whether in negligence or otherwise) for
any lost profits or indirect, punitive, special or conse-
quential damages or losses, arising as a result of such
errors, omissions or interruptions in the STOXX® USA
ESG Impact Index, STOXX® Global ESG Impact Index

and STOXX® Global Broad Infrastructure Index or its
data or generally in relation to the Funds, even in cir-
cumstances where STOXX, Deutsche Börse Group or
their Licensors, research partners or data providers are
aware that such loss or damage may occur.

The licensing agreement between NTI and STOXX is solely
for their benefit and not for the benefit of the owners of the
Funds or any other third parties.

* * *

Shares of the Trust are not sponsored, endorsed or pro-
moted by CBOE BZX Exchange, NASDAQ and NYSE Arca
(the “Exchanges”). The Exchanges make no representation
or warranty, express or implied, to the owners of the shares
of any FlexShares® Fund or any member of the public
regarding the ability of any FlexShares® Fund to track the
total return performance of any Underlying Index or the
ability of any Underlying Index identified herein to track
stock market performance. The Exchanges are not respon-
sible for, nor has it participated in, the determination of
the compilation or the calculation of any Underlying Indi-
ces, nor in the determination of the timing of, prices of, or
quantities of the shares of any FlexShares® Fund to be
issued, nor in the determination or calculation of the equa-
tion by which the shares are redeemable. The Exchanges
have no obligation or liability to owners of the shares of
any FlexShares® Fund in connection with the administra-
tion, marketing or trading of the shares of the Fund.

The Exchanges do not guarantee the accuracy and/or the
completeness of any Underlying Index or any data included
therein. The Exchanges make no warranty, express or
implied, as to results to be obtained by the Trust on behalf
of its FlexShares® Funds as licensee, licensee’s customers
and counterparties, owners of the shares of the Trust, or
any other person or entity from the use of any Underlying
Index or any data included therein in connection with the
rights licensed as described herein or for any other use. The
Exchanges make no express or implied warranties, and
hereby expressly disclaim all warranties of merchantability
or fitness for a particular purpose with respect to any
Underlying Index or any data included therein. Without
limiting any of the foregoing, in no event shall the
Exchanges have any liability for any direct, indirect, special,
punitive, consequential or any other damages (including
lost profits) even if notified of the possibility of such dam-
ages.

* * *

Northern Trust 1250 IndexSM, Northern Trust Interna-
tional Large Cap IndexSM, Northern Trust Quality Divi-
dend IndexSM, Northern Trust Quality Dividend Dynamic
IndexSM, Northern Trust Quality Dividend Defensive
IndexSM, Northern Trust International Quality Dividend
IndexSM, Northern Trust International Quality Dividend
Dynamic IndexSM, Northern Trust International Quality
Dividend Defensive IndexSM, Northern Trust Quality Large
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Cap IndexSM and Northern Trust Global Quality Real
Estate IndexSM, are service marks of NTI and have been
licensed for use by FlexShares® Trust. FlexShares® is a regis-
tered trademark of NTI.

* * *
The ICE® BofAML® Constrained Duration US Mortgage
Backed Securities IndexSM are trademarks of ICE Data
Indices, LLC or its affiliates (“ICE”) or are being used with
permission and have been licensed, along with the The
ICE® BofAML® Constrained Duration US Mortgage
Backed Securities IndexSM (“Index”) for use by NTI in con-
nection with the FlexShares® Disciplined Duration MBS
Index Fund (the “Fund”). Neither the Fund, NTI, nor the
FlexShares® Trust are sponsored, endorsed, sold or pro-
moted by ICE. ICE does not make any representation or
warranty, express or implied, to the owners of the Fund or
any member of the public regarding the Fund or the advis-
ability of investing in the Fund, particularly the ability of
the Index to track performance of any market or strategy.
ICE’s only relationship to NTI (“Licensee”) is the licensing
of certain trademarks and trade names and the Index or
components thereof. The Index is determined, composed
and calculated by ICE and ICE is the administrator of the
Index. ICE has no obligation to take the needs of the
Licensee or the holders of the Fund into consideration in
determining, composing or calculating the Index. ICE is
not responsible for and has not participated in the determi-
nation of the timing of, prices of, or quantities of the Fund
to be issued or in the determination or calculation of the
equation by which the Fund is to be priced, sold, pur-
chased, or redeemed. ICE has no obligation or liability in
connection with the administration, marketing, or trading
of the Fund.

ICE AND ITS THIRD PARTY SUPPLIERS DO NOT
GUARANTEE THE ACCURACY AND/OR THE COM-
PLETENESS OF THE INDEX OR ANY DATA INCLUDED
THEREIN AND ICE SHALL HAVE NO LIABILITY FOR
ANY ERRORS, OMISSIONS, UNAVAILABILITY, OR
INTERRUPTIONS THEREIN. ICE MAKES NO WAR-
RANTY, EXPRESS OR IMPLIED, AS TO RESULTS TO BE
OBTAINED BY LICENSEE, HOLDERS OF THE FUND
OR ANY OTHER PERSON OR ENTITY FROM THE USE
OF THE INDEX OR ANY DATA INCLUDED THEREIN.
ICE AND ITS THIRD PARTY SUPPLIERS MAKE NO
EXPRESS OR IMPLIED WARRANTIES, AND EXPRESSLY
DISCLAIMS ALL WARRANTIES OF MERCHANTABIL-
ITY OR FITNESS FOR A PARTICULAR PURPOSE OR
USE, WITH RESPECT TO THE INDEX OR ANY DATA
INCLUDED THEREIN. WITHOUT LIMITING ANY OF
THE FOREGOING, IN NO EVENT SHALL ICE AND ITS
THIRD PARTY SUPPLIERS HAVE ANY LIABILITY FOR
ANY SPECIAL, PUNITIVE, INDIRECT, INCIDENTAL,
CONSEQUENTIAL DAMAGES, OR LOST PROFITS,
EVEN IF NOTIFIED OF THE POSSIBILITY OF SUCH
DAMAGES.

BofAML® is a licensed registered trademark of Bank of
America Corporation in the United States and other coun-
tries.
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I. Premium/Discount Information

Information about the differences between the daily market
prices on secondary markets for shares of the Funds and
the Funds’ net asset values for various time periods, as
applicable, is available by visiting the Funds’ website at
www.flexshares.com.

II. Total Return Information

Additional information about the total return of each Fund
and its Underlying Index for various time periods, as appli-
cable, is available by visiting the Funds’ website at
www.flexshares.com.
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Annual/Semi-Annual Reports and Statement
of Additional Information (“SAI”)

Additional information about the Funds’ investments is
available in the Trust’s annual and semi-annual reports to
shareholders. In the Trust’s annual report, you will find a
discussion of market conditions and investment strategies
that significantly affected the Funds’ performance during
its last fiscal year.

Additional information about the Funds and their policies
also is available in the Funds’ SAI. The SAI is incorporated
by reference into this Prospectus (and is legally considered
part of this Prospectus).

The Trust’s annual and semiannual reports and the SAI are
available free on the Trust’s website at www.flexshares.com,
and upon request by calling the Funds at 1-855-FLEXETF
(1-855-353-9383) or by sending an email request
to: info@flexshares.com. The SAI and other information
are available from a financial intermediary (such as a
broker-dealer or bank) through which the Funds’ shares
may be purchased or sold.

TO OBTAIN OTHER INFORMATION AND FOR
SHAREHOLDER INQUIRIES:

By Telephone

Call 1-855-FLEXETF (1-855-353-9383)

By Mail

FlexShares® ETFs
c/o Foreside Fund Services, LLC
Three Canal Plaza, Suite 100
Portland, ME 04101

On the Internet

The Funds’ documents are available online and may be
downloaded from:

• The SEC’s website at www.sec.gov (text-only)

• FlexShares® Trust’s website at www.flexshares.com

Other information about the Funds is available on the
EDGAR Database on the SEC’s internet site at
http://www.sec.gov. You may also obtain copies of this
information, after paying a duplicating fee, by electronic
request at the following e-mail address: publicinfo@sec.gov.

811-22555

For More Information
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