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Although the first days of 2021 seemed like a continuation of the calamitous events of 2020, the equity markets
powered higher as investors eyed policy stimulus and a post-vaccine recovery. The first quarter of the New Year started
strong, with major indexes hitting fresh record highs last week. Democrats were able to flip the U.S. Senate following a
pair of tight runoff victories in Georgia, potentially paving the way for more fiscal stimulus and infrastructure expansion
later in the year.
While politics might steal most of the headlines as of late, the start of another quarter signals the updates to our ETF
Global Dynamic Model Portfolios, including all 4 of the “base” portfolios and the 8 “tilts.” It seems many investors may
expect Washington to soon try to send bigger cash payments to most Americans, spend more on infrastructure and
provide other support for the struggling economy. This seemed obvious in our ETFG Quant Model for the quarterly
selection.

The ETFG Dynamic Model Portfolio program began 2020 by overweighting mid and small-cap funds with a tilt towards
value. This was driven once again by their higher fundamental scores relative to larger cap peers. While a continuously
rising tide of investor sentiment seemed to essentially lift most indices back to their pre-COVID highs, our ETFG Quant
model continues to favor funds with a “smaller focus” for the first quarter of 2021.
This trend can clearly be seen in our domestic allocation, where the top-rated fund, iShares S&P Small-Cap 600 ETF (IJR),
was replaced by iShares S&P Small-Cap Value ETF (IJS). Both funds were strong performers, especially IJS, which slightly
outperformed the Russell 1000 Value Index over the past three months. So why has the model shifted its favor to
smaller-cap funds?
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As we discussed last quarter, the trend toward small-cap funds began some time ago, partly driven by some of their
substantially higher fundamental scores relative to their larger peers. The SPDR S&P 500 ETF (SPY) now trades with a
weighted average P/E ratio of 28.26, while the iShares S&P Small-Cap Value 600 ETF (IJS) has a weighted average P/E of
18.27, closer to the bottom of its own range.
Value, which may continue to outperform core and growth funds, continues to build in favor as the ETFG Quant model
shifted away from “core” productions into Value with the inclusion of Invesco S&P MidCap 400 Pure Value ETF (RFV).
Meanwhile, our ETFG Quant Behavioral scores have also risen for blue chip and even ESG themes, thanks to an increase
in momentum along with higher values for our contrarian sentiment indicators. This can be seen with the addition of
iShares Dow Jones U.S. ETF and iShares MSCI KLD 400 Social ETF (DSI).
There were also some interesting changes within the International sleeve of our portfolios as the ETFG Quant model
shifts in strategy while holding constant our country exposures. The fourth quarter allocation was split between factor
and single country exposure ETFs. The model has since shifted away from Low Vol products and towards more blended
Factor products with the addition of the WisdomeTree International Multifactor fund (DWMF) and The First Trust
Developed Markets ex-US AlphaDEX Fund (FDT). Allocations to the Pacific Rim are boosted by the return of two countryspecific funds offering enhanced exposure to stocks in Singapore and South Korea with iShares MSCI Singapore ETF
(EWS) and iShares MSCI South Korea ETF (EWY).
That shift towards “multi-factor” stocks in Asia also impacted our emerging market allocation with the additions of the
First Trust Emerging Markets AlphaDEX Fund (FEM) and WisdomeTree Emerging Markets Multifactor fund (EMMF). Each
fund uses a blend of factors with a focus on capital appreciation. This explains why each fund has a large allocation to
Chinese stocks, compared to 40% for the MSCI Emerging Market Index.
Thank you for following the ETF Global Dynamic Model Portfolios, you can find an overview and performance
information at http://www.etfg.com/about-model-portfolios. To learn more about our ETFG Model Portfolio strategy,
please email us at sales@etfg.com or call us at (212) 223-ETFG (3834).

Assumptions, opinions and estimates constitute our judgment as of the date of this material and are subject to change without notice. ETF Global LLC (“ETFG”) and its affiliates and any third-party providers, as well as their directors, officers,
shareholders, employees or agents (collectively ETFG Parties) do not guarantee the accuracy, completeness, adequacy or timeliness of any information, including ratings and r ankings and are not responsible for errors and omissions or for the
results obtained from the use of such information and ETFG Parties shall have no liability for any errors, omissions, or interruptions therein, regardless of the cause, or for the results obtained from the use of such inform ation. ETFG PARTIES
DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO ANY WARRANTIES OF MERCHANTABILITY, SUITABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE. In no event shall ETFG Parties be liable to any
party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs) in connection with
any use of the informat ion contained in this document even if advised of the possibility of such damages.
ETFG ratings and rankings are statements of opinion as of the date they are expressed and not statements of fact or recommend ations to purchase, hold, or sell any securities or to make any investment decisions. ETFG ratings and rankings should
not be relied on when making any investment or other business decision. ETFG’s opinions and analyses do not address the suitability of any security. ETFG does not act as a fiduciary or an investment advisor. While ETFG has obtained information
from sources they believe to be reliable, ETFG does not perform an audit or undertake any duty of due diligence or independent verification of any information it receives.
This material is not intended as an offer or solicitation for the purchase or sale of any security or other financial instrument. Securities, financial instruments or strategies mentioned herein may not be suitable for all investors. Any opinions expressed
herein are given in good faith, are subject to change without notice, and are only correct as of the stated date of their issue. Prices, values, or income from any securities or investments mentioned in this report may fall against the interests of the
investor and the investor may get back less than the amount in vested. Where an investment is described as being likely to yield income, please note that the amount of income that the investor will receive from such an investment may fluctuate.
Where an investment or security is denominated in a different currency to the investor's currency of reference, changes in rates of exchange may have an adverse effect on the value, price or income of or from that investment to the investor.`
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