U.S. Stocks Hit It Hard in Q3
Quick Overview:

e Deciding to Grip it and Rip it, U.S. stocks, as represented by S&P 500 Index, pulled the driver out in Q3,
returning 8.93%.

e Much like most of the year, Large beat Small and Growth Beat Value, as the growth tilt faired even better
in smaller capitalization territory.

e  For the year, small cap stocks, represented by Russell 2000 Index, have caught a case of the shanks, trailing
its larger cap brethren by 14.26%, returning -8.69%.

e  Within small, companies who lost more money than John Daly on a two-day blackjack bender outperformed
both in Q3 and year-to-date.

e |n a quarter, and frankly year-to-date, that saw a slew of lower quality factors outperform, creating a
difficult playing environment for the strategy, OSCV still came out on top on Championship Sunday, a.k.a.,
Q3 and year-to-date, outperforming its benchmark, the Russell 2000 Value, by 3.32% and 8.31%,
respectively. Shot (stock) selection continues to drive OSCV’s outperformance on all periods — Q3 2020, YTD
2020, 1-year, and since inception outperformance.

e The market took a page out of John Daly’s singing career, as it Only Knows One Way Up, the title name of
his only musical album, with U.S. stocks looking to get back into bull market form.

e  We'll keep swinging here, as we believe that we created a concoction for success within the small cap space,
even though it may or may not include an Arnold Palmer and vodka.

Market Review:

With what we viewed as virtually unlimited monetary policy and unprecedented stimulus, which is expected to
significantly benefit the regular American consumer, we decided to take a look back at golf’s “working man”; John
Daly. Daly, an iconic golf figure from the 1990s, was someone you’d actually pay money to see golf, to the point
where he probably would have sold out the Dallas Open before Happy Gilmore. Known for his caveman mullet, his
mid-round chain smoking, and his non-country club attitude, John revolutionized golf’s driving game. With the wind
in his face and a situation that would call for playing it safe, Daly would routinely pull out his driver, and say, “I'm
young at heart, and | hit it hard.”

In our view, this is exactly what U.S. stocks did in Q3. They hit it hard, returning 8.93% in a year that has seen
increased volatility and its first recession in 10 years. We believe preparing for the worst, expecting a potential
double-dip in the market, managers played it safe with a 7-iron, being overweight defensives, with many managers
hitting their ball into the water more times than Roy “Tin Cup” McAvoy.

From our perspective, active managers, who tend to skew towards higher-quality companies, have had a difficult
time outperforming their benchmarks this year as the market favored low-quality stocks. The rally in low-quality
stocks, has been somewhat surprising to us, as these types of stocks have historically underperformed when the
market experiences heightened volatility. We believe this rally from the bottom (since 3/18/2020), has been led by
companies that do not earn money, have the highest quintile in valuations and beta, and do not pay a dividend. With
higher quality being out of favor, money has been flowing into passive vehicles faster than it would take Daly to burn
through $55M at a blackjack table. We believe this bias cannot last forever, as effects of quantitative easing, which
there has been a record amount, can only bank roll so many casino visits, potentially crippling many of the 40% of
companies within the Russell 2000 Index that do not have positive earnings.

This quarter, U.S. small cap (and large cap) stocks rallied on the heels of a Fed backstop of financial assets and a large
influx of fiscal stimulus from Congress. Given this sizeable amount of capital being distributed to consumers, our
earnings expectations are now expecting to fully recover back to 2019 earnings-per-share levels in 2021 — coined as
a “v-shaped” recovery from investors. With this, we’ve seen GDP expectation rise, as we believed that estimates
were very low coming off of the market bottom in March. Historically, better-than-expected GDP revisions tend to



benefit U.S. small cap stocks, especially value-oriented stocks. Though, neither of these things happened as large
beat small and growth beat value. The Russell 2000 finished the quarter up 4.93%, led by Discretionary, Industrials,
and Materials, but trailing its larger brethren, U.S. Large, by 4.00%. Like larger market cap peers, Small Value has
caught a case of the shanks, underperforming Small Growth in Q3 by 4.60% and a staggering 25.42% year-to-date.
To put this outperformance into perspective, investors are now back to March 2000’s performance gap between
Small Growth and Small Value.

Unlike John Daly’s obscure singing career, it is well known that investors have seen the fastest run-up in the history
of stock prices in such a short time period. Since the market bottom on March 23rd, the market “Only Knows One
Way”, which is up, and ironically the title of Daly’s most recent album. In this high-priced and potentially volatile
market, we believe active managers know that this low-quality rally cannot last forever. We believe high-quality
stocks are highly undervalued and are poised to lead the market going forward, which tends to bode well for stock
pickers, like OSCV.

Portfolio Review:

In a quarter that saw a large run-up in asset values, OSCV came out on top on Championship Sunday, a.k.a., Q3 2020,
outperforming its benchmark, the Russell 2000 Value (R2KV), by 3.32%. For the year, OSCV continues to lead the
points standings, besting the R2KV by 8.31%. Stock selection continues to drive OSCV’s outperformance over longer
time intervals.

Over the past few years, momentum has become a larger influence in our investment process — obviously coupled
with our cornerstone “D + G Framework”. We have learned, especially within small caps, based on our standards,
that we need to let what we view as our winners run, while cutting what we categorize as our losers early — creating
an asymmetry to the upside. During the quarter, we added a little bit of risk to the portfolio, adding some of those
names that have been hit the hardest during the COVID19-induced recession. These names started to gain
momentum off the March 2020 bottom, and we added accordingly. Understanding that we did not want to
substantially increase the “risk-on” nature of some of our current portfolio holdings, we paired these purchases with
what we believe are some very high-quality stocks. Historically, what we classify as, letting our winners run has
added value, and that was the case for this quarter.

During Q3 2020, we added Allegiant Travel Company (ALGT), Boyd
Gaming Corporation (BYD), and M.D.C. Holdings, Inc. (MDC) as a
play on a faster-than-our-expectations of an economic recovery, Security Description
while purchasing what we view to be high-quality names like
Entegris, Inc. (ENTG) and UFP Industries (UFPI) at higher weights, Lol Corp
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The majority of our outperformance in Q3 2020 was from stock :
selection, specifically Financials and Technology. Though, we did
find ourselves in a few of the Old Course’s pot bunkers, as poor
selection in Energy and Durables detracted from performance.
Luckily, when we did hit into the sand, we did not find ourselves buried to a point that we had to take an

unplayable, i.e., sell the stock due to negative momentum.

For the year, both stock selection and sector allocation have added to performance, as our largest underweight in
the portfolio, Energy and Financials Services, i.e., Banks, contributed to almost 500 bps of relative outperformance.
Energy and Financial Services have returned -51.84% and -32.04%, respectively year-to-date. Our near zero
weighting in Energy, was significantly additive, even though we didn’t own the near-bankrupt energy companies that
ran during the quarter.



Health Care, led by biotech, is the only sector within U.S. Small to have a positive return during 2020. Surprisingly,
unlike U.S. Large, Technology was only the fourth best performing sector in this asset class, behind Health Care,
Staples, and Discretionary. OSCV is overweight Health Care and Technology, and slightly underweight Discretionary
and Staples.

Given our strong stock selection both in Q3 2020 and YTD, we were able to find the fairway a number of times, unlike
Bryson DeChambeau, who won the 2020 U.S. Open, only hitting 20% of the course’s fairways. Recent additions like
M.D.C. Holdings, Inc. and Aaron’s, Inc. (AAN) were up over 30% in the quarter, boosting relative performance.
Furthermore, some of our long-term and higher-weighted holdings like Pool Corp. (POOL), Watsco, Inc. (WSO), and
Ensign Group, Inc. (ENSG) were also clear leaders going into the clubhouse.

Even though we had more “greens-in-regulation”, we also had some accidental shanks, i.e., stocks that
underperformed, that negatively contributed to performance. Some of the accidental fades were: Hil-Rom Holdings,
Inc. (HRC), Brigham Minerals, Inc. (MNRL), NIC, Inc. (EGOV), and a slew of regional banks.

Fuzzy Zoeller, 2-time major champion, once bet that John Daly would not live past the age of 50, liking his odds so
much, he bet $150,000 on it, ultimately losing. Value investors have also been on the losing side of a bet - the
duration of the market favoring growth stocks. Understanding that this rally cannot last forever, we believe that
there can be a shift to value-oriented stocks, as we currently have the largest performance spread disparity between
Small Value and Small Growth since March 2000 and never-before-seen market valuation disparities between the
two asset classes. We also continue to believe that there will always be a place for active management in the small
cap space, especially those tilted towards Value and dividend-payers. With valuations near all-time highs, increasing
volatility, and pockets of irrationality reminiscent of the late 1990s, we believe that active management and superior
stock picking abilities will add value going forward.

Even though we have been substantially outperforming across all time periods, we’ll keep swinging in the U.S.
Small cap space, as we believe that high-quality stocks, one of our many bailiwicks at Aptus, are highly
undervalued and ready to lead the market going forward. We continue to be what we view as pragmatic, refining
our investment approach, creating what we believe to be the perfect investment concoction, dare | say an Arnold
Palmer with vodka, between risk and reward in the U.S. small cap space.

Q3 2020 YTD 2020 1-Year Since Inception
Opus Small Cap Value ETF (Market) 588% -13.23% 5.49% -1.47%
Opus Small Cap Value ETF (NAV) 560% -13.34% 8.72% -1.62%
Russell 2000 Value 2 56% -21.54% -14 88% -10.60%
Russell 2000 4.93% -8.69% 0.39% -3.75%

Disclosure: Performance as of 9/30/2020

Performance quoted represents past performance, which is no guarantee of future results. Investment return and
principal value will fluctuate, so you may have a gain or loss when shares are sold. Current performance may be
higher or lower than that quoted. To obtain performance through the most recent Month End, visit
www.opusetfs.com. Performance figures over one year are annualized.




Disclosures:

Before investing, you should carefully consider the investment objectives, risks, charges, and expenses of the
Funds. The prospectus and summary prospectus contain this and other information about the Funds. You can
obtain performance information and a current prospectus and summary prospectus by visiting opusetfs.com.
Please read the prospectus or summary prospectus carefully before investing or sending money.

Past performance is not indicative of future results. This material is not financial advice or an offer to sell any product.
The information contained herein should not be considered a recommendation to purchase or sell any particular
security. Forward looking statements cannot be guaranteed.

This newsletter offers generalized research, not personalized investment advice. It is for informational purposes only
and does not constitute a complete description of our investment services or performance. This document may
contain certain information that constitutes “forward-looking statements” which can be identified by the use of
forward-looking terminology such as “may,” “expect,” “will,” “hope,” “forecast,” “intend,” “target,” “believe,”
and/or comparable terminology. No assurance, representation, or warranty is made by any person that any of
Aptus’s assumptions, expectations, objectives, and/or goals will be achieved. Nothing contained in this document
may be relied upon as a guarantee, promise, assurance, or representation as to the future. Nothing on this
newsletter should be interpreted to state or imply that past results are an indication of future investment returns.
All investments involve risk and unless otherwise stated, are not guaranteed. This is not a recommendation to buy
or sell a particular security. The holdings identified above do not represent all of the securities purchased, sold, or
recommended for the adviser’s clients. It should not be assumed that any of the holdings listed have been or will be
profitable, or that investment recommendations or decisions we make in the future will be profitable. Be sure to
consult with an investment & tax professional before implementing any investment strategy. Information specific to
the underlying securities making up the portfolios can be found in the Funds’ prospectuses. Please carefully read the
prospectus before making an investment decision.
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The Russell 2000® Index measures the performance of the small-cap segment of the US equity universe. The Russell
2000® Index is a subset of the Russell 3000® Index representing approximately 10% of the total market capitalization
of that index. It includes approximately 2,000 of the smallest securities based on a combination of their market cap
and current index membership. The Russell 2000° is constructed to provide a comprehensive and unbiased small-
cap barometer and is completely reconstituted annually to ensure larger stocks do not distort the performance and
characteristics of the true small-cap opportunity set.

The Russell 2000°® Value Index measures the performance of small-cap value segment of the US equity universe. It
includes those Russell 2000® companies with lower price-to-book ratios and lower forecasted growth values. The
Russell 2000°® Value Index is constructed to provide a comprehensive and unbiased barometer for the small-cap
value segment. The index is completely reconstituted annually to ensure larger stocks do distort the performance
and characteristics of the true small-cap opportunity set and that the represented companies continue to reflect
value characteristics

Investing involves risk. Principal loss is possible. Investing in ETFs is subject to additional risks that do not apply to
conventional mutual funds, including the risks that the market price of the shares may trade at a discount to its net
asset value (NAV), an active secondary market may not develop or be maintained, or trading may be halted by the
exchange in which they trade, which may impact a fund’s ability to sell its shares. Shares of any ETF are bought and
sold at Market Price (not NAV) and are not individually redeemed from the fund. Brokerage commissions will reduce
returns. Market returns are based on the midpoint of the bid/ask spread at 4:00pm Eastern Time (when NAV is
normally determined for most ETFs), and do not represent the returns you would receive if you traded shares at



other times. Diversification is not a guarantee of performance and may not protect against loss of investment
principal.

Aptus Capital Advisors, LLC is a Registered Investment Advisor (RIA) registered with the Securities and Exchange
Commission and is headquartered in Fairhope, Alabama. Registration does not imply a certain level of skill or
training. For more information about our firm, or to receive a copy of our disclosure Form ADV and Privacy Policy
call (251) 517-7198. The Funds are distributed by Quasar Distributors LLC, which is not affiliated with Aptus Capital
Advisors, LLC. The information provided is not intended for trading purposes and should not be considered
investment advice. ACA-2010-8.



