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Executive Summary

The U.S. equity market is the largest and deepest in the world. As such, it has been analyzed in many ways to
determine the optimal means of gaining exposure.

Typically, the two main ways the market is segmented are by size (small, mid, large) and investment style
(core, growth, value).

Focusing on size, many investors have taken a barbell approach with their U.S. equity portfolios: allocating to
large cap equities on one side paired with either a small or small-mid cap (SMID cap) allocation on the other
side. In this way, they get exposure to the largest, most liquid bellwether companies complemented by
smaller companies, where there is typically more alpha potential for bottom-up stock pickers.

While we think this is an effective approach and has proven successful for investors over the long term, we
believe it can be improved upon by swapping the small or SMID cap allocation for a mid cap allocation.
Despite the potentially misleading industry-wide naming convention, mid cap strategies have greater latitude
to invest across the full spectrum of small and mid-cap companies as opposed to the more limited small
and SMID universes.

We believe a blend of U.S. mid and large caps increases the total return potential of a U.S. equity allocation
thanks to a broader investable universe in the mid cap space and the flexibility to opportunistically move up
and down the small and mid cap investable universe to capitalize on market dislocations.

This approach can also enhance a portfolio by increasing the overall quality and liquidity characteristics,
increasing the investable capacity, and reducing implementation costs.

The U.S. Is a Great Place to Invest for the Next Decade and More

Before we make the case for "why mid caps,” we shouldn't take for granted why investors should be excited about
the prospects for U.S. companies over the next decade and beyond. Some highlights include:

1.

2.

The U.S. continues to draw in the best and brightest globally to its top schools and employers.

The demographic profile and population growth trends are some of the healthiest amongst advanced
economies.

The entrepreneurial energy and support network is second to none. This includes some of the best
universities, the deepest and most sophisticated capital markets, and a well-developed venture capital
ecosystem.

A consistent rule of law, easy access to data, and developed infrastructure.

A large, homogeneous domestic market that allows companies to grow to scale domestically before needing
to focus on the complexities of global operations.

Leading capabilities in many industries that are the main growth drivers of the economy today and likely
tomorrow, such as technology and biotechnology.

In short, the growth prospects for U.S. companies—and therefore U.S. stocks—remain compelling with structural
competitive advantages that should persist over the long term.

Defining U.S. Small, SMID, Mid, and Large-Cap Equities

Having made the case for "why U.S. equities,” now we can get back to determining how to allocate to them. To start,
it's important to understand what constitutes U.S. equity size classifications and the extent to which these
categories are distinct versus overlapping. This provides one method of determining the optimal exposure mix.



A common classification is to use the constituents of the standard size-based investment benchmarks as noted
below.

Chart 1: Distribution of Market Capitalization Exposure for Various Size-Based U.S. Equity Indices

Small Cap Index

Market capitalization SMID Cap Index Weight Mid Cap Index Weight Large Cap Index Weight

Weight
Less than $1 billion 18.5% 7.8% 0% 0%
S1 - $3 billion 44.6% 21.5% 1.5% 0%
$3 - 510 billion 36.3% 55.2% 23.7% 1.2%
$10 to $20 billion 0.5% 15.5% 29.4% 5.4%
$20 to $40 billion 0% 0% 35.6% 10.5%
S40 to S60 billion 0% 0% 9.7% 6.6%
$60 billion and over 0% 0% 0% 76.3%

Source: Mawer Investment Management Ltd. and FactSet. As of September 30, 2023. Small cap by the Russell 2000 Index, SMID
cap by the Russell 2500 Index, mid cap by the Russell Midcap Index, and large cap by the S&P 500 Index. All figures in US Dollars
and rounded to the nearest tenth of a percent.

The $10-40 billion market cap space is particularly underinvested in across the smaller and large cap indices, despite
it representing an attractive blend of established business models and high growth prospects.

A mid cap allocation provides distinct exposure to areas of the market that aren't well addressed by the other
benchmarks.

Mid Caps Are a Perfect Complement to Large Cap/S&P 500 Passive Investing

Despite the category name "mid caps” suggesting an investable universe with limited if any small cap exposure, mid
caps as defined by the Russell Index is actually a very broad category: as of September 30, 2023, the minimum
constituent had a market cap of $452M USD and the maximum was $53.5B USD. Our mid cap strategy uses these
parameters as a guideline for portfolio construction. This breadth allows the strategy to invest in most publicly
traded U.S. companies below the large caps; its maximum market cap is set at the bottom end of the S&P 500
constituents, and it extends down to a size that captures most of the established, up-and-coming companies. In
other words, mid caps are a perfect complement to large cap/S&P 500 investing, giving access to "the rest of
America”.

Over the long term, mid caps have meaningfully outperformed both small caps (less established businesses) and
large caps (less growth).



Chart 2: Long-Term Performance of Small, Mid, and Large Cap U.S. Equities
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Source: Mawer Investment Management Ltd. and FactSet. As of September 30, 2023. Small cap by the Russell 2000 Index, mid
cap by the Russell Midcap Index, and large cap by the S&P 500 Index.

While large cap stocks have led the charge for performance in more recent memory, the market leadership in large
caps has been very narrow, with a small group of mega cap technology companies generating an overwhelming
amount of the total return. When the performance of those handful of companies is removed from the S&P 500, the
returns moderate considerably.

Chart 3: S&P 500 Returns Without Mega Caps

Mega Cap Stocks Drives the Market

Time Frame Ex-Mega Tech S&P 500

2012-2022 (10 Year) 9.8% 11.9%

Source: Mawer Investment Management Ltd. and FactSet. As of September 30, 2023.

Investors betting this narrow market leadership will persist for the next decade are taking a gamble with their
portfolio if they don't have meaningful small and mid cap exposure. Instead, risk-aware U.S. equity investors should
consider positioning their portfolios to be resilient across a variety of outcomes by pairing their U.S. large cap
exposure, be it passive or active, with a mid cap allocation.




Mid Caps Are the Sweet Spot of Size in Development

In our experience, the $5-40B USD market capitalization range is that sweet spot where mid cap companies have
established their competitive advantages and business models but often are still at a size where there is meaningful
growth left in their runway.

We have also had a long history as a firm of doing well finding strong companies in both Canadian and global small
caps. Most companies in global markets, such as Canada, tend to hit their sweet spot in the $500M-4B USD market
cap range as they saturate their domestic market, develop scale, and solidify competitive advantages. Most other
advanced economies are about 1/10 the size of the U.S. economy, and so it makes perfect sense then that in the
U.S., companies that are $5-40B USD of market cap are in the same stage of development as the global small cap
companies we've had a lot of success investing in as a firm.

Another case in point, our global small cap strategy has always had an underweight to the U.S. relative to its index;
they have found more attractive companies in their cap size range in Europe and Asia rather than in the U.S. as many

U.S. companies below $5B USD market cap are not yet at an established scale to have strong competitive moats.

Chart 4: Mawer Global Small Cap (GSC) U.S. Exposure
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Source: Mawer Investment Management Ltd. and FactSet. Strategy based on representative account for the Mawer Global Small
Cap Equity strategy as of September 30, 2023.



Mid Caps vs. SMID Caps?

Small-mid (SMID) cap is generally more established as the complement to large cap investing. There isn't one
universal definition of SMID, however it generally sets an upper market cap band of S20B USD.

While it's technically the definitionally most accurate complement to US large caps (the S&P 500 traditionally are the
500 largest listed US companies, and the Russell 2500, the SMID index, is the Russell 3000 — the all cap index, minus
the 500 largest companies), the fact is that most large cap managers (or the passive index) have a very small weight
in the bottom end of the S&P 500, and conversely, SMID managers might not always have a high concentration in
companies at the top end of the Russell 2500's market cap range because if they keep growing, the manager has to
sell them.

While in theory, active large cap managers may choose to come down into the mid cap segment, and active SMID-
cap managers may move up, the reality is there ends up being a gap in the weightings of most investors' portfolios in
companies in the mid cap range; and, as we said, in our experience, these tend to be the primary sweet spot of
companies to invest in in the U.S equity universe. This sweet spot is underinvested in across many investor portfolios
because of market conventions for defining asset allocation categories. A mid cap strategy solves for this problem
by providing the ideal coverage with U.S. large cap allocations without completely forfeiting exposure to small cap
companies.

You Want to Go Active in Mid Caps

The U.S. equity market is known for having a bias towards higher quality companies than global peers. By high quality,
we mean companies which are wealth-creating by virtue of their competitive advantages. This leads them to have
more stable earnings, higher margins, and stronger balance sheets. However, the degree of quality varies widely by
market cap segment.

A rudimentary proxy used to assess company quality is return on equity (ROE). The higher the return on equity, all
else equal, the higher average quality. The large cap universe—represented by the S&P 500—is very high quality:
companies with ROEs typically in the low to mid-20s. For comparison, the Russell Midcap Index is typically more in
the mid-teens and the Russell 2500 (the SMID index) in the mid to high single digits and the Russell 2000 (small cap
index) has even seen periods of negative ROE. As you decrease in market cap, the ROEs decline significantly.

Chart 5: Return on Equity Levels Across U.S. Indices

Small Cap Index SMID Index Large Cap Index
2012 13.76 19.41
2013 2_89 4.19 1387 19 42
2014 8.17 9.26 14.10 1987
2015 4.19 7.28 12.34 17.83
2016 6_80 9. 37 12.19 18.42
2017 7.56 10.59 19.60
2018 6.06 10.83
2019 3.90) 8.39
2020 3.50]
2021 6.23 11.23
2022 7.91 12.79

Source: Mawer Investment Management Ltd. and FactSet. As of September 30, 2023. Small cap by the Russell 2000 Index, SMID
cap by the Russell 2500 Index, Mid cap by the Russell Midcap Index, and Large cap by the S&P 500 Index.

Lower market cap companies are also affected by near-term market sentiment that is detached from company
fundamentals more pronouncedly than larger cap companies. The meme stock craze of 2021is an excellent example
of this, with retail traders piling into the stock of companies like GameStop Corp and AMC Holdings. As shares of



these companies briefly shot up without any real improvements to the underlying businesses, passive index
strategies would have been rebalancing into these stocks (as they now made up a larger weight in the various
indices) only to see those stocks slowly revert to their negative long-term trend.

Chart 6: AMC Holdings Meme Stock Share Valuation Example
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Source: Mawer Investment Management Ltd. and Bloomberg. As of September 30, 2023.

Another way to think about average quality is to look at the proportion of each universe where the companies don't
earn a profit. Despite the impressive market caps, there is a substantial group of mid cap companies that are not
profitable. In some cases, the growth trajectory of the business may justify a large market cap despite the current

lack of profitability, but in many cases, these are just low-quality businesses which an active mandate would avoid
owning.



Chart 7: Index Exposure to Unprofitable Companies
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Source: Mawer Investment Management Ltd. and FactSet. Profitability reported as US GAAP net income as of September 30,
2023.

Whether it's looking at ROE, momentum/hype stocks, or absolute profitability, the results are clear: when you go
below large caps, you typically sacrifice quality. While this is true on average, by applying Mawer's philosophy of
identifying companies with sustainable competitive advantages, the Mawer U.S. Mid Cap Equity strategy has
consistently been able to find ‘blue chip mid caps’ and maintain an ROE in the 20%+ range, close to the S&P 500
and usually quite a bit higher than the Russell Index.

The Mawer U.S. Mid Cap Equity Strategy

The Mawer U.S. Mid Cap Equity Strategy is designed to provide what we believe is the optimal mix of exposure to
small cap and mid cap companies by pairing more established mid caps with strong competitive advantages with
smaller caps that have higher growth potential.

We feel this approach should outperform small and SMID cap portfolios over a cycle while also providing better
downside protection thanks to the tilt towards higher quality businesses. With over three years of data from
managing this strategy, we believe our theory has some validity.



Chart 8: Mawer U.S. Mid Cap Equity Strategy Performance vs. Market Cap Indices

Performance 3 Month YTD 1 Year 2 Year 3 Year
Mawer U.S. Mid Cap
. -6.32% 6.40% 6.18% -6.30% 10.98%
Equity Strategy (Gross)
Mawer U.5. Mid Cap 6.47% 5.82% 5.49% 6.90% 10.26%
Equity Strategy (Net) e een I R R
Small Cap Index
-16.69% -4.45% -8.56% -13.70% 3.95%
SMID Cap Index
-14.80% -2.70% -4.63% -11.34% 5.51%
Mid Cap Index
-12.90% -1.28% -1.01% -9.45% 6.04%
Large Cap Index
-8.25% 10.69% 10.14% -3.02% 10.36%

Source: Mawer Investment Management Ltd. and FactSet. Strategy returns are for the U.S. Mid-Cap Equity Composite, gross and
net, in USD as of October 31, 2023. Small cap returns represented by the Russell 2000 Index, SMID cap returns represented by
the Russell 2500 Index, Mid cap returns represented by the Russell Midcap Index, and Large cap represented by the S&P 500
Index, All performance in US Dollars as of October 31, 2023.

We see opportunities evenly distributed across the cap spectrum of "mid cap" as defined by the index and as
illustrated by our positioning noted below. You'll also see an average ROE across the portfolio that is materially higher
than the benchmark while also being exposed to less financing risk given the lower-than-index debt-to-equity.
Lastly, the active share of the portfolio—a measure of how differently the portfolio is positioned from the index—
shows the portfolio is almost 95% different than the index.

Chart 9: Mawer U.S. Mid Cap Equity Strategy Portfolio Characteristics

Market cap Numberiof Portfolio Weight
Companies
Less than $1 billion 0 0%
S1 to $3 billion 6 14%
S3 to $10 billion 11 32%
$10 to $20 billion 9 21%
$20 to $40 billion 9 18%
S40 to S60 billion 3 7%
S60 billion and over 2 7%
Total 40 100%

Source: Mawer Investment Management Ltd., FactSet and Xpressfeed. Data as of October 31, 2023. Portfolio weights exclude
cash exposure.



Mawer U.S. Mid Cap Equity

Characteristics Russell Midcap Index

Portfolio
Number of Companies 40 799
ROE (%) 234 15.8
Trailing P/E 16.4 23.2
Forward P/E 18.0 16.6
Price/Book 3.0 2.4
Dividend yield (%) 0.7 1.8
Historical 3 year EPS Growth 24.2 21.1
Debt-to-equity 0.9 1.2
Active share (%) 95.3
Annual turnover (%) 46.4

Source: Mawer Investment Management Ltd., FactSet and Xpressfeed. Data as of October 31, 2023. Debt-to-equity ratio excludes
securities from the Banks and Insurance industries. Portfolio weights exclude cash exposure.

Conclusion

Diversification is arguably the only free lunch in investing and mid cap stocks offer investors uniquely attractive
properties: higher quality and liquidity than small caps and greater growth potential and lesser concentration of
returns than large caps. Naming conventions aside, if investors are seeking an optimal exposure to small, mid, and
large market cap U.S. companies, we believe the best way to do this is by pairing a dedicated mid cap allocation with
a large cap allocation.



MAWER

U.S. Mid-Cap Equity Composite

Gross-of-Fee  Net-of-Fee Composite Number of Total Composite Assets ~ Total Firm Assets
. . . X Benchmark Internal Benchmark i . - -
Period Start Period End Composite  Composite : X Gross Relationships at (millions) (millions)
Return Dispersion 3-Yr St Dev . . .
Return Return 3-Yr St Dev Period End at Period End at Period End
310ct2020 31 Dec 2020 19.89% 19.76% 19.15% - - - 1 S0 $42,883
31 Dec2020 31 Dec 2021 31.53% 30.67% 22.58% - - - 1 S0 $55,129
31 Dec2021 31 Dec 2022 -18.54% -19.07% -17.32% - - - 3 $47 $44,345
31Dec2022 31 Oct2023 6.40% 5.82% -1.28% - - - 3 $91 $43,845

Compliance Statement

Mawer Institutional claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS standards. Mawer Institutional has
been independently verified for the periods from January 1, 2007 to December 31, 2022. The verification report(s) is/are available upon request. A firm that claims compliance with the GIPS standards must
establish policies and procedures for complying with all the applicable requirements of the GIPS standards. Verification provides assurance on whether the firm'’s policies and procedures related to composite and
pooled fund maintenance, as well as the calculation, presentation, and distribution of performance, have been designed in compliance with the GIPS standards and have been implemented on a firm-wide basis.
Verification does not provide assurance on the accuracy of any specific performance report.

Definition of the Firm

For the purposes of applying the GIPS Standards, the Firm is defined as all institutional segments of Mawer Investment Management Limited ('Mawer'), collectively held out as Mawer Institutional. Private clients,
Mutual Fund Direct clients and Separately Managed Accounts (SMA) are not included in the GIPS Firm.

Composite Description

U.S. Mid-Cap equity products with a market capitalization a market capitalization of approximately USS60 billion and below, with the primary objective being growth. These products include American stocks with
a market capitalization of approximately USS60 billion and below. Includes only accounts considered Institutional.

Restrictions Maximum 15% cash and cash equivalents.
Minimum 70% U.S. Mid-Cap Equity.

Composite Creation Date January 1, 2021

Composite Inception Date October 31, 2020

Reporting Currency All numerical information is calculated and presented in US Dollars.

Investment Management Fees 65bps on first $25m, 55bps on next $25m, 50bps on next $200m, 45bps on next $250m, 40bps on balance.

The amounts of assets in the investment fee tiers are based on US Dollars.

Returns

Returns presented are time-weighted returns. Past performance does not guarantee future results.
Gross-of-fee returns include the reinvestment of all income received/earned. Gross-of-fees returns are presented before management fees and other expenses. Returns do not reflect the deduction of investment
advisory fees. Advisory fees are described in part 2 of the firm's Form ADV.

Net-of-fee returns are calculated by deducting 1/12th of the top tier of the management fee schedule (0.65%) from the monthly gross composite return. Actual fees may vary depending on the applicable fee
schedule and the size of the account. Mawer Institutional bears the costs of investment research. Research costs are not separately charged to clients.

Benchmark Russell Midcap

The Russell Midcap Index measures performance of the 800 smallest companies (31% of total capitalization) in the Russell 1000 Index.

All benchmarks are total return indices (TRIs). Composite benchmarks, if they consist of a blend of more than one index, are calculated by weighting the respective index returns on a monthly basis. Composite
and benchmark returns are in USD and net of withholding taxes, if applicable.

Internal Dispersion
Internal dispersion is calculated using the equal-weighted standard deviation of annual gross returns of those relationships that were included in the composite for

the entire period. No dispersion measure is presented when the composite consists of five or fewer portfolios for the full year.

Standard Deviation . L o . .
The three-year annualized standard deviation measures the variability of the composite gross returns and the benchmark returns over the preceding 36-month

period; it is not presented when 36 monthly returns are not available.

Trademark GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality of the

content contained herein.

Policies
Mawer Institutional's policies for valuing investments, calculating performance, and preparing GIPS reports are available upon request.

List of Composites and Pooled Funds

A list of composite descriptions, a list of limited distribution pooled fund descriptions, and a list of broad distribution pooled funds are available upon request.



Disclaimer

Mawer Investment Management Ltd. provides this publication for informational purposes only and it is not and
should not be construed as professional advice. The information contained in this publication is based on material
believed to be reliable at the time of publication and Mawer Investment Management Ltd. cannot guarantee that the
information is accurate or complete. Individuals should contact their account representative for professional advice
regarding their personal circumstances and/or financial position. This publication does not address tax or trust and
estate considerations that may be applicable to an individual's particular situation. The comments are general in
nature and professional advice regarding an individual's particular tax position should be obtained in respect of any
person's specific circumstances.

All statements, other than statements of historical fact, included in this report that address activities, events or
developments that Mawer expects or anticipates will or may occur in the future, including such things as anticipated
financial performance, are forward looking statements. The words “may”, "could”, “would", “should", "believe”, "plan”,
“anticipate’, "expect’, “intend”, "forecast’, "objective” and similar expressions are intended to identify forward looking
statements. All opinions contained in forward looking statements are subject to change without notice and are
provided in good faith but without legal responsibility. Mawer has no intention of updating any forward looking
statements whether as a result of new information, future events or otherwise, except as required by securities

legislation.

All information is in U.S. dollars unless otherwise stated. The strategy performance presented is based on the U.S.
Mid Cap Equity Composite and is gross and net of fees. Returns are calculated using a time-weighted calculation
and are annualized for periods greater than one year.

Gross-of-fee returns include the reinvestment of all income received/earned and are presented before
management fees and other expenses, and after withholding taxes, if applicable. A client's actual return will be
reduced by management fees and other expenses that may be incurred in the management of the client account.
Mawer Investment Management Ltd.'s management fee schedule is outlined in Part 2A of its Form ADV. Net-of-fee
returns are calculated by deducting 1/12th of the top tier of the management fee schedule from the monthly gross-
of-fee returns of the composite. Actual fees may vary depending on the applicable fee schedule and the size of the
account.

Past performance does not guarantee or indicate future results. All financial investments involve an element of risk.
The value of investments may rise and fall so you may get back less than originally invested. Investors should
consider the risks, including lower returns, related to currency movements between their investing currency and the
portfolio’s base currency, if different. Investors should be aware that forward-looking statements and forecasts may
not be realized.

References to specific securities are presented for informational purposes only. Information relating to investment
approaches or individual investments should not be construed as advice or endorsement. Any views expressed were
prepared based upon the information available at the time and are subject to change. All information is subject to
possible correction. In no event shall Mawer be liable for any damages arising out of, or in any way connected with,
the use or inability to use this information appropriately.

References to market or composite indices, benchmarks, or other measures of relative market performance over a
specified period of time are provided for information only. Reference or comparison to an index does not imply that
the portfolio will be constructed in the same way as the index or achieve returns, volatility, or other results similar to
the index.

The MSCI information may only be used for your internal use, may not be reproduced or redisseminated in any form
and may not be used as a basis for or a component of any financial instruments or products or indices. None of the
MSCI information is intended to constitute investment advice or a recommendation to make (or refrain from making)
any kind of investment decision and may not be relied on as such. Historical data and analysis should not be taken as
an indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information is
provided on an “as is" basis and the user of this information assumes the entire risk of any use made of this
information. MSCI, each of its affiliates and each other person involved in or related to compiling, computing or
creating any MSCI information (collectively, the "“MSCI Parties") expressly disclaims all warranties (including, without
limitation, any warranties of originality, accuracy, completeness, timeliness, non-infringement, merchantability and
fitness for a particular purpose) with respect to this information. Without limiting any of the foregoing, in no event
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shall any MSCI Party have any liability for any direct, indirect, special, incidental, punitive, consequential (including,
without limitation, lost profits) or any other damages. (www.msci.com)

London Stock Exchange Group plc and its group undertakings (collectively, the "LSE Group"). © LSE Group 2024.
FTSE Russell® is a trading name of certain of the LSE Group companies. FTSE® is a trade mark(s) of the relevant
LSE Group companies and is/are used by any other LSE Group company under license. "TMX®" is a trade mark of
TSX, Inc. and used by the LSE Group under license. All rights in the FTSE Russell indexes or data vest in the relevant
LSE Group company which owns the index or the data. Neither LSE Group nor its licensors accept any liability for any
errors or omissions in the indexes or data and no party may rely on any indexes or data contained in this
communication. No further distribution of data from the LSE Group is permitted without the relevant LSE Group
company's express written consent. The LSE Group does not promote, sponsor or endorse the content of this
communication.

For the purposes of applying the GIPS Standards, the Firm is defined as all institutional segments of Mawer
Investment Management Limited (Mawer"), collectively held out as Mawer Institutional. Private clients, Mutual Fund
Direct clients and Separately Managed Accounts (SMA) are not included in the GIPS Firm.

To receive additional information regarding Mawer Institutional, including GIPS-compliant performance information
for Mawer Institutional's strategies and products, contact us at info@mawer.com.

Mawer Institutional claims compliance with the Global Investment Performance Standards (GIPS®)

GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor
does it warrant the accuracy or quality of the content contained herein.

Be Boring. Make Money.™ This is the goal of our investment philosophy and not a promise or guarantee of
investment performance.

MAWER ,,

Be Boring. Make Money.”
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