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Highlights

e Small and medium-sized companies, often global market leaders, drive the European economy forward

e Since 2000, small caps have generated an annual return of a solid 7%, approximately 4% alpha to large caps
e The recent phase of weakness in small caps offers investors an attractive entry opportunity

Small and medium-sized companies, also known as small
and mid caps, are often global market leaders that are
strongly positioned in the value chains of important
economic sectors, but at the same time are unknown to
the wider market and receive less attention from analysts.
They are characterized by resilient, structural and
significant growth. Proprietary technologies and a long-
term orientation are among these companies' recipes for
success, ensuring alignment of interests with investors
and making them the driving force behind the
European economy. Smaller companies are also
indispensable  for the upcoming sustainability
transformation.

Since 2000, small caps have risen by an impressive
3959%o, which corresponds to an annual return of a good
7% (approximately 4% per year better than large caps).
Since 2003, the annual return has even been around
10%, which is well above the growth of comparable,
other liquid asset classes.

This underlines the strong growth potential of these
companies and the long-term superiority of this asset
class.

But how have small caps performed over the last 24
months? Small companies have faced significant
challenges and headwinds during this period as they have
been confronted with economic uncertainty, increased
costs and volatile market conditions. At the same time,
many investors have increasingly shifted their funds into
large caps, which are seen as more stable and less risky.

In retrospect, phases of underperformance have always
been followed by pronounced outperformance phases.
In view of the long-term superiority of the asset class, this
should now be an attractive entry point for investors
who are anti-cyclical and forward-looking in their
allocation.
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SMALL AND MEDIUM-SIZED ENTERPRISES: THE ENGINE OF THE EUROPEAN
ECONOMY WITH IMPRESSIVE GROWTH

Highlights

e The major catalysts for a small-cap outperformance are: Interest rate cuts, an improving economic outlook,
historically low valuations and the current under-allocation of investor money

e All four catalysts begin to interlock with each other and develop positively

The main catalysts that could trigger the start of the + Catalyst 3: Low valuation both in absolute terms and
small-cap outperformance are: relative to large caps:
+ Catalyst 1: Interest rate cuts: Small caps, which are currently cheaply valued, offer

attractive upside potential compared to more
expensively valued large caps, making them an enticing
investment opportunity.

Lower interest rates reduce financing costs, improve profit
margins and encourage investment. Central banks such as
the ECB, the SNB and the Riksbank have already cut

interest rates and thus initiated a turnaround in + Catalyst 4: Current under-allocation of institutional
monetary policy. Historically, interest rate cuts have investors (flow of funds):
always been followed by small-cap outperformance
phases. Since 2022, institutional investors have invested less
capital in small caps, which means that these companies
- Catalyst 2: Improved economic outlook, with leading could benefit significantly from a shift in investment
indicators above expectations: flows.  Historically, flows have followed the

outperformance of small caps and had a trend-
reinforcing effect. A self-amplifying mechanism can be
observed.

A positive economic outlook, supported by strong
leading indicators, can boost confidence in small
businesses and improve their growth prospects.
All four catalysts are currently signaling a very positive
risk/reward ratio for European small caps and are
beginning to interlock.
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penalties.

Liability disclaimer

The information in this publication has been compiled from data believed to be accurate; however, we
do not assume any liability or guarantee for the accuracy and completeness of the information.
Although we have prepared this publication with care, it cannot be ruled out that it is incomplete or
contains errors. Therefore, the publisher, its directors, officers or employees shall not be liable for the
accuracy or completeness of the information. Any inaccuracies or incompleteness of the information do
not justify any liability, neither for direct nor for indirect damages.

The statements on the market situation contained herein represent our own view of the circumstances
described. This is neither a general validity nor a recommendation or investment advice. The
statements made in the publication or the investment strategy of the fund may be changed at any
time without prior notice within the respective contractual and legally permissible limits.

Furthermore, this publication does not meet the legal requirements to ensure the impartiality of
financial analyses. The products or financial instruments mentioned are not subject to the ban on
trading prior to the publication of financial analyses.

This publication is a promotional presentation intended solely to provide individual information. This
must not be construed as a recommendation or an invitation to submit an offer to purchase securities
or fund units. Investment decisions should only be made on the basis of the current sales documents
(Key Investment Information, Sales Prospectus (which also contains the sole authoritative Terms and
Conditions of Investment), annual and semi-annual reports). The sales documents are available free of
charge from Universal-Investment-Gesellschaft mbH, Kreissparkasse Kéln, CHOM CAPITAL GmbH and
on the website http://www.universal-investment.com.

Awards and logos used

The European Transparency Logo for Sustainability Funds indicates that CHOM CAPITAL is committed
to providing accurate, adequate and timely information to enable interested parties, in particular
clients, to understand the sustainable investment approaches and methods of the respective fund.
Detailed information about the European Transparency Code can be found at www.eurosif.org. The
Transparency Code is managed by Eurosif, an independent organization. The European SRI
Transparency Logo represents the fund manager's commitment as described above. It is not to be
understood as an endorsement of any particular company, organization or individual.

Risk information

It should be noted that investments in fund units also involve risks in addition to the opportunities for
price increases. Unit prices of fund shares may rise or fall compared with the cost price. This depends
in particular on the development of the capital markets or on special developments of the respective
issuers, which are not always foreseeable. No assurance can be given that the objectives of the
investment policy will be achieved. Nor can any assurance be given that, in the event of a redemption
of units, the unit holder will recover the value of his or her original investment. For detailed
information on the individual investment risks, please refer to the sales prospectus. Past performance
is no indicator of future performance and no guarantee of success in the future. Fund shares of the
Company should only be purchased by institutional investors or experienced (advised, sophisticated)
investors who are aware of the risks involved in investing in shares, share certificates, other equity
securities in companies and derivatives. It is assumed that the investors are able to assess all
expected risks through their own economic experience and take them into account in their investment
decision-making process.
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