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Q2 2021 Performance Update & Commentary
The Knowledge Leaders Developed World ETF returned 6.29% in the second 
quarter of 2021, compared to 5.46% for the Morningstar DM xUS Large-Mid 
Cap Index and 7.49% for the Morningstar DM Large-Mid Cap Index. Over the 
last year, the fund was up 35.29% as it broadly participated in one of the 
strongest rallies in modern time, besting the performance of the international 
stock index by 1.4% (Data above, NAV, as of 6/30/21). We are living through a 
unique time in history when it comes to innovation. In our opinion, the theme 
of “innovation” has been so distorted in popular press, financial products and 
conversation that it has become almost disconnected from what the same 
word meant just a decade ago. Today, when news articles refer to 
“innovation” and “innovative companies,” it has become code for high-growth 
technology or biotech companies. Little attention is given to the fact that 
many of the companies that are awarded the “innovation” moniker lack profits, 
and sometimes actual marketable products. More attention is being focused 
on the largest “innovators,” the behemoth tech companies, and how at least 
some of their recent success is a derivative of anti-competitive or oligopolistic 
behavior. Indeed, the appetite to address the challenges of industry 
concentration (specifically in tech) among both sides of the political aisle as 
well as the public seem to be growing by the day. In fact, just recently the 
President of the United States signed an executive order that specifically 
seeks to have previous mergers by large tech companies (continued, pg. 2)
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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 Blend

6.29 9.60 35.29 12.12 13.57 11.70
7.49 12.77 38.83 14.72 14.72 11.76
5.46 9.66 33.98 8.75 10.55 7.49
6.53 12.11 37.79 13.03 12.97 10.43

3 Months YTD 1 Year 3 Years 5 Years
Since

Inception

Knowledge Leaders Developed World ETF (MP) 6.32 10.14 35.47 12.22 13.49 11.75

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 waivers in effect; in their absence, ratings may have been 
lower. Ratings for other share classes may vary. US Fund World Large-Stock Blend is the Morningstar category average. As of 6/30/21, 
KLDW was rated for risk-adjusted performance vs. the following numbers of U.S.-domiciled World Large-Stock Blend funds: 
282 funds in the last three years and overall, and 239 funds in the last five years, receiving a rating of 3 stars for all periods. 
Source: Morningstar Direct



Commentary, continued
reexamined for anti-competitive motives. Amid all the noise, we as a firm remain focused on innovation rather than “innovation.” What does that mean? To us, it 
means quantifying the amount of money companies invest in research & development, employee training, databases, brands, etc., and drawing the connection 
between those investments and sustainable firm profits. Indeed, there is a reason why Knowledge Leaders on average generate higher profitability and higher 
growth rates than other companies. It is because Knowledge Leaders invest twice as much on average in innovative investments than other companies and have a 
higher level of total capital investment than other firms. Focusing on innovation rather than “innovation” also means taking a global point of view. Yes, the US is the 
home of the largest innovators, but the Asia-Pacific and European regions each have around the same number of innovators as the US does, by our methodology. 
Interestingly, when we venture outside the US, we find an even more acute connection between innovative capital investments and sustainable firm profits & 
growth. Indeed, our international Knowledge Leaders invest almost 3x as much on innovative investments than other firms. As a result, our international Knowledge 
Leaders have a return on equity that is 50% greater than other foreign firms and a sales growth rate that is twice as high over the last decade. Lastly, focusing on 
innovation rather than “innovation” means recognizing that innovation is taking place in every part of the economy and not just in technology. When we tally up 
investments in innovation by sector we notice that some of the largest differences between our Knowledge Leaders and other companies actually occur in sectors 
like materials, industrials and consumer discretionary. Similarly, we see large differences in profitability and growth rates among Knowledge Leaders in these sectors 
compared to other companies. This means, ironically, that the greatest opportunity to actually profit from an innovation related strategy – and not just a tech strategy 
– may be to put a greater emphasis on innovation outside of tech. For these reasons and others, our process is able to uncover value in highly innovative companies 
that those focused on “innovation” may miss. For example, everyone knows about Pfizer’s role in producing a lifesaving COVID-19 vaccine. But, did you know that a 
German chemical company called Evonik Industries created the lipid nanoparticle shell that actually transports the vaccine’s mRNA into human cells? Everyone 
knows about the latest Apple AirPods, but did you know that Danish jewelry maker Pandora has figured out how to grow diamonds in a lab that are chemically and 
visually identical to those extracted from the earth? Just think of the long-term positive environmental impacts of lab-grown diamonds. Broadly investing in companies 
with histories of tangible innovation results distinguish the Knowledge Leaders Strategy from others. Maintaining a high degree of geographical, sectoral, and market 
cap diversification may also mean our approach is sustainable through varying growth, inflation, and policy regimes. In any case, while the world’s eyes are fixated on 
“innovation,” we remain focused on the constant progress of global innovators and how that progress can translate to excess risk-adjusted returns over time.    
--Bryce Coward, CFA, and Steve Vannelli, CFA, June 30,2021

Knowledge Leaders Developed World ETF - Performance
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Time Period: 7/1/2016 to 6/30/2021

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: 6/30/2021
%

Japan 32.8

United States 30.6

United Kingdom 6.0

Sweden 5.0

Australia 4.1

Germany 3.9

France 3.7

Canada 3.1

Netherlands 2.1

Switzerland 2.0

Italy 1.9

Denmark 1.5

Israel 1.3

Singapore 0.6

Norway 0.5

Spain 0.3

Belgium 0.3

Brazil 0.2

Total 100.0

Knowledge Leaders Developed World ETF - Top 25 Holdings

Portfolio Date: 6/30/2021

Allocations are subject to change Country
Portfolio

Weighting %

Church & Dwight Co Inc

Loblaw Companies Ltd

ASML Holding NV ADR

PPG Industries Inc

Boral Ltd

NVIDIA Corp

Toyo Suisan Kaisha Ltd

PayPal Holdings Inc

Fujitsu Ltd

Adobe Inc

Advance Auto Parts Inc

Konami Holdings Corp

Emerson Electric Co

Davide Campari-Milano NV Az nom Post Frazionamento

CSL Ltd

Intuit Inc

Synopsys Inc

Lam Research Corp

Pernod Ricard SA

Shift Inc

ASICS Corp

Sumitomo Rubber Industries Ltd

Compagnie de Saint-Gobain SA

Sumitomo Chemical Co Ltd

FUJIFILM Holdings Corp

USA 1.49

CAN 1.33

NLD 1.22

USA 1.08

AUS 0.93

USA 0.90

JPN 0.83

USA 0.82

JPN 0.81

USA 0.78

USA 0.78

JPN 0.78

USA 0.78

ITA 0.77

AUS 0.72

USA 0.70

USA 0.68

USA 0.67

FRA 0.67

JPN 0.67

JPN 0.66

JPN 0.65

FRA 0.65

JPN 0.64

JPN 0.64

Knowledge Leaders Developed World ETF - Equity Sectors (GICS)

Portfolio Date: 6/30/2021

%

Information Technology 22.2

Industrials 18.3

Healthcare 16.5

Consumer Discretionary 13.9

Consumer Staples 12.9

Materials 8.5

Communication Services 6.9

Utilities 0.6

Energy 0.3

Total 100.0

Allocation Analysis
KLDW is uniquely positioned as a diversified innovation fund. The fund’s holdings 
span 9 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 IMST Distributors, 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.

Regarding the Knowledge Leaders companies mentioned in the commentary on pg. 2, Evonik Industries, Pfizer, Apple and Pandora were not held in the KLDW 
ETF as of 6/30/21. Innovator data on pg. 2 source: Knowledge Leaders Capital.

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 changes in 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. Overall Capture Ratio 
is calculated by dividing the up capture ratio by the down capture ratio. 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. Sortino ratio is the excess return over the risk-free rate divided 
by the downside semi-variance as a measure of downside risk. 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 
World Large-Stock Blend category contains portfolios that invest in a variety of international stocks and typically skew towards large caps that are fairly 
representative of the global stock market in size, growth rates and price.

The Morningstar RatingTM 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. 
©2021 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




