ABCS ETF Review: The Strategy Behind Alpha Blue Capital US Small-
Mid Cap Dynamic ETF

by Nomadic Samuel

ALPHA BLUE

Equity stretegy

Most investors are mesmerized by large cap equity strategies with familiar and
famous companies making up the bulk of the indexes.

However, it’s clear that hanging out in mid-cap and small-cap territory is
where you historically find better long-term returns.

With that in mind, I'm thrilled to welcome David Dabora of Alpha Blue Capital
to discuss his new US Small-Mid Cap strategy.
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It’s better known as Alpha Blue Capital US Small-Mid Cap ETF.
Ticker ABCS.

It’s unique approach targets VFQM (value, fundaments, quality and
momentum) equities in a manner that attempts to capture the best of value
and growth at reasonable price strategies.

Without further ado, let’s turn things over to David.
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Managing Partner | PM - Alpha Blue, LLC | Alpha Blue
Capital L.P. | Alpha Blue Capital Management LP
2010- Present

Senior Portfolio Manager - Boston Partners’
Small-Mid, Small, Small-Micro & Alpha Blue
Alternative Equity Strategies - 2002-2022

Founding Partner | PM - Boston Partners’ All Cap,
Small-Mid, Small, Small-Micro Strategies - 1995-2002
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David M. Dabora, CFA UCLA Anderson School of Management — MBA,
Fnundeg & Managing Finance 1992, Penn State University, BS 1986
artner
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Over 30+ years of successful investing experience. Founder, Managing Partner
& Portfolio Manager of Alpha Blue, LLC | Alpha Blue Capital L.P. | Alpha Blue
Capital Management LP providing Fundamental Research & Value-Focused
Investment Management since inception in 2010. Located in the San
Francisco Bay Area City of Greenbrae in Marin County, California. Portfolio
Manager & Architect of the ABCS-Alpha Blue Capital US Small-Mid Cap



Dynamic ETF Strategy and the Alpha Blue Alternative Equity Hedge Fund
Strategy.

Reviewing The Strategy Behind ABCS ETF (Alpha Blue Capital US Small-
Mid Cap Dynamic) with its creator David Dabora

Hey guys! Here is the part where I mention I'm a travel content
creator! This “The Strategy Behind The Fund” interview is
entirely for entertainment purposes only. There could be
considerable errors in the data I gathered. This is not financial
advice. Do your own due diligence and research. Consult with a
Jinancial advisor.
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+ Philosophy | Process | Stralegy

* Fundamental Research | Analysis

» “4-| evals” Stock Selection V. FQ.M

» 50-150+ Small-Mid Stocks

+ Dynamic Strategic | Tactical:
Value Cantered | Style | Size

+ Sponsor | Sub-Adviser of ABCS

ABCS

#1 alpha architect Vanguard

« Small Cap & Mid Cap ETFS

* CRSP Index ETFs

« Small Cap ETFs: VB, VBR, VBK
« Mid Cap ETFs: VO, VOE, VOT

+ JP Morgan {A+ rating): Custodian
+ \anguard ETFs: 0-75% of ABCS

+ Quantitative Consulting (V,F.Q,M)
« Screening & Portfolio Analysis
» EA Serias Trust: ETF Platform
+ Empowerad Funds, LLC; Adviser
= US Bank (AA- rating): Custodian
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What's The Strategy Of ABCS ETF?

For those who aren’t necessarily familiar with a “US Small to Mid-Cap
dynamic strategy with targeted annualized alpha & investment performance
of 1%-3% in excess of the Bloomberg US 25002” style of asset allocation, let’s
first define what it is and then explain this strategy in practice by giving
some clear examples.

ABCS is a pioneering Active Dynamic Small-Mid Cap ETF that integrates a
repeatable fundamental bottom-up security selection investment process
practiced for 30+ years with the flexibility of investing in Vanguard Small &
Mid Cap Passive CRSP Equity Index ETFs all in one ETF. The portfolio of
individual stocks have attractive Value, sound Fundamentals, Quality &
positive business Momentum (V,F,Q,M). The strategy focuses on the less
efficient, bottom 30% of stocks by market weight of the US stock market. At
launch there were 100 stocks and 4 Vanguard Small & Mid Cap ETFs
representing approximately 65% and 35% of the holdings, respectively.

The strategy begins with its Investment Philosophy:

1. Value Investing spanning to growth & quality at a reasonable price.
2. Fundamental Bottom-up security selection.

3. Prudent and Consistent equity risk taking.

4. Disciplined Risk Management & Broad Diversification.

Investment Philosophy

Value Equity Investing Spanning to Growth & Quality at a Reasonable Price

Fundamental Bottom-up Security Selection

Consistent & Prudent Equity Risk Taking

Disciplined Risk Management & Diversification



Unique Features Of Alpha Blue Capital US Small-Mid Cap Dynamic ABCS
ETF

Let’s go over all the unique features your fund offers so investors can better
understand it. What key exposure does it offer? Is it static or dynamic in
nature? Active or passive? Is it leveraged or not? Is it a rules-based strategy
or does it involve some discretionary inputs? How about its fee structure?

The ABCS ETF has broad exposure to the bottom 30% of the US market by
market weight with individual stocks greater than $500 million to up to the
largest market cap in the Vanguard Mid Cap CRSP Index ETF of
approximately $55 billion. The ETF is very much Dynamic and definitely
active but allows for investing in the 6 Vanguard Small & Mid Cap Passive
ETFs: Mid Blend (VO), Mid Value (VOE), Mid Growth (VOT), Small Blend
(VB), Small Value (VBR), Small Growth (VBK).

The ETF does not use any leverage and is not rules based. The strategy utilizes
a proven Investment process dependent on a fundamental / analytical edge
and judgment.

The Fee structure is as follows: 40 bps! plus the 2bps for fees related to the
current Vanguard ETFs for a total of 42 bps. There is a fee waiver through
12/31/24 bringing down the expense ratio to 27 bps.

“4-Levels” of Bottom-up Stock Selection

1. Value-Focused | Growth

2. Fundamentals | Quality

3. Momentum | Catalysts

4. Target Price | Risk | Conviction
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What Sets ABCS ETF Apart From Other Funds?

How does your fund set itself apart from other “equity factor and/or equity
optimization” funds being offered in what is already a crowded
marketplace? What makes it unique?

Having the flexibility to invest in the Vanguard Small & Mid Cap CRSP Index
ETFs definitely makes it unique. In addition, the ability to dynamically tilt the
portfolio to the best opportunities in both size and style with the individual
stocks and ETFs in the Small-Mid Cap space and the goal of achieving 1%-3%
Alpha over the Bloomberg US 2500 Index.




What Else Was Considered For ABCS ETF?

What’s something that you carefully considered adding to your fund that
ultimately didn’t make it past the chopping board? What made you decide
not to include it?

The ABCS ETF is a comprehensive strategy that allows for flexibility to
manage it effectively and has a very good probability of achieving its
investment objectives. There was nothing more to possibly add to the strategy.
It is inclusive of the whole design.

Alpha Blue Capital US Small-Mid Cap
Dynamic ETF (Nasdaq Ticker: ABCS)

Dynamic - Active Individual Stocks 25%-100% / Passive ETF Allocation: 0%-75%

Individual Small & Mid Cap Value to Growth & Quality at a Reasonable Price Stocks /
Strategic/Tactical use of Small & Mid Cap CRSP Index ETFs sponsored by Vanguard.

Market Cap Range: $500 Million to = largest Cap in CRSP Mid Cap Index.

Benchmark: Bloomberg US 2500 (Small-Mid) Index, Active Share Base Case: 50%-80%+

Annualized Alpha2?& Targeted Investment Performance: 1.0%-3.0%+ in excess of the
Benchmark’s return over a full market cycle with lower standard deviation® of return.
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When Will ABCS ETF Perform At Its Best/Worst?

Let’s explore when your fund/strategy has performed at its best and worst
historically or theoretically in backtests. What types of market conditions or
other scenarios are most favourable for this particular strategy? On the
other hand, when can investors expect this strategy to potentially struggle?

The ABCS ETF strategy is new and there were no specific back tests. The
process has been practiced for over 30 years and other similar active stock
selection strategies have performed well and outperformed the benchmarks.
Additionally, The Vanguard Small & Mid Cap CRSP Index ETFs have
performed well in the past and are considered by many to be best in class.

The strategy will generally be Value-focused and centered so when the market
is driven more by Value stocks, it is anticipated to outperform. Conversely, in
speculative or low quality driven markets, it is possible the ETF may
underperform. Generally, in down or negative return markets, the ETF could
outperform but also be down too.

Investment Process

Investment Universe Screening on Value, Fundamentals, Quality and Momentum

K

| Fundamental Analysis & Investment Research

©

l Define Target Price & Sell Discipline

K

I Stock Position Sizing & Portfolio Construction

K

Portfolio Monitoring & Management for Favorable Total Portfolio Characteristics

K

I Ongoing Disciplined Risk Management
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Why Should Investors Consider Alpha Blue Capital US Small-Mid Cap
Dynamic ABCS ETF?

If we’re assuming that an industry standard portfolio for most investors is
one aligned towards low cost beta exposure to global equities and bonds,
why should investors consider your fund/strategy?

I would suggest that the ABCS ETF does have a low cost, that can invest in

even lower cost Vanguard Small & Mid Cap Passive ETFs with the goal and
ability to add Alpha.

ABCs has the potential to rovide the best f both worlds of Active and Passive
Investing in the less efficient, bottom 30% of the US market by market cap

with the potential or opportunity to outperform the larger Cap broad US
market returns.



How Does ABCS ETF Fit Into A Portfolio At Large?

Let’s examine how your fund/strategy integrates into a portfolio at large. Is
it meant to be a total portfolio solution, core holding or satellite diversifier?
What are some best case usage scenarios ranging from high to low
conviction allocations?

ABCS ETF wouldn’t be considered a total portfolio solution but could be a core
holding or satellite diversifier. Based on its market cap range and broad
diversification, it could be as much as a 30-50% of a US Public Equity
allocation.

Some other Investment applications of the ABCS ETF:

1. Stand Alone basis for Active/Passive Small-Mid Cap exposure.

2. Part of a US Small-Mid Cap Multi Manager mandate (active and/or
passive).

3. Passive Equity Investors in the S&P 500 and/or Total US Market.
4. Private Equity and/or Private Business Owners.

5. Part of a Global Equity Mandate.



The Cons of ABCS ETF

What'’s the biggest point of constructive criticism you've received about your
fund since it has launched?

I wouldn’t call it criticism but many I have shared the strategy with are curious
about the ultimate reaction of potential investors of the Dynamic Active
strategy that integrates Vanguard Small & Mid Cap Passive CRSP Equity Index
ETFs.

The Pros of ABCS ETF
On the other hand, what have others praised about your fund?

The comprehensive nature of the Strategy and a great opportunity for
outperformance of the benchmark and larger cap passive and active strategies.
And the pioneering implementation of investing in passive ETFs in an active
strategy.

Learn More About ABCS ETF

We'll finish things off with an open-ended question. Is there anything that we
haven’t covered yet that you’d like to mention about your fund/strategy? If
not, what are some other current projects that you’re working on that
investors can follow in the coming weeks/months?

I would add that I have over 30+ year track record with very successful
investment performance and I am very excited about the strategy and
optimistic that investors will ultimately embrace it. I am funding the initial
Capital in ABCS and am committed to a $1-$5+ million investment in the
ETF.

www.alphabluecapitalabcs.com

www.alphabluellc.com



http://www.alphabluecapitalabcs.com/
http://www.alphabluellc.com/

Nomadic Samuel Final Thoughts

I want to personally thank David for taking the time to participate in the “The
Strategy Behind The Fund” series by contributing thoughtful answers to
all of the questions!

If you’ve read this article and would like to have your fund
featured, feel free to reach out to nomadicsamuel at gmail dot com.

That’s all I've got!

Ciao for now!

ALPHA BLUE

Equity stretegy



Definitions:

1. Basis Points (bps): A unit of measure used in quoting yields, changes in
yields or differences between yields. One basis point is equal to 0.01%, or one
one-hundredth of a percent of yield and 100 basis points equals 1%.

2. Bloomberg US 2500 Index: It is a float market-cap-weighted benchmark of
the lower 2500 in capitalization of the Bloomberg US 3000 Index (B3000)
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