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HEAD%TERS Important Disclosure

CAPITAL

This report is solely for informational purposes and shall not constitute an offer to sell or the solicitation to buy securities. The opinions expressed
herein represent the current views of the author(s) at the time of publication and are provided for limited purposes, are not definitive investment
advice, and should not be relied on as such. The information presented in this report has been developed internally and/or obtained from sources
believed to be reliable; however, Headwaters Capital Management, LLC (“Headwaters Capital”) does not guarantee the accuracy, adequacy or
completeness of such information. Predictions, opinions, and other information contained in this report are subject to change continually and
without notice of any kind and may no longer be true after the date indicated. Any forward-looking statements speak only as of the date they are
made, and Headwaters Capital assumes no duty to and does not undertake to update forward-loo in% statements. Forward-looking statements are
subject to numerous assumptions, risks and uncertainties, which change over time. Actual results could differ materially from those anticipated in
forward-lookinﬁ statements. In particular, target returns are based on Headwaters Capital’s historical data regarding asset class and strategy. There is
no guarantee that targeted returns will be realized or achieved or that an investment strategy will be successful. Investors should keep in mind that
the securities markets are volatile and unpredictable. There are no guarantees that the historical performance of an investment, portfolio, or asset
class will have a direct correlation with its future performance.

Investing in small- and mid-size companies can involve risks such as less publicly available information than larger companies, volatility, and less
liquidity. Investing in a more limited number of issuers and sectors can be subject to greater market fluctuation. Portfolios that concentrate
investments in a certain sector may be subject to greater risk than portfolios that invest more broadly, as companies in that sector may share common
characteristics and may react similarly to market developments or other factors affecting their values.

The indices shown are broad securities market indices. They are not subject to management fees, transaction costs and expenses to which a
managed fund or account is subject. You cannot invest directly in an index. Those indices that are not benchmarks for the strategy are not
representative of the strategy and are shown solely as a comparison among asset classes. Certain indices have been selected as benchmarks because
they represent the general asset class in which Headwaters Capital’s strategy invests; however, even such benchmarks will be materially different from
portfolios in the strategy since Headwaters Capital is not constrained by the any particular index in managing the strategy.

The information in this presentation, including statements concerning financial market trends, is based on current market conditions, which will
fluctuate and may be superseded by subsequent market events or for other reasons.

General discussions contained within this presentation regarding the market or market conditions represent the view of either the source cited or
Headwaters Capital. Nothing contained herein is intended to predict the performance of any investment. There can be no assurance that actual
outcomes will match the assumptions or that actual returns will match any expected returns. The information contained herein is as of the October
30, 2020, unless otherwise indicated, is subject to change, and Headwaters Capital assumes no obligation to update the information herein.



@* Headwaters Capital Strategy Overview
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ACTIVE Fundamental, bottoms-up approach to individual security selection.

CONCENTRATED High conviction strategy of 20-30 names, long only.
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SMID CAP Investments in companies with market caps of S0.5B - $20B. No forced selling if grow > $S20B
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LONG-TERM Targeted investment periods of 3-5 years, ideally longer.
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MARKET EXPOSURE Fully invested with cash position less than 5% of portfolio.

SEPERATELY MANAGED ACCOUNTS SMA structure provides transparency into portfolio holdings and liquidity for investors.

ALIGNMENT Portfolio Manager has significant amount of personal net worth invested in the strategy.
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Performance Fee structure for Qualified Investors; 1.25% management fee for non-Qualified
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Core Investment Principles

INVESTMENT PHILOSOPHY

Allocating capital to a limited number of exceptional businesses that,
through their sustainable competitive advantages and long runways
for growth, can compound capital at above average rates of return.

INVESTMENT APPROACH

Combining the core investment philosophy with the discipline and patience
to allow these companies to grow into their full investment potential while
simultaneously minimizing costs and maximizing returns for investors.
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HEADWATERS SMID Cap: A History of Outperformance
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20 Year Growth of a $10,000 Investment
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*Large Cap: S&P 500, Mid Cap: Russell Mid Cap, Small Cap: Russell 2000
Source: FTSE Russell & S&P Dow Jones

Empirical data shows that both small
and mid-cap stocks have consistently
outperformed larger cap stocks over
long time periods.

By limiting investments to these
“headwaters,” the fund seeks to
participate in what has historically
been a higher return portion of the
equity market.




@* More Recently, Small Cap Returns Have

HEADWATERS Significantly Trailed Large Cap Returns
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@ 2024 Small Cap Underperformance Relative
HEADWATERS to Large Cap Reached a Historical Extreme
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Brutal Stretch for US Small Caps
Russell 2000 heads for worst first half to a year in history relative to the S&P 500

B Russell 2000 Index versus the S&P 500 Index n first six months to a year
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Source: Bloomberg
Note: 2024 is year-to-date through Tuesday, June 25 Bloomberg
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@* Which Has Left Small Caps Historically Cheap on
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an Absolute Basis and Relative to Large Cap
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Source: LSEG Datastream and © Yardeni Research.
* Price divided by 12-month forward consensus expected operating earnings per share.

2016

2018

2020

2022

2024

30

25

20

Exhibit 2: Small caps remain historically cheap vs large caps
Relative Forward P/E: Russell 2000 vs Russell 1000, 1985-7/31/2024
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Source: BofA LS Equity & Quant Strategy, FactSet
BofA GLOBAL RESEARCH



@‘ And these Valuations Have Historically Led to

HEADIATERS Strong Absolute and Relative Returns

Exhibit 31: The absolute forward P/E for the Russell 2000 suggests 9% annualized ten-year returns Exhibit 30: Relative multiple suggests that small caps could
Russell 2000 forward P/E vs subsequent ten-year annualized returns, 1985-present (as of 7/31/24) outperform large caps over the next ten years
Relationship between relative fwd. P/E of Russell 2000 vs Russell 1000
and subsequent 10yr annualized relative returns, 1985 - 7/31/2024
18
ag R?=046 ;
16
- 4
214 2
E . ® ?
2 12 B
E 10 _E 0
N 2z
5 s =2
E*® 85
[ &84
E b 2
== =
e 4 g
5 g 3
:% 2 Today: Fwd. P/E = 1585 A 05 07 09 1" 13
290 Relative forward P/E (R2 vs. R1)
v
6.00 800 10.00 1200 14.00 16.00 1800 2000 2200 Note: Represents the relationship between the relative torward PE for the Russell 2000 vs
R2000 Fwd P/E the Russell 1000 (since 1979) and subsequent rolling 10-year annualized returns

differential.

. Source: BofA US Equity & Quant Strategy, FactSel
BofA GLOBAL RESEARCH BofA GLOBAL RESEARCH
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Interest Rate Cuts Should be the Catalyst

HEADWATERS for Small Cap Outperformance

Rate Cuts Have Tended to Give the Biggest Boost to Small Caps
Performance after first Fed rate cut

m First 3 months m First 6 months m First 12 months
30%

22.4%

15.6%

15% 14.2%
12.4%

10.9%

10% 9.2% 9.4%

5.6%

5%

Small Caps Mid Caps Large Caps

Past performance is no guarantee of future results. Source: Jefferies using Federal Reserve Board, Haver Analytics, Center for Research in
Securities Prices (CRSP®), and the University of Chicago Booth School of Business. Note: used fed funds rate from 1954 until 1963, then used the

discount rate from 1963 until 1994 and the fed funds rate after that. Market caps defined by CRSP based on placing market caps into deciles.
Deciles 1 and 2 are large and 6 through & are small.
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Strongest Returns Occur in First Year

Exhibit 13: Small cap returns in first year of secular outperformance
cycle
Based on CRSP data forsmall and large cap US stock retums

Yr 1 Stant Yr1End Small Large Relative (Sm.VsLg)
5311932 5/31/1933 286% 1M1% 175%
173171964 173171965 27% 168 5%
713111974 13171974 0% 02 0%

10/31/1990  10/31/1991 62% 33% 30%
3/31/1999 3312000 51% 7% 2%
33172020 33172021 119% 59% 61%

Ave. 84% 36% 48%
Median 51% 22% 29%

Source of historical returns: CRSP®, Center for Researdn in Seaurity Prices. Graduate Schood of
Business, The Liniversity of Chicagio. Used with permission. All rights reserved
www.orspchicago.edu Performance has been calauated by BofA US Bquity & Quant Srategy

Source: (RSP, The Universiy of Chicago; Bold US Equity & Quant Strategy
BofA GLOBAL RESEARCH

Exhibit 15: Small cap returns in third year of outperformance cycle
Based on CRSP data forsmall and large cap US stock retums

Yr 3 Stant Yr 3 end Small Large Relative (Sm.VsLg
5/31/1934 5/31/1935 -S% 8% -17%
131196 173171967 3% 3% 6%
713111975 113171976 29% 19% 10%

100311992 10/31/1993 3% 14% 18%
3312000 33172002 2% T4% 23%
332022 1003172022 -11% -14% 3%

Avg. 15% T% 8%
Median 22% 8% 10%

Source of historicl returns: CRSP®, Center for Researdh in Searity Prices. Graduate School of
Business, The University of Chicago. Used with permisston. All nights reserved.
www.rsp.udiagoedy Performance has been caladated by BofA US bauity & Quant Strategy

Source: (RSP, The University of Chiago: BofA US Equity & Quant Stratogy
RofA Gl ORAI RFSFARTH

Exhibit 14: Small cap retums in second year of outperformance cycle
Based on CRSP data forsmall and large cap US stock retums

Relative (Sm.

Yr 2 Start Yr2 end Small Large VsLg)
5311933 53171934 12% A% 8%
1/31/1965 1/31/1966 33% 1% 26%
1311974 1811975 3% 16% T
1311991 1073171992 0% 10% -1%
33172000 33172001 -21% -27% 6%
33172001 3312002 1% 14% 258

Ave. 14% 2% 12%

Median 12% 7% 8%

Source of historial returns: CRSP®, Center for Research In Seawity Prices. Graduate School of
Business, The University of (hicago. Used with permission. All rights reserved.
www_rspuudhicago.edu Performance has been caloulated by BofA US Fquity & Quant Strategy

Source: (RSF, The University of (hicago: BofA LIS Fquity & Quant Strategy
BofA GLOBAL RESEARCH

Exhibit 16: Small cap retuns in fourth year of outperformance cycle
Based on CRSP data forsmall and large cap US stock retums

Yr 4 start Yr4 end Small Large Relative (Sm. Vs Lg)
9006

5311935 5/31/1936 48% 41%
1311967 173111968 A1% 9% 3%
1311976 1131n977 24% -1% 25%
10311993 10/31/1994 0% 3% -3%
3312000 33172003 2% 24% 3%

Avg. 26% 7% 18%

Median 24% 3% 25%

Source of historicl returns: CRSP®, Center for Research InSeamity Prices. Graduate School of
Business, The University of (hicago. Used with permission. All rights reserved.
wiww.rspoudhicago.edu Performance has been clollated by Bofd US Fquity & Quant Strategy

Source: (RSF, The University of (hicago; BofA LIS Cquity & Quant Strategy
BofA GLOBAL RESEARCH



@‘ Fed Rate Cuts Are Coinciding with Earnings Inflection for Small Caps,

HEADWATERS Providing Valuation and Earnings Tailwinds
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I Bottom-up consensus quarterly YoY EPS growth for small vs. large
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Source: Factset, BofA US Equity & US Quant Strategy
BofA GLOBAL RESEARCH

»Small cap returns have been challenged over the last 18 months due to a declining earnings cycle
»This is typical behavior during a Fed tightening cycle as small caps are more economically sensitive
and more exposed to higher financing costs

»Earnings growth is poised to inflect positively in 2H '24 and outpace large caps in 2025, further
underpinning the positive outlook for small caps



Regime Changes Tend to Persist, Potential for

HEADWATERS Multiple Years of Small Cap Outperformance

Long-Term Trends in Small-Cap/Large-Cap Relative Performance ~ MonthlyData 1925-12:31102022-11-30 (Log Scale)
S/L S/L S/L SiL S/L SL S/L S/L S/L SL S SiL SiL
pULEY  Bear  BullBear Bul Bear Bull Bear Bul Bear Bull Bear 4 200
178 |- Perlods of Small-Cap Outperformance 1178
158 L  Dates RatloGPA | Small-CapGPA | Large-Cap GPA 1158
1933-01-31 to 1937-04-30 239 586 281
14.1 - 1939-03-31 to 1946-06-30 223 389 135 114
126 | 1957-12-31 10 1969-01-31 10.1 238 124 1126
1o 1973-06-30 to 1983-08-31 139 248 9.5 12
“ T 1990-10-31 to 1994-03-31 9.9 266 15.2 1
100 | 1999-03-31 to 2011-04-30 56 8.0 23 4 100
a8 Average 13.2 259 11.2 as
| — Small-Cap Total Return / S&P 500 Total Return Ratio (2022-11-30 = 6.73) i
77 L 4 77
) S/L Bear Indicate Small-Cap Underperformance )
6.8 - periods Based On Reversals of 35% or More 1 68
co | in Small-Cap/Large-Cap Ratio 1l co
51 4 51
45 | 4 as
19 | { 30
33+ 33
Perlods of Small-Cap Underperformance
28 | Dates Ratio GPA small-Cap GPA Large-Cap GPA 28
24 1926-01-31 to 1933-02-28 -158 -204 -55 24
’ 1937-03-31 to 1939-04-30 303 418 164 ’
20 | 1946-05-31 to 1958-01-31 4.7 73 127 20
7 1968-12-31 to 1973-07-31 139 -103 432 17
1983-07-31 to 1990-11-30 a5 30 138
14 L 1994-02-28 to 1999-04-30 -10.8 15 250 14
11 L 2011-03-31 1o 2022-12-31 32 86 122 11
Average -10.0 -1.9 9.1
09 |- 0.9
Source: FTSE Russell, S&P Dow Jones Indices
1930 1935 1940 1945 1950 1955 1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020
AAD140 © Copyright 2022 NDR, Inc. Further distribution prohibited without prior permission.

All Rights Reserved., See NDR Disclaimer at waww.ndr.com/copyright html
For data vendor disclaimers refer to www.ndr.com/vendorinfo/

Ned Davis Research Please see important disclosures at the end of this report.



@‘ Why Invest in Headwaters Capital?
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DIFFERENTIATED

Investments in a limited number of high conviction ideas
with a long-term investment horizon. This is the future of
active management.

FOCUSED

Focused only on the highest quality companies with

durable competitive advantages and above average

growth potential, factors that have historically led to
stock outperformance.

ALIGNED

Portfolio manager invested alongside you.

EXPERIENCED

Professional experience investing in SMID cap stocks.

PERFORMANCE

Designed to deliver superior investment returns through security
selection, a cost efficient investment approach and a focus on
SMID cap stocks, which have historically outperformed the
broader market.




@ Active Management is Not Dead, But It Must Evolve
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LOW COST ACTIVELY HEADWARTERS
PASSIVELY MANAGED MANAGED MUTUAL CAPITAL
INDEX OPTION FUND MANAGEMENT

99% of Mutual Fund
HOLDINGS assets are in funds with
more than 40 stocks

TRADING/
TURNOVER

High turnover creates Long investment
TAX Deferred capital annual capital gains horizon & low turnover
EFFICIENCY gain taxes distributions that are minimizes capital gain
taxable taxes

1.25% or
preformance free

Passively Managed Index: iShares Russell Mid-Cap ETF
Actively Managed Mutual Fund: US Mid-Small. Source: Personal Fund

Index funds: Low cost and tax advantaged, yet their

broad ownership of all stocks prevents
outperformance.

Mutual funds: Less diversified than index funds, but are
still overly diversified preventing mutual funds from
materially outperforming. After layering in excessive
trading costs, capital gains taxes associated with high
turnover and the high fee structure, mutual funds
rarely outperform index funds.

Headwaters Capital: Concentrated and low turnover
investment approach is a superior alternative to both
low cost index funds and actively managed mutual
funds as it allows for material outperformance versus
an index while also minimizing trading costs and taxes.
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HEADWATERS Attributes of a Potential Investment

CAPITAL

* Market leader in a product category

*  Durable competitive advantage: low
cost producer/scale, monopoly, IP,
network effects, high switching costs,
high barriers to entry, etc

» Stable and predictable revenue: high
recurring revenue, low customer
churn/high retention rates,
consumable revenue

*  Management skin-in the game:
founder, ownership stake, long-
term incentive compensation

* History of prudent capital
allocation

* High return on invested capital

* Long-term revenue growth
potential driven by a combination
of market share gains and overall
industry growth tailwinds

* Free cash flow generation

* Low financial leverage
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