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Q1 2021 Commentary
The Knowledge Leaders Developed World ETF returned 3.11% in 
the first quarter of 2021, slightly trailing both the Morningstar DM 
Large-Mid Cap Index and the Morningstar DM xUS Large-Mid Cap 
Index. Over the last year, the fund was up 52.11% as it broadly 
participated in one of the strongest rallies in modern time and even 
bested the performance of the international stock index by 5%. 

Even though the fund slightly lagged broad global indexes in the 
first quarter, we see signs that the macro environment is morphing 
in a way that may favor the fund’s strategy and allocations over 
time. Three items of particular interest to our investors are the 
directional bias of the US dollar, the rotation taking place among 
equities of different capitalization sizes, and the rotation taking 
place among cyclical and defensive stocks. The US dollar was up 
almost 4% in the first quarter of 2021 after having fallen nearly 10% 
from March 2020 through December 2020. A rising US dollar 
generally favors domestic vs. international securities(cont'd, p. 2)
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The fund earned 3 stars overall of 762 World Large Stock funds as of 3/31/21 based 
on risk-adjusted performance.
About the Advisor: Knowledge Leaders Capital identified the Knowledge Effect and 
created the first investment methodology that seeks to capture the excess returns of 
highly innovative companies.
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3 Months YTD 1 Year 3 Years 5 Years
Since

Inception

Knowledge Leaders Developed World ETF (NAV)

Morningstar DM Large-Mid Cap NR USD

Morningstar DM xUS Large-Mid NR USD

US Fund World Large Stock

3.11 3.11 52.11 9.93 12.51 11.05

4.92 4.92 54.19 12.58 13.28 10.90

3.98 3.98 47.10 6.55 9.16 6.83

4.74 4.74 55.83 11.87 12.86 10.29

3 Months YTD 1 Year 3 Years 5 Years Since
Inception

Knowledge Leaders Developed World ETF (MP) 3.59 3.59 52.96 9.61 12.51 11.09
The performance data quoted here represents past performance. Past performance is no guarantee of future results. 
Investment return and principal value will fluctuate, so that an investor’s shares, when redeemed, may be worth more or 
less than their original cost. Current performance may be lower or higher than the performance information quoted. Returns 
shown for less than one year are cumulative. To obtain performance information current to the most recent month-end 
please visit our website at www.knowledgeleadersfunds.com/kldw. Ratings may reflect fee waivers in effect; in their 
absence, ratings may have been lower. Ratings for other share classes may vary. As of 3/31/21, KLDW was rated against 
the following numbers of U.S.-domiciled World Large Stock funds: 762 funds in the last three years and overall, and 645 
funds in the last five years, receiving a rating of 3 stars for all periods. Source: Morningstar Direct



Q1 2021 Commentary, continued
due to the currency component of returns. The strength was predicated upon strongly rising economic growth and bond yields in the United 
States, which made US dollar assets of all kinds attractive to foreign investors. However, structural factors that influence the direction of the 
dollar remain firmly in support of a weaker US currency over time. Those factors include the ballooning US government budget deficit and the 
ever-present trade deficit the US shares with the rest of the world. As the US dollar slowly adjusts to those structural forces, we expect 
international stocks to regain the FX tailwind they enjoyed for most of 2020. This scenario may generally benefit KLDW since the fund is nearly 
75% allocated to foreign assets.

We also see a macro environment that may favor smaller and more cyclical stocks as the cycle progresses. In 2021 and 2022 the US and 
global economies will enjoy reflation from monetary and fiscal policy, as well as more normal consumer spending patterns as COVID-19 
vaccinations roll out. We expect these items to put moderate pressure on consumer and producer prices, perhaps resulting in a period of 
above-trend inflation. Just as low and falling inflation from 2010-2020 favored large-cap, stable-growth stocks, our work suggests that rising 
and above-trend inflation would favor relatively smaller and more cyclical (or value-oriented) stocks. Indeed, this rotation is already playing out 
as smaller stocks have outperformed larger stocks by about 20% since 3Q20 and global value stocks have outperformed global growth stocks 
by about 10% over the same period. These relative performance dynamics were somewhat muted in 1Q21, but we expect them to reassert 
themselves as 2021 progresses. 

KLDW is uniquely positioned to benefit from these trends for two reasons: 1) position sizing is roughly equal weighted to global innovators and 
not skewed just to the largest innovators, and 2) even though the fund is neutral to value and growth factors, sector over and underweights 
may help KLDW benefit from a more cyclical market period. In fact, KLDW’s largest overweights are toward the cyclical sectors of consumer 
discretionary, industrials and materials.  
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Knowledge Leaders Developed World ETF - Performance

Time Period: 4/1/2016 to 3/31/2021

Calculation Benchmark: Morningstar DM xUS Large-Mid NR USD
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Portfolio Manager

Bryce Coward, CFA, CFP

Bryce Coward is Deputy Chief 
Investment Officer and Portfolio 
Manager for Knowledge Leaders 
Capital and the Knowledge Leaders 
Strategy. An equity manager for more 
than 12 years, Mr. Coward holds a 
bachelor’s degree in international 
business and a master of business in 
finance from the University of Denver. 
He is a CFA charterholder and a 
Certified Financial Planner.

Portfolio Manager

Steven C. Vannelli, CFA

Steven Vannelli is founder and CEO of 
Knowledge Leaders Capital and Chief 
Investment Officer of the Knowledge 
Leaders Strategy. An equity manager 
for more than 20 years, Mr. Vannelli 
holds a bachelor's degree in finance 
from the University of Denver and is a 
CFA charterholder.

Source: Morningstar Direct



Knowledge Leaders Developed World ETF - Equity Country Exposure

Portfolio Date: 3/31/2021
%

Japan 35.4

United States 26.7

United Kingdom 5.9

Sweden 5.0

Germany 3.9

Australia 3.7

Canada 3.5

France 3.3

Switzerland 3.0

Netherlands 2.1

Italy 2.0

Denmark 1.6

Israel 1.2

Spain 0.8

Finland 0.7

Singapore 0.6

Belgium 0.3

New Zealand 0.1

Total 100.0

Knowledge Leaders Developed World ETF - Top 25 Holdings

Portfolio Date: 3/31/2021

Allocations are subject to change Country
Portfolio

Weighting %

ASML Holding NV ADR

George Weston Ltd

Advance Auto Parts Inc

PPG Industries Inc

Zimmer Biomet Holdings Inc

Yakult Honsha Co Ltd

Konami Holdings Corp

Emerson Electric Co

Boral Ltd

PayPal Holdings Inc

Cie Financiere Richemont SA

Komatsu Ltd

Stora Enso Oyj Class R

Davide Campari-Milano NV Az nom Post Frazionamento

Adobe Inc

Sumitomo Chemical Co Ltd

Fujitsu Ltd

Lam Research Corp

Synopsys Inc

NVIDIA Corp

Hasbro Inc

CAE Inc

M3 Inc

Apple Inc

Compagnie de Saint-Gobain SA

NLD 1.16

CAN 1.09

USA 1.04

USA 1.02

USA 1.01

JPN 0.93

JPN 0.82

USA 0.77

AUS 0.75

USA 0.72

CHE 0.72

JPN 0.71

FIN 0.69

ITA 0.68

USA 0.68

JPN 0.67

JPN 0.66

USA 0.66

USA 0.65

USA 0.64

USA 0.63

CAN 0.63

JPN 0.63

USA 0.63

FRA 0.62

Knowledge Leaders Developed World ETF - Equity Sectors (GICS)

Portfolio Date: 3/31/2021
%

Information Technology 20.0

Industrials 19.9

Consumer Discretionary 17.3

Healthcare 15.2

Consumer Staples 10.2

Materials 10.0

Communication Services 6.0

Utilities 0.9

Energy 0.5

Financials 0.0

Real Estate 0.0

Total 100.0

Allocation Analysis

KLDW is uniquely positioned as a diversified innovation fund. The 
fund’s holdings span nine of 11 economic sectors across 18 
countries. 

Our process seeks roughly equal weighted exposure to the 
world’s most highly innovative companies so that, to the extent 
possible, we maximize our exposure to innovation as opposed to 
market capitalization effects evident in most equity benchmarks. 
As such, the geographic and sector weighting is a function of the 
global distribution of highly innovative firms. 

The Asia Pacific region remains the fund’s largest region 
overweight while the United States remains the fund’s largest 
country underweight. From a sector standpoint, industrials is the 
fund’s largest overweight and financials is the largest 
underweight. 

Source: Morningstar Direct



Equity securities, such as common stocks, are subject to market, economic and business risks that may cause their prices 
to fluctuate. Currency Risk is the risk that the values of foreign investments may be affected by changes in the currency 
rates or exchange control regulations. Investments in foreign securities may involve risks such as social and political 
instability, market illiquidity, exchange-rate fluctuations, a high level of volatility and limited regulation. Investing in emerging 
markets involves different and greater risks, as these countries are substantially smaller, less liquid and more volatile than 
securities markets in more developed markets. The Fund’s return may not match or achieve a high degree of correlation with 
the return of the Index. 

Please consider the Fund’s investment objectives, risks, charges and expenses before investing. The prospectus or summary 
prospectus that contains this and other information about the Fund is available by calling 844-428-3525 and should be read 
carefully. 

Shares of the Funds may be sold throughout the day on the exchange through any brokerage account. However, shares are 
not individually redeemable, and may only be redeemed directly from the Fund by Authorized Participants, in very large 
creation/ redemption units. There can be no assurance that an active trading market for shares of an ETF will develop or be 
maintained. Shares may trade above or below NAV. Equity securities, such as common stocks, are subject to market, 
economic and business risks that may cause their prices to fluctuate. Currency Risk is the risk that the values of foreign 
investments may be affected by changes in the currency rates or exchange control regulations. Investments in foreign 
securities may involve risks such as social and political instability, market illiquidity, exchange-rate fluctuations, a high level 
of volatility and limited regulation. Investing in emerging markets involves different and greater risks, as these countries are 
substantially smaller, less liquid and more volatile than securities markets in more developed markets. 

The Knowledge Leaders Developed World ETF is distributed by Foreside Fund Services, LLC. The NAV is the ETF’s per share 
value. The market price is the price that the ETF share currently trades in the secondary market.

Allocations are subject to change. The NAV is the ETF’s per share value. The market price is the price that the ETF share currently trades in the secondary market. 
Alpha is a measure of the portfolio’s risk adjusted performance. When compared to the portfolio’s beta, a positive alpha indicates better-than-expected portfolio 
performance and a negative alpha worse-than-expected portfolio performance. Basis point is one hundredth of one percent. Beta is a measure of the funds sensitivity 
to market movements. A portfolio with a beta greater than 1 is more volatile than the market and a portfolio with a beta less than 1 is less volatile than the market. 
Correlation is the extent to which the returns of different types of investments move in tandem with one another in response to changing economic and market 
conditions. Correlation is measured on a scale of -1 (negatively correlated) to +1 (completely correlated). Low correlation or negative correlation to traditional stocks 
and bonds may help reduce risk in a portfolio and provide downside protection. Standard Deviation is a calculation used to measure variability of a portfolio’s 
performance. Sharpe Ratio uses a fund’s standard deviation and its excess return (the difference between the fund’s return and the risk-free return of 90-day Treasury 
Bills) to determine reward per unit of risk. Treynor Ratio is a risk-adjusted measure of return based on systematic risk. It is similar to the Sharpe ratio, with the 
difference being that the Treynor ratio uses beta as the measurement of volatility. Turnover is a measure of how frequently assets within a fund are bought and sold 
by the managers. The Morningstar Developed Markets Large-Mid Cap Index is a subset of large-cap and mid-cap stocks in the Morningstar Developed Markets Index, 
a broad market Index representing 97  of Developed Markets equity market capitalization. The Morningstar Developed Markets ex-US Large-Mid Cap Index measures 
the performance of Developed Markets ex-US equity markets targeting the top 90  of stocks by market capitalization.

The Morningstar Developed Markets Large-Mid Cap Index is a subset of large-cap and mid-cap stocks in the Morningstar Developed Markets Index, a broad market Index 
representing 97  of Developed Markets equity market capitalization. The Morningstar Developed Markets ex-US Large-Mid Cap Index measures the performance of Developed 
Markets ex-US equity markets targeting the top 90  of stocks by market capitalization. The Morningstar Rating�� for funds, or “star rating”, is calculated for managed products 
(including mutual funds, variable annuity and variable life subaccounts, exchange-traded funds, closed-end funds, and separate accounts) with  at least a three-year history. 
Exchange-traded funds and open-ended mutual funds are considered a single population for comparative purposes. It is calculated based on a Morningstar Risk-Adjusted Return 
measure that accounts for variation in a managed product’s monthly excess performance, placing more emphasis on downward variations and rewarding consistent 
performance. The Morningstar Rating does not include any adjustment for sales loads. The top 10  of products in each product category receive 5 stars, the next 22.5  receive 4 
stars, the next 35  receive 3 stars, the next 22.5  receive 2 stars, and the bottom 10  receive 1 star. The Overall Morningstar Rating for a managed product is derived from a 
weighted average of the performance figures associated with its three-, five-, and 10-year (if applicable) Morningstar Rating metrics. The weights are: 100  three-year rating for 
36-59 months of total returns, 60  five-year rating/40  three-year rating for 60-119 months of total returns, and 50  10-year rating/30  five-year 
rating/20  three-year rating for 120 or more months of total returns. While the 10-year overall star rating formula seems to give the most weight to the 10-year period, the most 
recent three-year period actually has the greatest impact because it is included in all three rating periods. ©2020 Morningstar, Inc. All Rights Reserved. The information
contained herein: (1) is proprietary to Morningstar; (2) may not be copied or distributed; and (3) is not warranted to be accurate, complete or timely. Neither Morningstar nor its 
content providers are responsible for any damages or losses arising from any use of this information. Past performance is no guarantee of future results. Knowledge Leaders 
Funds are not sponsored, endorsed, sold or promoted by Morningstar, Inc. or any of its affiliates (all such entities, collectively, “Morningstar Entities”). The Morningstar Entities 
make no representation or warranty, express or implied, to the owners of the Knowledge Leaders Funds or any member of the public regarding the advisability of investing in 
mutual funds or ETFs generally or in the Knowledge Leaders Funds in particular or the ability of the Knowledge Leaders Funds to track mutual fund or ETF market performance. 
THE MORNINGSTAR ENTITIES DO NOT GUARANTEE THE ACCURACY AND/OR THE COMPLETENESS OF THE KNOWLEDGE LEADERS FUNDS OR ANY DATA INCLUDED THEREIN 
AND MORNINGSTAR ENTITIES SHALL HAVE NO LIABILITY FOR ANY ERRORS OMISSIONS, OR INTERRUPTIONS THEREIN.

Source: Morningstar Direct




