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INDEX OVERVIEW

Expected outcomes

An investor-centric definition of growth and benefits

Traditional growth indices often use price-derived signals like; forward P/E 1. Measures true business growth —

ratios, PEG ratios or analyst forecasted EPS growth. These measures reflect
expectations (and often investor enthusiasm), not actual business progress.

By contrast, the RAFI Fundamental Growth Index uses metrics that capture
real, measurable business growth and weights companies in proportion to the
magnitude of that growth.

« Defines growth by real business expansion, not high valuations

*  Weights by fundamental growth, not market cap, aiming to reduce
price-driven distortions

« Designed to avoid expensive, slow-growing companies that drag on traditional
growth indices

. Diversifies across sectors, emphasizing innovative, economically significant
companies

Growth defined by fundamentals, not price

Traditional growth & value indices Fundamental growth & value indices

Sort by a blend of cheapness and growth rate. Value= top half by cheapness (purple).

Value= slow and cheap (purple). Growth= top half by growth rate (green).
Growth = fast and expensive (green).

Crossover= mixed (grey). Nothing excluded.

Crossover= fast and cheap (grey).
Excluded= slow and expensive (white).
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Note: the above charts were originally published in Fundamental Growth, (Arnott, Brightman, Harvey, Nguyen &
Shakernia). Source: Research Affiliates, based on data from Worldscope/Datastream. Data represents 12/31/2024
growth and valuation characteristics for the top 1000 US companies by capitalization weight.

RAFI Fundamental Growth identifies
companies with measurable
increases in sales, profitability, and
R&D, aiming to avoid the expensive,
slow-growing stocks that traditional
growth indexes often include.

. Weights by company fundamental

growth rather than market price

— Companies are weighted by

the scale of their fundamental
expansion rather than their market
capitalization, designed so that
exposure reflects real economic
progress instead of investor
enthusiasm.

. A Broadly diversified growth index —

The RAFI Fundamental Growth Index
offers a diverse mix across sectors
of innovative and economically
significant companies, rather than
concentrating on the trendy, popular
and most expensive sectors.

The RAFI Fundamental
Growth Index selects and
weights companies based

on actual, observable

business growth rather
than market prices or
valuation multiples.

rafi.com


https://researchaffiliates.com
http://rafi.com

Designed to avoid price-driven growth traps

Picking traditional growth approaches can become concentrated in what is
popular and expensive. The evidence here is straightforward: when growth
is slow and valuations are high, returns have tended to disappoint. RAFI
Fundamental Growth focuses on realized fundamental expansion designed to
help avoid that costly corner of the market.
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Notes: This figure reports average annualized excess returns versus the broad cap-weighted market portfolio from
March 1969 through December 2024 for four cap-weighted portfolios formed via independent sorts on book/price and

5-year sales-per-share growth. Stocks are classified into quadrants based on their position relative to the median of
each signal. Portfolios are rebalanced annually. Source: Research Affiliates; data from CRSP/Compustat.
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AT A GLANCE

$303B+

Indexed AUM

300+

Clients worldwide

2,100+

Indexes across asset classes,
geographies, themes, and more

100+

Years of combined experience

20+

Years of pioneering fundamental
index and factor investing expertise

2004

RAFI Fundamental Index
methodology introduced

2026

RAFI Indices became part of VettaFi,
bringing together its research-driven
approach with VettaFi's modern
indexing platform and capabilities.

Now a part of VettaFi

Combining RAFI's established
index expertise with VettaFi's
capabilities to help asset managers
build and grow differentiated
investment products.

Data as of September 30, 2026
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Important information

The material contained in this document is for informational purposes only. Nothing contained in this material is
intended to constitute legal, tax, securities or investment advice, nor an opinion regarding the appropriateness of
any investment, nor a solicitation of any type. RAFI Indices, LLC, its affiliates, agents, and each of their respective
officers, directors, employees, agents, representatives and licensors (collectively “RI”) does not make any
warranties, express or implied, to anyone regarding the information provided herein, including, without limitation,
any warranties with respect to the timeliness, sequence, accuracy, completeness, currentness, merchantability,
quality or fitness for a particular purpose or any warranties as to the results to be obtained by any third-party in
connection with the use of the information.

Past performance is not indicative of future results. Certain performance information presented represents
simulated performance or performance based on combined simulated index data (pre-index launch) and live
index data (post-index launch). Past simulated performance is no guarantee of future performance and does
not represent actual performance of an investment product based on an index. No allowance has been made for
trading costs, management fees, or other costs associated with asset management, as the information provided
relates only to the index itself. Performance data includes reinvestment of all dividends and income. Indexes are
unmanaged and cannot be invested in directly. Actual investment results will differ.

The RAFI Indices, LLC corporate name, the RAFI trademark and all related logos are the exclusive intellectual
property of RAFI. The trademarks Fundamental Index™; RAFI™; RAFI Low Volatility™; RAFI Dynamic Multi-Factor™;
RAFI Multi-Factor™; RAFI Indices™; and the Research Affiliates™ trademark and all related logos are the exclusive
intellectual property of RAFI and in some cases are registered trademarks in the U.S. and other countries including
United States. Various features of the Fundamental Index methodology, including an accounting data-based
noncapitalization data processing system and method for creating and weighting an index of securities, are
protected by various patents. RAFI Indices, LLC does not offer or provide investment advice or offer or sell any
securities, commodities or derivative instruments or products.

© 2026 RAFI Indices, LLC. All rights reserved. Duplication or dissemination prohibited without prior written permission.
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