MANAGER RESEARCH | SEPTEMBER 2026

M

The State of US ETFs 2026

A look at a market that keeps reinventing
Itself.

Ene)

MAORNINGGTAR

U




STATE OF US ETFs 2026

Table of Contents Manager Research
Big Trends 5 Zachary Evens
Analyst, Passive Strategies
Moving On From Mutual Funds 1
Daniel Sotiroff, CFA
ETF 2.0: Branching Out From Passive 16 Associate Director, Passive Strategies
ETF 3.0: The Next Generation 22

Important Disclosure

The conduct of Morningstar's analysts is governed by Code of Ethics/Code of
Conduct Policy, Personal Security Trading Policy (or an equivalent of), and
Investment Research Policy. For information regarding conflicts of interest, please
visit: http://global.morningstar.com/equitydisclosures



http://global.morningstar.com/equitydisclosures

EXECUTIVE SUMMARY Morningstar Manager Research | 3

Where ETFs Stand in 2026

The first exchange-traded fund made its debut in 1993. Known by its ticker SPY, State Street SPDR S&P 500 ETF Trust offered investors something tried-
and-true in an attractive new package. It is an S&P 500 index fund that can be traded on the stock exchange throughout the day, with low costs and better
tax efficiency than a traditional mutual fund.

More than 30 years later, the ETF market is quickly stealing share from the mutual fund market—largely a reflection of investor preferences for low-cost

index funds, which are tough to beat. And the industry is continuing to churn out new ETFs: More than 1,000 were launched in 2025 alone, with even
more coming in 2026.

The good news is that investors now have a wide range of low-cost, tax-efficient ways to gain exposure to all corners of the global market. The bad news
is that an increasing number of newer ETFs are taking on considerable risks to carve out a niche and compete. While State Street SPDR S&P 500 ETF
provides sensible, broad exposure to the US market, newer ETFs crank up risk in various ways. The latest ETFs offer leveraged exposure to just one
stock, promise unrealistically high income, and provide exposure to all sorts of cryptocurrencies, among others.

The strategies, assets, and risk exposures packaged in ETFs today have come a long way from their simple beginning in the early 1990s.

See Important Disclosures at the end of this report.
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Key Takeaways
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ETFs have grown from a niche investment vehicle into a USD 16 trillion market in 33 years.

State Street SPDR S&P 500 ETF Trust SPY was one of 5,401 ETFs available for sale in the United States at the end of June 2026.

ETFs have quickly gained ground on mutual funds as the latter have sustained outflows and the former have had accelerating inflows. Investors prefer ETFs for their
tax efficiency, low cost, transparency, and liquidity.

Passively managed, or index-based, ETFs remain by far the largest segment of the market, collecting 87.5% of total ETF assets.

Active ETFs broadly represent the second generation of exchange-traded funds. Dubbed “ETF 2.0,” these strategies went past traditional indexing to bring
discretionary active management to the ETF wrapper.

Rule 6¢-11 of the Investment Company Act, adopted in 2019, made it far easier for asset managers to manage active strategies as an ETF. Active ETF launches surged
after the rule change.

Despite active ETFs outnumbering passive ETFs, the largest 20 in the US are all index-based. ETFs that track the S&P 500 are the top three.

Asset managers can also enter the ETF market by converting their mutual funds into an ETF or tacking an ETF share class onto existing mutual funds. Neither offers
asset managers a sure-fire path to ETF success, though.

Most recently, ETF launches in once-niche categories like defined outcome and derivative income have surged. These derivative-based ETFs repackage risk and
headline the third generation of ETFs, dubbed here as “ETF 3.0.”

White space in traditional passive or active ETF strategies is virtually nonexistent. As a result, asset managers have begun offering ETFs that fill niche needs not
previously served in an ETF wrapper.

Increasingly, recent launches resemble gambling more than investing. Filings for soon-to-be-launched ETFs suggest that more are on the way.

Some of the more promising recent launches include ETF strategies designed to manage investors' tax liability in some way.

The slew of recent launches ensures that due diligence is more important than ever. For most investors, sticking with proven strategies is just fine.

See Important Disclosures at the end of this report.
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Big Trends

After more than three decades, modern ETFs look a lot different from their
original siblings.



BIG TRENDS Morningstar Manager Research | 6

From a Niche Wrapper to a USD 16 Trillion Market

Exchange-traded funds have grown from obscurity into ubiquity in 33 short years. Most of that growth has come in the past several years, though, with the number of ETFs, inflows, and
assets ballooning to new heights, with occasional bear markets only pausing the group's trajectory. There was USD 15.8 trillion parked in 5,401 US-domiciled ETFs at the end of June
2026. Side-stepping realized capital gains is a key advantage that helped the wrapper gain prominence. This, coupled with generally low fees and a key 2019 rule change, only
supercharged ETFs' growth.
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The Big One Turned Into the Big Three Turned Into the Big Two

State Street launched the first US ETF, State Street SPDR S&P 500 ETF Trust, in 1993. It slowly gained traction and helped State Street establish itself as a leading ETF provider for years
to come. Vanguard entered the market in 2001, and BlackRock entered when it acquired iShares in 2009. Both would eventually overtake State Street in a two-firm race to top the asset
leaderboard, though State Street remains a big player in the market.
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Source: Morningstar Direct. Data as of June 30, 2026. See Important Disclosures at the end of this report.
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Equity ETFs Started It All, but Other Asset Classes Claim Meaningful Share

State Street SPDR S&P 500 ETF Trust showed investors they could easily access the performance of the US stock market, and it showed asset managers the benefits and opportunities of
the new wrapper. Stocks suit the ETF wrapper well because they're easy to trade and ubiquitous—a company may have hundreds of bonds but just one stock. The earliest ETFs only
invested in stocks, and the first bond ETF didn't come along until 2002. Today, investors can choose from ETFs covering stocks, bonds, commaodities, options, futures, or any combination
of these. But stock ETFs remain firmly on top in terms of popularity.

Total ETF Assets by Category Group
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Source: Morningstar Direct. Data as of June 30, 2026. See Important Disclosures at the end of this report.
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Index ETFs Still Dominate, but Active ETFs Are Gaining

ETFs started as passive investments and successfully gained market share from entrenched active mutual funds because of strong performance by stock indexes, low fees, and the
ETF's tax advantage. Index ETFs have become a large part of many investors’ portfolios, and that is not changing. However, the development of new ETFs has changed. Active managers
have entered the market, and investors are beginning to meaningfully allocate to these ETFs despite their relatively higher fees. Actively managed ETFs accounted for 12.5% of all ETF

assets at the end of June 2026.

Asset Share of Active and Passive ETFs
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Source: Morningstar Direct. Data as of June 30, 2026. See Important Disclosures at the end of this report.
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Scale Still Concentrates in Very Few ETFs

Morningstar Manager Research | 10

None of the 20 largest ETFs in the US are actively managed, while passively managed ETFs tracking the S&P 500 remain the largest by far, with two quickly approaching USD 1 trillion in
assets under management. These three ETFs from iShares (IVV), State Street (SPY), and Vanguard (VOO) account for 17% of all money invested in US ETFs, with the 20 largest ETFs
making up 39%. The remaining 5,381 ETFs had USD 9.61 trillion spread across them, or 61% of the total ETF market. This is substantial, but it's clear the ETF market is extremely top-

heavy and skews toward those that are passively managed.

Largest 20 ETFs (USD Billions) Race to USD 1 Trillion
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Moving On From Mutual Funds

Tax efficiency, low cost, and transparency brought mutual fund investors over to
ETFs in droves. Fund providers have raced to meet this demand.



MOVING ON FROM MUTUAL FUNDS

Investors Demand ETFs, Firms Are Supplying

The ETF story cannot be written without discussing mutual funds. Mutual funds have been around since 1924 and
are a perfectly fine investment in many cases. When they debuted, the concept of pooling your money with others
for it to collectively increase in the market was novel. But several aspects of mutual funds have become outdated as
time has passed. One is capital gains management. When one investor sells mutual fund shares, other investors in
the fund may get hit with a capital gains distribution, even if all other investors stay put. A redemption may cause a
mutual fund manager to sell shares to pay the investor who's cashing out. That can trigger a capital gain for the
remaining investors if the sold shares have appreciated, and that capital gain is subject to capital gains taxes.
Mutual funds don't bear the tax burden; the gains are passed along to the remaining investors who must pay

the taxes themselves. There are ways to proactively mitigate realizing capital gains from redemptions. But overall,
capital gains distributions are relatively common across mutual funds.

ETFs have a key advantage in this respect. They can more easily take advantage of tax-free in-kind transactions
than mutual funds, which allows them to defer most, if not all, capital gains distributions.

Low cost was another big contributor to the success of ETFs. On average, they are 45 basis points cheaper than
mutual funds. Not only is the annual expense ratio—the fee investors pay to own a fund—cheaper for ETFs, but
ETFs have rarely levied 12b-1 fees, which are the fees that pay for sales and distribution costs.

These factors, among others, shifted the balance of power firmly in favor of ETFs, and the trends in net flows have
followed. ETFs continue to take in more and more money while investors leave mutual funds, which has caused
more mutual funds to close than open for 11 straight years.

Morningstar Manager Research | 12
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See Important Disclosures at the end of this report.
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MOVING ON FROM MUTUAL FUNDS

Mutual Funds Claim More Assets Than ETFs, for Now

Morningstar Manager Research | 13

Despite these trends, ETFs are still relatively young and cede ground to mutual funds when looking at total market share. That may be changing soon, though. Since State Street SPDR
S&P 500 ETF Trust's birth, both mutual funds and ETFs have seen net inflows, but mutual funds have been hemorrhaging money since 2019, while ETF inflows have gone stratospheric.
However, the ETF tax advantage is nullified in tax-deferred accounts like 401(k)s and other retirement accounts, which could keep trillions parked in mutual funds for decades to come.
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Clones, Conversions, and Share Classes

Three distinct paths have emerged over the past several years for mutual funds to enter
the ETF market. Investment managers can create a stand-alone "ETF clone," convert a
mutual fund to an ETF, or bolt on an ETF share class. Each route comes with trade-offs
depending on the underlying investment process and the distribution channels that can
access its existing share classes.

Creating a stand-alone ETF that's identical or nearly identical to an existing mutual
fund makes sense when the mutual fund is largely used by investors through a defined-
contribution retirement plan like a 401(k). Converting a mutual fund to an ETF isn't
feasible in these situations because retirement accounts often aren't set up to handle
the intraday trading of an ETF. Adding an ETF share class may be an option in some
cases. In others, it may conflict with preexisting distribution arrangements.

Converting a mutual fund to an ETF makes sense when the mutual fund isn't used by
investors in 401(k) accounts, or when a fund's investment process is aimed at tax-
sensitive investors and intentionally tries to mitigate taxable capital gains distributions.

Conversions started to take off in March 2021 when Guinness Atkinson converted its
Dividend Builder and Asia Pacific Dividend Builder funds into ETFs. Since then, another
208 mutual funds opted to convert to an ETF through June 30, 2026.

Morningstar Manager Research | 14

Conversions Persist

Number of Mutual Funds Converted to ETFs
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See Important Disclosures at the end of this report.
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Clones, Conversions, and Share Classes

The third path adds an ETF share class to an existing mutual fund. These make the most
sense for mutual funds that aren't locked up in pre-existing distribution arrangements
and there's reason to keep the mutual fund shares around.

The concept isn't new. Vanguard pioneered the idea when it added an ETF share class to
Vanguard Total Stock Market Index Fund in May 2001. It patented the novel structure
but was only allowed to use it on index-tracking funds. The patent expired in 2023,
which led to a couple years of discussions between the SEC and dozens of other asset
managers interested in the hybrid structure, though more specifically for active ETFs. As
of June 30, 2026, 106 investment managers had requested permission to use the novel
fund structure, while 95 had received approval.

Many investment managers can add an ETF share class to their mutual funds, but only
five had gone through with creating them as of the end of June. Creating and managing
them remains complicated and difficult.

Vanguard's index-tracking funds aside, F/m Investments became the first to create a
dual share class fund when it added mutual fund shares to its existing F/m US Treasury
3 Month Bill ETF in February. Dimensional subsequently became the first to append an
ETF share class to an existing mutual fund in March. Thornburg, Nuveen, and

Fidelity followed shortly after by adding ETF share classes to a few of their mutual
funds. All told, 10 dual-share class ETFs started trading in the first six months of 2026
with more planned for later in the year.

Morningstar Manager Research | 15

Initial Applications For ETF Share Classes
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ETF 2.0: Branching Out From Passive

Active ETFs now outnumber passive ETFs. One important rule change triggered
their rapid ascent.
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New ETFs Look Nothing Like the Originals

Morningstar Manager Research | 17

The moniker “ETF 2.0" denotes ETFs that stray from the wrapper’s roots as broad index-trackers. Such ETFs include those that still track indexes but target narrow segments of the
market or forgo market-cap weighting in favor of alternative means to beat the market rather than represent it. Other second-generation ETFs may be actively managed or invest in

securities other than stocks.
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See Important Disclosures at the end of this report.
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Assets Still Concentrate in Established Categories

“ETF1.0" is where ETFs started and encompasses most of the largest ETFs previously noted, but “ETF 2.0" helped the industry gain business footing thanks to higher profit margins and
growth potential. The core of investors' portfolios has not significantly changed in years, with broad-based index funds in established categories continuing to claim the greatest share
of ETF assets. Within these categories, though, asset managers and investors are increasingly looking toward actively managed strategies.

Asset Mix Across US Categories

2016 2026
ETF Net Assets (USD Billions) ETF Net Assets (USD Billions)

Large Blend 473 > Large Blend 4 686
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Intermediate Core Bond 8/ ” Diversified EM 483
Mid-Cap Blend 84 »  Mid-Cap Blend 449
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Small Blend 66 »  Small Blend 413
Mid-Cap Value 59 ﬁ <: Ultrashort Bond 380
Outside Top 10 957 Outside Top 10 4,183

Source: Morningstar Direct. Data as of June 30, 2026. See Important Disclosures at the end of this report.
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Established Categories Also Claim Majority of Flows

Morningstar Manager Research | 19

While the second generation of ETFs was a departure from prior norms, many of these funds still hold investment promise and serve a clear purpose. It took nearly 10 years for bonds to
enter ETF portfolios, but by 2016 the largest bond category collected the third-most inflows of any category. These and other ETFs play a role in portfolios, but the bulk of many
investors' allocation is still in the simple passive ETFs that started it all. The third generation of ETFs, to be discussed later, will test whether investors have an appetite for much else.

Categories With Most ETF Flows

2006
Foreign Large Blend $7.88
! ’ (11.5%)
Commaodities Focused $6.4B (9.5%)

Focused Region $5.0B (7.4%)

Small Blend $4.7B (7.0%)

Diversified Emerging Mkts $3.7B (5.5%)

Large Blend

Large Value

Intermediate Core Bond

Diversified Emerging Mkts

Foreign Large Blend

2016

$30.08
(10.5%)

$20.8B
(7.3%)

$20.6B
(7.2%)

$20.4B
(7.2%)

$76.4B
(26.8%)

Large Blend

Foreign Large Blend

Ultrashort Bond

Technology

Large Value

2026 YTD

$221.5B
(22.0%)

$86.98
(8.6%)

$64.4B
(6.4%)

$56.68

(5.6%)

$45.4B
(4.5%)

Source: Morningstar Direct. Data as of June 30, 2026.
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Active ETFs Have Taken Off

Headline category inflows don't fully articulate the story of active ETFs. It took 15 years for Bear Stearns to unveil the first actively managed ETF in 2008. It was another 11 years before
the SEC issued Rule 6¢-11, which made it far easier for active fund managers to enjoy the ETF wrapper's tax benefits without compromising their investment approach. The growth that

ensued was no surprise.

Growth of Active ETFs Catalyzed by the 2019 ‘ETF Rule’

Number of Active ETFs — Total Active ETF Assets
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Source: Morningstar Direct. Data as of June 30, 2026. See Important Disclosures at the end of this report.
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Active ETFs Are Not Very Active

There's a spectrum of approaches underneath the active ETF label. Pimco was an early leader in the space with active discretionary bond ETFs, but the firm has been leapfrogged by
generally cheaper competitors offering rules-based, or systematic, active ETFs. Dimensional and American Century (Avantis) rose in the ranks because of their success in systematic
active ETFs. In the next section, we'll discuss other types of active ETFs and see if these niche strategies have much to offer.

Provider Active ETF Assets Under Management Active ETFs by Management Type
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Source: Morningstar Direct. Data as of June 30, 2026. See Important Disclosures at the end of this report.
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ETF 3.0: The Next Generation

Differentiation is almost impossible across a landscape of more than 5,000
competing ETFs. Providers are increasingly looking to niche markets—and
derivatives—to stand out from the crowd.
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The Next Generation of ETFs

Morningstar Manager Research | 23

The mostly sensible second generation of ETFs gave way to a third generation of less sensible ETFs. These ETFs feature more complex investment processes, and many dial up risk in a
variety of ways. Leveraged and inverse single-stock ETFs are the poster child for “ETF 3.0" as their risky short-term bets can win big, or, more often, lose big. Defined-outcome ETFs also
land in this emerging cohort but aim to cushion stock market losses. Common across this disparate group, though, are generally high fees and the use of derivatives.

Top 10 Categories by ETF Launches

2016 2021 2026

Category Launches Category Launches Category Launches
Large Blend 20 Defined Outcome 57 Trading--Leveraged Equity 218
Technology 13 Large Blend 37  Defined Outcome 65
Diversified Emerging Mkts 11 Large Growth 27 Derivative Income 46
Large Value 11 Technology 23 large Blend vy
Foreign Large Value 9 Digital Assets 18 Digital Assets 37
High Yield Bond 9 Miscellaneous Sector 16  Target Maturity 32
Foreign Large Blend 8 Large Value 13 Technology 25
Health 8 Trading--Leveraged Equity 12 Trading--Inverse Equity 17
Large Growth 8 Mid-Cap Blend 10 Industrials 15
Trading--Inverse Equity 8 Equity Hedged 9 Large Growth 15

Source: Morningstar Direct. Data as of June 30, 2026. Includes full-year launch counts for 2016 and 2021, and half-year counts for 2026.

See Important Disclosures at the end of this report.
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The Future of ETFs Is Already Here

Morningstar Manager Research | 24

Most soon-to-be-launched ETFs look more like gambling than investing. More than 50% aim to manipulate the returns of a single stock using derivatives. They present a bleak future for
long-term investors. Most investors don't need these shiny objects, however, and can stick to proven approaches. A few firms have found lightning in a bottle with these risky bets and
show the business opportunity in offering them. The success of a few can pay for many, which is why so many niche ETFs are in the launch queue. They don't help long-term investors
but do bolster fee revenue for the ETF provider.

Few Traditional ETFs Are Set to Launch Soon
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lt's Never Been Easier to Launch an ETF

The relative ease of launching ETFs today contributes to Number of Unique ETF Sponsors Per Year
the wave of niche filings. Not only has the growth of ETFs

attracted new issuers, but the barrier to entry has only 00
receded. It's joked that anyone with a good idea can 462 463
launch an ETF. That's mostly true, and the idea doesn't

even have to be good if you have the funds to pay service

providers tasked with turning an idea into a reality. 100

“White label” ETF firms play a key role in many recent
launches by handling anything from trading, operations,
compliance, capital markets, and more for a new sponsor. 300

So, while the number of unique ETF sponsors has
ballooned, many go the white-label route to streamline the
go-to-market process. Tidal was the largest white-label 200
ETF provider and the listed advisor or subadvisor on 410
ETFs with USD 60.4 billion total at the end of June 2026.
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harder to stand out. With over 5,000 ETFs in the US 45

spanning almost any strategy imaginable, truly new ideas 20 33

are rare. That's why there are so many iterations of the 0
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Source: Morningstar Direct. Data as of June 30, 2026. See Important Disclosures at the end of this report.
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Why the Latest ETFs Show Business Promise

Most new ETFs show little to no long-term investment merit, or they appeal only to a niche set of investors. Yet, they continue to increase in number and assets. Trading-tools ETFs are
largely short-term speculation instruments and not long-term investments. Derivative-income and defined-outcome ETFs can usually be held for longer, but few qualify as bona fide
core holdings. For issuers, these ETFs are appealing because they can charge high fees and are relatively straightforward to operate, ensuring steady profits once they reach scale.

Asset Growth of 3 Emerging Categories Quarterly Net Flow of 3 Emerging Categories
Trading Tools — Derivative Income — Defined Outcome M Derivative Income M Defined Outcome Trading Tools
$240 $20
UsD UsD
,J/
$160 $10
IR ___._._.|_......I.\.H|‘I‘l‘I||||‘I‘I||||‘I||“n..|||||

)
@ S
E— = -
5 $80 = $0
%) =)
o [
Z @
< =
= =
E 5
E_%0 = $10
2017 2019 2021 2023 2025 2017 2019 2021 2023 2025
Source: Morningstar Direct. Data as of June 30, 2026. Trading Tools includes ETFs in the Trading— Inverse Commodities, Trading—Inverse Debt, Trading—Inverse Equity, Trading— Leveraged Commodities, See Important Disclosures at the end of this report.
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Two 3.0 Trends That Show Investment Promise

While many recent ETF innovations prey on some of humans' worst instincts, a few in
this cohort show promise. New options are designed to defer or reduce investors' tax
bills. That is if they remain legal.

The IRS is testing the legality of some of these structures, but for now, and for the right
client, a few offer compelling ways to improve aftertax outcomes. Box-spread ETFs and
ETFs seeded with Section 351 conversions are two examples.

Box-spread ETFs package a specific options strategy into an ETF that gives investors
short-term bond returns but with no distributions. This means investors realize taxable
capital gains only when they sell the ETF. Currently, there are six such ETFs available.

Advisors and wealthy investors can use Section 351 of the tax code to package
individual holdings into a new ETF, deferring a taxable sale and allowing future
rebalances to occur tax-free. Several conditions must be met, and it applies to a small

subset of investors, but it can be a valuable tool in the rapidly expanding ETF tool chest.

That brings us to the fork in the road. Are recent innovations flashes in the pan or
durable trends? It's never been more important for investors and advisors to be picky.
ETFs are only getting more complex, so allocating to the wrong third-generation ETF
could carry consequences. For most investors, sticking with the strategies that built the
ETF market makes the most sense.

Morningstar Manager Research | 27

3-Year Cumulative Returns

16%

Morningstar US 1-3M T-Bill
Index

14.87%

8% Alpha Architect 1-3 Month Box
ETF

14.81%

Cumulative Return

0%

2024 2025 2026

Wealthy Investors Pool Money to Form a Section 351 Conversion ETF

Investor A

Investor B \ Combined Portfolio ETE
_> _>

Investor C /

Source: Morningstar. Graphic for illustrative purposes only. Data as of June 30, 2026.

See Important Disclosures at the end of this report.



General Disclosure

Unless otherwise provided in a separate agreement, recipients accessing this report may only use
it in the country in which the Morningstar distributor is based. Unless stated otherwise,
the original distributor of the report is Morningstar Research Services LLC, a U.S.A. domiciled
financial institution.

This report is for informational purposes only and has no regard to the specific investment
objectives, financial situation, or particular needs of any specific recipient. This publication is
intended to provide information to assist investors in making their own investment decisions, not
to provide investment advice to any specific investor. Therefore, investments discussed and
recommendations made herein may not be suitable for all investors; recipients must exercise
their own independent judgment as to the suitability of such investments and recommendations
in the light of their own investment objectives, experience, taxation status, and financial position.

The information, data, analyses, and opinions presented herein are not warranted to be accurate,
correct, complete, or timely. Unless otherwise provided in a separate agreement, neither
Morningstar, Inc. nor the Manager Research Group represents that the report contents meet all of
the presentation and/or disclosure standards applicable in the jurisdiction the recipient is
located.

Except as otherwise required by law or provided for in a separate agreement, the analyst,
Morningstar, Inc. and the Manager Research Group and their officers, directors and employees
shall not be responsible or liable for any trading decisions, damages or other losses resulting
from, or related to, the information, data, analyses or opinions within the report. The Manager
Research Group encourages recipients of this report to read all relevant issue documents for
example, prospectus) pertaining to the security concerned, including without limitation,
information relevant to its investment objectives, risks, and costs before making an investment
decision and when deemed necessary, to seek the advice of a legal, tax, and/or accounting
professional.

The Report and its contents are not directed to, or intended for distribution to or use by, any
person or entity who is a citizen or resident of or located in any locality, state, country, or other
jurisdiction where such distribution, publication, availability or use would be contrary to law or
regulation or which would subject Morningstar, Inc. or its affiliates to any registration or licensing
requirements in such jurisdiction.

Where this report is made available in a language other than English and in the case of
inconsistencies between the English and translated versions of the report, the English version will
control and supersede any ambiguities associated with any part or section of a report that has
been issued in a foreign language. Neither the analyst, Morningstar, Inc., nor the Equity Research
Group guarantees the accuracy of the translations.

This report may be distributed in certain localities, countries and/or jurisdictions ("Territories") by
independent third parties or independent intermediaries and/or distributors ("Distributors"). Such
Distributors are not acting as agents or representatives of the analyst, Morningstar, Inc. or the
Manager Research Group. In Territories where a Distributor distributes our report, the Distributor
is solely responsible for complying with all applicable regulations, laws, rules, circulars, codes,
and guidelines established by local and/or regional regulatory bodies, including laws in
connection with the distribution third-party research reports.

Risk Warning

Please note that investments in securities are subject to market and other risks and there is no
assurance or guarantee that the intended investment objectives will be achieved. Past
performance of a security may or may not be sustained in future and is no indication of future
performance. A security investment return and an investor's principal value will fluctuate so that,
when redeemed, an investor's shares may be worth more or less than their original cost.

A security's current investment performance may be lower or higher than the investment
performance noted within the report. Morningstar's Uncertainty Rating serves as a useful data
point with respect to sensitivity analysis of the assumptions used in our determining a fair value
price.

Conflicts of Interest

> Analysts may own (actual or beneficial) interests in the managed investments that are the
subject of the Report. No material interests are held by the analyst or their immediate family
with respect to the security subject of this report.

> Ingeneral, Morningstar will not hold a material interest in the security subject of this report.
If a material interest is held by Morningstar, or if Morningstar owns a net long or short
position in the security that is the subject of this report that exceeds 0.5% of the total issued
share capital of the security, it will be disclosed at
https://www.morningstar.com/company/disclosures/holdings

»  Morningstar employees' compensation is derived from Morningstar's overall earnings and
consists of salary, bonus and in some cases restricted stock.

> Neither Morningstar nor its analysts receive compensation or material benefits from product
issuers or third parties in connection with this report.

»  Morningstar's overall earnings are generated in part by the activities of the Investment
Management and Research groups, and other affiliates, who provide services to product
issuers. Morningstar does not receive commissions for providing research and does not
charge issuers to be rated.

»  Morningstar employees may not pursue business and employment opportunities outside
Morningstar within the investment industry (including but not limited to, working as a
financial planner, an investment professional or investment professional representative, a
broker-dealer or broker-dealer agent, a financial writer, reporter, or analyst) without the
approval of Morningstar's Legal and if applicable, Compliance teams. Morningstar may
provide the investment product issuer or its related entities with services or products for a
fee and on an arms' length basis including software prodcuts and licenses, research and
consulting services, data services, licenses to republish our ratings and research in their
promotional material, event sponsorship and website advertising.

> Certain managed investments use an index created by and licensed from Morningstar, Inc.
as their tracking index. We mitigate any actual or potential conflicts of interests resulting
from that by not producing qualitative analysis on any such managed investment as well as
imposing information barriers (both technology and non-technology) where appropriate and
monitoring by the compliance department.

> Morningstar's Investment Management group has arrangement with financial institutions to
provide portfolio management/investment advice, some of which an analyst may issue
investment research reports on. In addition, the Investment Management group creates and
maintains model portfolios whose underlying holdings can include financial products,
including securities that may be the subject of this report. However, analysts do not have
authority over Morningstar's Investment Management group's business arrangements nor
allow employees from the Investment Management group to participate or influence the
analysis or opinion prepared by them.

> Morningstar, Inc. is a publicly traded company (Ticker Symbol: MORN) and thus a security
which is the subject of this report may own more than 5% of Morningstar, Inc's total
outstanding shares. Please access Morningstar, Inc's most recent Proxy Statement and refer
to the section title "Security Ownership of Certain Beneficial Owners and Management" at
https://shareholders.morningstar.com/investorrelations/financial/sec-filings/default.aspx. A
security's holding of Morningstar stock has no bearing on and is not a requirement for which
securities Morningstar determines to cover.

Morningstar, Inc. may provide the product issuer or its related entities with services or products
for a fee and on an arms' length basis including software products and licenses, research and
consulting services, data services, licenses to republish our ratings and research in their
promotional material, event sponsorship and website advertising.

Further information on Morningstar, Inc.'s conflict of interest policies is available from
https://shareholders.morningstar.com/investor-relations/governance/Compliance--
Disclosure/default.aspx. Also, please note analysts are subject to the CFA Institute's Code of
Ethics and Standards of Professional Conduct.

For a list of securities which the Manager Research Group currently covers and provides written
analysis on please contact your local Morningstar office. In addition, for historical analysis
of securities covered, including their fair value estimate, please contact your
local office.

For Recipients in Australia: This Report has been issued and distributed in Australia by
Morningstar Australasia Pty. Ltd. (ABN: 95 090 665 544; ASFL: 240892). Morningstar Australasia
Pty. Ltd. is the provider of the general advice ("the Service") and takes responsibility for the
production of this report. The Service is provided through the research of investment products. To
the extent the Report contains general advice it has been prepared without reference to an
investor's objectives, financial situation or needs. Investors should consider the advice in light of
these matters and, if applicable, the relevant Product Disclosure Statement before making any
decision to invest. Refer to our Financial Services Guide, or FSG, for more information at
http://www.morningstar.com.au/fsg.pdf.

For Recipients in New Zealand: This report has been issued and distributed by Morningstar
Australasia Pty Ltd and/or Morningstar Research Ltd (together ‘Morningstar'). This report has
been prepared and is intended for distribution in New Zealand to wholesale clients only and has
not been prepared for use by New Zealand retail clients (as those terms are defined in the
Financial Markets Conduct Act 2013).

The information, views and any recommendations in this material are provided for general
information purposes only, and solely relate to the companies and investment opportunities
specified within. Our reports do not take into account any particular investor's financial situation,
objectives or appetite for risk, meaning no representation may be implied as to the suitability of
any financial product mentioned for any particular investor. We recommend seeking financial
advice before making any investment decision.

For Recipients in Hong Kong: The Report is distributed by Morningstar Investment
Management Asia Limited, which is regulated by the Hong Kong Securities and Futures
Commission to provide investment research and investment advisory services to professional
investors only. Neither Morningstar Investment Management Asia Limited, nor its
representatives, are acting or will be deemed to be acting as an investment advisor to any
recipients of this information unless expressly agreed to by Morningstar Investment
Management Asia Limited.

For Recipients in Japan: The Report is distributed by Ibbotson Associates Japan, Inc., which is
regulated by Financial Services Agency, for informational purposes only. Neither Ibbotson
Associates Japan, Inc., nor its representatives, are acting or will be deemed to be acting as an
investment advisor to any recipients of this information.

For Recipients in Korea: The Report is distributed by Morningstar Korea Limited, which is
regulated by Financial Supervisory Service, for informational purposes only. Neither Morningstar
Korea Limited, nor its representatives, are acting or will be deemed to be acting as an investment
advisor to any recipients of this information.

For Recipients in Singapore: This Report is distributed by Morningstar Investment Adviser
Singapore Pte Limited, which is licensed and regulated by the Monetary Authority of Singapore to
provide financial advisory services in Singapore. Recipients of this report should contact their
financial adviser in Singapore in relation to this report


https://www.morningstar.com/company/disclosures/holdings
https://www.morningstar.com/company/disclosures/holdings
https://www.morningstar.com/company/disclosures/holdings
https://www.morningstar.com/company/disclosures/holdings
https://www.morningstar.com/company/disclosures/holdings
https://www.morningstar.com/company/disclosures/holdings
https://www.morningstar.com/company/disclosures/holdings
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx
http://www.morningstar.com.au/fsg.pdf
http://www.morningstar.com.au/fsg.pdf
http://www.morningstar.com.au/fsg.pdf
http://www.morningstar.com.au/fsg.pdf
http://www.morningstar.com.au/fsg.pdf
http://www.morningstar.com.au/fsg.pdf
http://www.morningstar.com.au/fsg.pdf
http://www.morningstar.com.au/fsg.pdf
http://www.morningstar.com.au/fsg.pdf
http://www.morningstar.com.au/fsg.pdf
http://www.morningstar.com.au/fsg.pdf

General Disclosure

Unless otherwise provided in a separate agreement, recipients accessing this report may only use
it in the country in which the Morningstar distributor is based. Unless stated otherwise,
the original distributor of the report is Morningstar Research Services LLC, a U.S.A. domiciled
financial institution.

This report is for informational purposes only and has no regard to the specific investment
objectives, financial situation, or particular needs of any specific recipient. This publication is
intended to provide information to assist investors in making their own investment decisions, not
to provide investment advice to any specific investor. Therefore, investments discussed and
recommendations made herein may not be suitable for all investors; recipients must exercise
their own independent judgment as to the suitability of such investments and recommendations
in the light of their own investment objectives, experience, taxation status, and financial position.

The information, data, analyses, and opinions presented herein are not warranted to be accurate,
correct, complete, or timely. Unless otherwise provided in a separate agreement, neither
Morningstar, Inc. nor the Manager Research Group represents that the report contents meet all of
the presentation and/or disclosure standards applicable in the jurisdiction the recipient is
located.

Except as otherwise required by law or provided for in a separate agreement, the analyst,
Morningstar, Inc. and the Manager Research Group and their officers, directors and employees
shall not be responsible or liable for any trading decisions, damages or other losses resulting
from, or related to, the information, data, analyses or opinions within the report. The Manager
Research Group encourages recipients of this report to read all relevant issue documents for
example, prospectus) pertaining to the security concerned, including without limitation,
information relevant to its investment objectives, risks, and costs before making an investment
decision and when deemed necessary, to seek the advice of a legal, tax, and/or accounting
professional.

The Report and its contents are not directed to, or intended for distribution to or use by, any
person or entity who is a citizen or resident of or located in any locality, state, country, or other
jurisdiction where such distribution, publication, availability or use would be contrary to law or
regulation or which would subject Morningstar, Inc. or its affiliates to any registration or licensing
requirements in such jurisdiction.

Where this report is made available in a language other than English and in the case of
inconsistencies between the English and translated versions of the report, the English version will
control and supersede any ambiguities associated with any part or section of a report that has
been issued in a foreign language. Neither the analyst, Morningstar, Inc., nor the Equity Research
Group guarantees the accuracy of the translations.

This report may be distributed in certain localities, countries and/or jurisdictions ("Territories") by
independent third parties or independent intermediaries and/or distributors ("Distributors"). Such
Distributors are not acting as agents or representatives of the analyst, Morningstar, Inc. or the
Manager Research Group. In Territories where a Distributor distributes our report, the Distributor
is solely responsible for complying with all applicable regulations, laws, rules, circulars, codes,
and guidelines established by local and/or regional regulatory bodies, including laws in
connection with the distribution third-party research reports.

Risk Warning

Please note that investments in securities are subject to market and other risks and there is no
assurance or guarantee that the intended investment objectives will be achieved. Past
performance of a security may or may not be sustained in future and is no indication of future
performance. A security investment return and an investor's principal value will fluctuate so that,
when redeemed, an investor's shares may be worth more or less than their original cost.

A security's current investment performance may be lower or higher than the investment
performance noted within the report. Morningstar's Uncertainty Rating serves as a useful data
point with respect to sensitivity analysis of the assumptions used in our determining a fair value
price.

Conflicts of Interest

> Analysts may own (actual or beneficial) interests in the managed investments that are the
subject of the Report. No material interests are held by the analyst or their immediate family
with respect to the security subject of this report.

> Ingeneral, Morningstar will not hold a material interest in the security subject of this report.
If a material interest is held by Morningstar, or if Morningstar owns a net long or short
position in the security that is the subject of this report that exceeds 0.5% of the total issued
share capital of the security, it will be disclosed at
https://www.morningstar.com/company/disclosures/holdings

»  Morningstar employees' compensation is derived from Morningstar's overall earnings and
consists of salary, bonus and in some cases restricted stock.

> Neither Morningstar nor its analysts receive compensation or material benefits from product
issuers or third parties in connection with this report.

»  Morningstar's overall earnings are generated in part by the activities of the Investment
Management and Research groups, and other affiliates, who provide services to product
issuers. Morningstar does not receive commissions for providing research and does not
charge issuers to be rated.

»  Morningstar employees may not pursue business and employment opportunities outside
Morningstar within the investment industry (including but not limited to, working as a
financial planner, an investment professional or investment professional representative, a
broker-dealer or broker-dealer agent, a financial writer, reporter, or analyst) without the
approval of Morningstar's Legal and if applicable, Compliance teams. Morningstar may
provide the investment product issuer or its related entities with services or products for a
fee and on an arms' length basis including software prodcuts and licenses, research and
consulting services, data services, licenses to republish our ratings and research in their
promotional material, event sponsorship and website advertising.

> Certain managed investments use an index created by and licensed from Morningstar, Inc.
as their tracking index. We mitigate any actual or potential conflicts of interests resulting
from that by not producing qualitative analysis on any such managed investment as well as
imposing information barriers (both technology and non-technology) where appropriate and
monitoring by the compliance department.

»  Morningstar's Investment Management group has arrangement with financial institutions to
provide portfolio management/investment advice, some of which an analyst may issue
investment research reports on. In addition, the Investment Management group creates and
maintains model portfolios whose underlying holdings can include financial products,
including securities that may be the subject of this report. However, analysts do not have
authority over Morningstar's Investment Management group's business arrangements nor
allow employees from the Investment Management group to participate or influence the
analysis or opinion prepared by them.

> Morningstar, Inc. is a publicly traded company (Ticker Symbol: MORN) and thus a security
which is the subject of this report may own more than 5% of Morningstar, Inc's total
outstanding shares. Please access Morningstar, Inc's most recent Proxy Statement and refer
to the section title "Security Ownership of Certain Beneficial Owners and Management" at
https://shareholders.morningstar.com/investorrelations/financial/sec-filings/default.aspx. A
security's holding of Morningstar stock has no bearing on and is not a requirement for which
securities Morningstar determines to cover.

Morningstar, Inc. may provide the product issuer or its related entities with services or products
for a fee and on an arms' length basis including software products and licenses, research and
consulting services, data services, licenses to republish our ratings and research in their
promotional material, event sponsorship and website advertising.

Further information on Morningstar, Inc.'s conflict of interest policies is available from
https://shareholders.morningstar.com/investor-relations/governance/Compliance--
Disclosure/default.aspx. Also, please note analysts are subject to the CFA Institute's Code of
Ethics and Standards of Professional Conduct.

For a list of securities which the Manager Research Group currently covers and provides written
analysis on please contact your local Morningstar office. In addition, for historical analysis
of securities covered, including their fair value estimate, please contact your
local office.

For Recipients in Australia: This Report has been issued and distributed in Australia by
Morningstar Australasia Pty. Ltd. (ABN: 95 090 665 544; ASFL: 240892). Morningstar Australasia
Pty. Ltd. is the provider of the general advice ("the Service") and takes responsibility for the
production of this report. The Service is provided through the research of investment products. To
the extent the Report contains general advice it has been prepared without reference to an
investor's objectives, financial situation or needs. Investors should consider the advice in light of
these matters and, if applicable, the relevant Product Disclosure Statement before making any
decision to invest. Refer to our Financial Services Guide, or FSG, for more information at
http://www.morningstar.com.au/fsg.pdf.

For Recipients in New Zealand: This report has been issued and distributed by Morningstar
Australasia Pty Ltd and/or Morningstar Research Ltd (together ‘Morningstar'). This report has
been prepared and is intended for distribution in New Zealand to wholesale clients only and has
not been prepared for use by New Zealand retail clients (as those terms are defined in the
Financial Markets Conduct Act 2013).

The information, views and any recommendations in this material are provided for general
information purposes only, and solely relate to the companies and investment opportunities
specified within. Our reports do not take into account any particular investor's financial situation,
objectives or appetite for risk, meaning no representation may be implied as to the suitability of
any financial product mentioned for any particular investor. We recommend seeking financial
advice before making any investment decision.

For Recipients in Hong Kong: The Report is distributed by Morningstar Investment
Management Asia Limited, which is regulated by the Hong Kong Securities and Futures
Commission to provide investment research and investment advisory services to professional
investors only. Neither Morningstar Investment Management Asia Limited, nor its
representatives, are acting or will be deemed to be acting as an investment advisor to any
recipients of this information unless expressly agreed to by Morningstar Investment
Management Asia Limited.

For Recipients in Japan: The Report is distributed by Ibbotson Associates Japan, Inc., which is
regulated by Financial Services Agency, for informational purposes only. Neither Ibbotson
Associates Japan, Inc., nor its representatives, are acting or will be deemed to be acting as an
investment advisor to any recipients of this information.

For Recipients in Korea: The Report is distributed by Morningstar Korea Limited, which is
regulated by Financial Supervisory Service, for informational purposes only. Neither Morningstar
Korea Limited, nor its representatives, are acting or will be deemed to be acting as an investment
advisor to any recipients of this information.

For Recipients in Singapore: This Report is distributed by Morningstar Investment Adviser
Singapore Pte Limited, which is licensed and regulated by the Monetary Authority of Singapore to
provide financial advisory services in Singapore. Recipients of this report should contact their
financial adviser in Singapore in relation to this report


https://www.morningstar.com/company/disclosures/holdings
https://www.morningstar.com/company/disclosures/holdings
https://www.morningstar.com/company/disclosures/holdings
https://www.morningstar.com/company/disclosures/holdings
https://www.morningstar.com/company/disclosures/holdings
https://www.morningstar.com/company/disclosures/holdings
https://www.morningstar.com/company/disclosures/holdings
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx
https://shareholders.morningstar.com/investor-relations/governance/Compliance--Disclosure/default.aspx
http://www.morningstar.com.au/fsg.pdf
http://www.morningstar.com.au/fsg.pdf
http://www.morningstar.com.au/fsg.pdf
http://www.morningstar.com.au/fsg.pdf
http://www.morningstar.com.au/fsg.pdf
http://www.morningstar.com.au/fsg.pdf
http://www.morningstar.com.au/fsg.pdf
http://www.morningstar.com.au/fsg.pdf
http://www.morningstar.com.au/fsg.pdf
http://www.morningstar.com.au/fsg.pdf
http://www.morningstar.com.au/fsg.pdf

MAORNINGSTAR

22 West Washington Street
Chicago, IL 60602 USA

About Morningstar Manager Research

Morningstar's global manager research team conducts objective, qualitative analysis of managed investment strategies such as mutual funds and exchange-traded funds. Manager research analysts
express their views through the Morningstar Medalist Rating, which takes the form of Gold, Silver, Bronze, Neutral, or Negative. The analysts arrive at a strategy's Medalist Rating by assessing key
areas including its management team and supporting resources (People Pillar), its investment approach and rationale (Process Pillar), and the investment organization backing the strategy concerned
(Parent Pillar). The analysts juxtapose those assessments with the strategy's cost in arriving at a final Analyst Rating, which expresses their conviction in the strategy’s ability to outperform a relevant
benchmark index or category peers over a market cycle, adjusted for risk. The Morningstar Medalist Rating methodology is forward-looking in nature and applied consistently across geographies and
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