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Q: Value investing is a famous and widely-used investment strategy. However, over the past decade,
the Russell 1000 Value Index has underperformed the Russell 1000 Growth Index by -42% (as of
6/22/2021).* Why do you believe this is happening?

Established in the 1930s, Ben Graham’s framework of buying stocks below intrinsic value is both timeless
and sensible. The problem is that his metrics for intrinsic value need to be updated as the economy has
transitioned from industrial to information-based. Intrinsic value is no longer just tangible value. Today’s
dominant firms, such as Google and Amazon, mainly derive their value from intangible assets, such as
intellectual property, brand equity, human capital, and network effects.

We believe that the long and vicious drawdown of the value factor stems from its failure to incorporate
intangible assets. In fact, our research shows that expanding the definition of intrinsic value to include
measures of intangible value would have remedied value’s decay over the past decade, allowing it to
continue to outperform in line with a century’s worth of history.

Q: We understand that you use machine learning to quantify the value of intangible assets. Why do you
believe this necessary?

We like to call intangible assets the “dark matter of finance,” as they hold the financial universe together
but cannot be observed with the naked eye. The main challenge is that standard financial statements
largely ignore intangible assets due to conservative and rigid accounting principles. Investors hoping to
quantify intangibles need to be creative in identifying potentially useful non-accounting data sources,
such as patent abstracts and job profiles.

Moreover, these alternative datasets generally consist mainly of large, unstructured textual data, which
are less amenable to traditional statistical analysis. We find that machine learning is much more effective
at processing this data. In particular, we use a form of machine learning called “natural language
processing” (NLP) that is specifically designed to deal with unstructured text.
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Q: How is the Sparkline Intangible Value ETF (NYSE Arca: ITAN) (“ITAN”) similar or different to traditional
value and growth funds?

Traditional value investors tend to avoid companies rich in intangible assets. Since intangibles power the
modern economy, this biases value investors to buy firms with limited growth prospects and narrow moats.
Growth investors suffer from the opposite problem, buying high-flying firms with little regard to price. As we
saw in the dot-com bubble, investing without a margin of safety can lead to large losses in a correction.

While so-called “style boxes” attempt to categorize managers as either value or growth, we believe this is a
false choice. Warren Buffett has argued that “value and growth are joined at the hip.” In other words,
intrinsic value should take into account companies’ growth prospects. Similarly, ITAN attempts to integrate
these two philosophies into a single framework that incorporates the intangible drivers of growth while still
keeping an eye on valuation.

Q: What do you believe is the future of value investing?

Warren Buffett was one of the first prominent value managers to recognize the investment implications of
the “asset-light economy.” While originally a student of Graham’s, he gradually evolved his investing
blueprint to incorporate intangible moats (e.g., Coca-Cola and Apple). We have begun to see many other
famous value investors embrace the notion that value needs to be adapted for the rise of the intangible
economy. We believe this modern interpretation of value principles will ultimately bear fruit, providing an
anchor of value in a world increasingly rife with speculation.

Q: How can we learn more about ITAN?

Please visit etf.sparklinecapital.com/itan or email us at info@sparklinecapital.com

Note from NYSE Arca

NYSE Arca presents this Issuer Spotlight Q&A for illustrative, informational and/or educational purposes only and makes no recommendation as to possible
benefits from any securities, investments, or trading strategies. Investors should undertake their own due diligence regarding their securities and investment
practices. No representation or warranty is made regarding any of the content provided herein.

Note from ITAN
Investors should carefully consider the fund’s investment objectives, risks, charges and expenses before
investing. This and other important information is contained in the prospectus, which may be obtained by
visiting etf.sparklinecapital.com/itan. Please read the prospectus carefully before investing.

Investments involve risk and principal loss is possible. There can be no assurance that the fund will achieve its investment objective. The fund invests in equity
securities, which may fall in value in adverse economic and market conditions. The fund expects to have exposure to the information technology,
communications, healthcare, and consumer discretionary sectors, which face unique competitive, technological, demand, and regulatory risks. The fund may
invest in mid- and small-cap companies, which may have limited liquidity and greater volatility. The fund is actively managed and its success will depend on

the skills of the advisor and subadvisor, which has a limited operating history. The fund utilizes quantitative methods, machine learning and alternative data,

which are subject to data quality, model, algorithm, regulatory, and technological risks. The fund employs a value investing strategy, which may fail if stocks

do not reach the subadvisor’s assessment of fair value. Please see the prospectus for more details of these and other risks.

Unlike mutual funds, ETFs may trade at a premium or discount to their net asset value. ETF shares may only be redeemed at NAV by authorized participants in
large creation units. There can be no guarantee that an active trading market for shares will exist. The trading of shares may incur brokerage commissions.

This material has been distributed for informational purposes only and should not be considered as investment advice or a recommendation of any particular
security, strategy or investment product. We make no representation or warranty as to the accuracy or completeness of the information contained in this
report, including third-party data sources. The views expressed are as of the publication date and subject to change at any time. No part of this material may
be reproduced in any form, or referred to in any other publication without express written permission.

The fund is distributed by Foreside Fund Services LLC. The fund’s investment advisor is Empowered Funds, LLC, which is doing business as Alpha Architect.
The fund’s investment subadvisor is Sparkline Capital LP.

The fund may or may not have positions in the securities mentioned. For an updated list of fund holdings, please visit etf.sparklinecapital.com/itan.

* The Russell 1000 Index consists of the approximately top 1000 U.S. stocks by market cap. The Russell 1000 Value (Growth) Index includes those Russell 1000
companies with lower (higher) price-to-book ratios and expected and historical growth rates.
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