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*
**
CHANGE FROM
PREVIOUS PERIOD***

*VIDI is the Vident International Equity Fund. **Allocations are subject to change at any time and should not be considered a
recommendation to buy or sell any security. ***The previous period is the previous time VIDI changed it’s allocation, 7/31/20.
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*VIDI is the Vident International Equity Fund.
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We believe VIDI has a sophisticated multifactor country and stock selection process that may result in
improved exposure to countries with faster economic growth potential, lower fundamental risk, and a
more favorable demographics relative to traditional cap-weighted international equity approaches.
The country allocation scorecard showcases the broad principled factors that go into why VIDI contains
allocations to certain countries over others.

TOP 5 COUNTRIES
The top country allocations for VIDI at the time of the February 2 2021 rebalance are (in order of weighting):
SOUTH KOREA - 7.42%
HONG KONG - 7.13%
SINGAPORE - 6.97%
TAIWAN - 5.93%
CANADA - 5.69%

SOUTH KOREA
Scores: Slightly more resilient than average. Valuation was very attractive, and policy changes have
been mostly positive.
Notes: South Korea is a mostly-free economy, boasting a relatively unregulated business environment,
low government spending, restrained monetary policy, and openness to free trade. Debt-to-GDP is
much lower than most modern industrial economies, and South Korea has not followed the trend in other developed countries of increased government spending. Despite the pandemic and global economic shutdowns, South Korea avoided the large declines in GDP that many other countries faced during
the second quarter of 2020, shrinking by only -2.7% in that period. In addition to strong economic fundamentals, the threat from North Korea has substantially declined since 2017.

HONG KONG
Scores: Extremely resilient. Valuation is relatively unattractive, and policy changes have been about
average.
Notes: High weighting is due in part to transaction cost reduction measures. Despite the ongoing crisis
with mainland China, Hong Kong remains a very attractive investment. Considered the world’s 2nd freest economy by the Heritage Foundation, almost across the board Hong Kong has a free, open economy – low taxes, low government spending, strong rule of law, and a free regulatory environment. However, they are subject to some political risk from mainland China, whose ongoing attempts to extend their
political system to Hong Kong run the risk of upsetting their long history of economic freedom. Despite
this, Hong Kong remains a highly resilient, stable, and free economy.

SINGAPORE
Scores: Highly resilient. Valuation is about average, and policy changes have been somewhat positive.
Notes: High weighting due in part to transaction cost reduction measures. Singapore is now the freest
economy in the world, according to the Heritage Foundation. They have long been considered one of
the “Asian Tigers,” a group of dynamic, rapid-growth economies in East Asia. Singapore has low taxes,
low government spending, a free regulatory environment, and strong respect for the rule of law. Monetary policy in recent years has been stable, with relatively low inflation and interest rates in line with
historical norms. However, Singapore has one of the highest debt-to-GDP ratio in the world, at 126%.
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TAIWAN
Scores: Fairly resilient. Valuation is fairly unattractive, and policy changes have been mostly negative.
Notes: Like Singapore and Hong Kong, Taiwan is a modern, fast-growing economy. In particular, Taiwan
has a very high score in our Business Freedom metric. Taiwan has a very stable monetary environment,
low government spending, low debt, and low corporate taxes. In general, they have an open, progrowth regulatory environment, with strong respect for rule of law. However, Taiwan does face political
risk from mainland China over control of the island and the Taiwan straits.

CANADA
Scores: Slightly below average resiliency. Valuation is slightly unattractive, and policy changes have
been marginally more negative than positive.
Notes: High weighting is due in part to transaction cost reduction measures. Canada is slightly below
average in all three of our main categories. However, they do have strong scores in some resiliency
sub-metrics. A particularly strong area for them is market diversification. Canada also has low corruption,
strong rule of law, respect for property rights, and a growing population. While Canada is not the most
resilient or dynamic economy, it has a highly investible and diverse domestic stock market and a high
degree of historical economic stability.

BOTTOM 5 COUNTRIES
The bottom country allocations for VIDI at the time of the February 2 2021 rebalance are:
TURKEY - 0.00%
PORTUGAL - 0.00%
PHILIPPINES - 0.00%
PERU - 0.00%
NEW ZEALAND - 0.00%

NEW ZEALAND
Scores: Slightly less resilient than average, and valuation is very unattractive. Policy changes have been
average.
Notes: Zero-weighting is due in part to low number of investible stocks. In addition, they were very unattractively valued as of the last rebalance, ranking last in our valuation metric. Overall, New Zealand is a
highly free and open economy with almost no political instability to speak of. New Zealand is ranked behind Singapore and Hong Kong as the 3rd freest economy in the world at the Heritage Foundation, but
they’ve been trending down in the areas of business regulation and monetary policy. They have very
low levels of corruption, unrestrictive labor regulations and sound monetary policy. However, the current
government has increased government spending, put up restrictions on free trade, and raised taxes.
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PERU
Scores: Very unresilient. Valuation is relatively unattractive, but policy changes have been positive.
Notes: Zero-weighting is due in part to low number of investible stocks. Historically, Peru was an authoritarian state with a highly liberal market economy. However, Peru is now only a moderately free economy, and is significantly hindered by corruption and strict labor regulations. Peru has low government
spending and low taxes, but corruption has undermined their attempts to become a foreign investment
destination, despite their overall openness to free trade.

PHILIPPINES
Scores: Very unresilient. Valuation is attractive, and policy changes have been slightly more negative
than average.
Notes: Zero-weighting is due in part to low number of investible stocks. While the Philippines has low government spending and a generally healthy fiscal situation, their economic potential is significantly undermined by a highly corrupt state establishment. The Philippines suffers from restrictive labor regulations
and protectionist policies. They are also engaged in a long-term power struggle with China over control
of the South China Sea that could lead to political and economic instability.

PORTUGAL
Scores: Very unresilient. Valuation is attractive, but policy changes have been mostly negative.
Notes: Portugal is considered a moderately free economy by the Heritage Index of Economic Freedom.
Like other European economies, they have had low GDP growth for decades: Since the early 1990s,
GDP growth has been consistently in the low single digits, and they were stuck in a recession for 3 years
from 2011 to 2013. Their debt-to-GDP ratio is very high at 117%. Portugal has high individual tax rates and
a highly regulated, unfree labor environment.

TURKEY
Scores: Unresilient. Valuation is very attractive, and policy changes have been very positive.
Notes: Low weighting is due in part to very low number of investible stocks. Turkey has suffered for years
from a still-ongoing currency and monetary crisis. Inflation has been consistently high, reaching over 20%
in recent years. Turkey ranks low in resiliency, particularly in areas such as market diversification. They
have a very negative business environment, with low respect for property rights and a regulatory apparatus that impairs growth.
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DEFINITIONS
Vident Core International Equity Index (VIEQX) is a strategy seeking to balance risk across developed
and emerging countries and emphasize those with favorable conditions for growth. The Index is unmanaged and individuals cannot invest directly in an index.
DEBT-TO-GDP RATIO
The national debt as a percentage of total economic productivity in a given year. A country is better
positioned to be able to make its debt payments (to pay it’s ‘mortgage’) if it produces a lot of wealth.
To be over 100% means that a nation’s government owes more money to creditors than its annual level
of wealth creation. It is commonly believed by economists and we find in our own research that at that
level, debt becomes a significantly higher burden, slowing growth and raising the risk that the government will default, reneging on its promises.
EUROSKEPTIC
Someone who is skeptical of the idea of the European Union and skeptical about whether their home
country should be part of that union. For example, Brexit, which would take the United Kingdom out of
the European Union is a Euroskeptic movement.
EUROZONE
The eurozone is a geographic and economic region that consists of all the European Union countries
that have fully incorporated the euro as their national currency.
INFLATION RATES
Inflation refers to the change in price in a broad range of goods and services. Inflation rates are estimates of how much more expensive it has gotten in a particular country for people to maintain the
same standard of living.
INTERVENTIONIST
In short, an interventionist government is one that intervenes in it’s country’s economy. This includes
things like exerting large amounts of control over the country’s labor markets, prices, banking laws, and
regulations in general.
MONETARY POLICY
Governments determine the supply of money in an economy, usually through a central bank. Monetary
policy refers to the government’s policy at any given time on how much money to create and put into
circulation or draw out of circulation.
POLICY CHANGES
Policy changes describe a change in the policies of a counry’s government. We look at whether it is
getting easier or harder to start a business, whether international trade taxes are going down or up and
whether employment policies are getting more or less controlled by the government. We also look at
whether the central bank of the country has high or low interest rates.
RESILIENCY/UNRESILIENCY
Vident has created a propriety index of country resiliency. It uses a broad range of population trends,
legal environment, debt and level of technological development to estimate the risk of a country failing
to retain or regain value in its stock markets during a time of economic crisis. Reslience is like shock absorbers in a car. It helps limit damage when a pot hole gets hit.
VALUATION
The valuation measurements Vident uses looks at things like the price of the stock market, the earnings of
the companies, the prices of the bond markets, and cash flow to determine whether the stock market of
a country is ‘on sale’ or ‘marked up’.
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RISKS
Investing involves risk, including the risk of loss of principal. VIDI has the same risks as the underlying securities traded on the exchange throughout the day at market price. Redemptions are limited and often
commissions are charged on each trade. Investments in non-U.S. securities involve certain risks that may
not be present with investments in U.S. securities. For example, non-U.S. investments may be subject to
risk of loss due to foreign currency fluctuations or to political or economic instability and may have additional trading, settlement, custodial and operational risks. These factors and others can make investments in the fund more volatile and potentially less liquid than other types of investments. The Fund may
invest in companies organized in emerging market nations which can involve additional risks relating to
political, economic or regulatory conditions. The Fund may invest a significant portion or its assets in the
securities of companies of a single country or region and therefore it is more likely to be impacted by
events or conditions affecting that country or region. The Fund invests in the securities included in, or representative of, its Index regardless of their investment merits. The Fund’s performance may be adversely
affected by a general decline in the market segments relating to its Index. Small and medium capitalization companies tend to have more limted liquidity and greater price volatility than large-capitalization
companies.

DISCLOSURES
Carefully consider the Fund’s investment objectives, risk factors, charges and expenses before investing.
To obtain a prospectus download one here www.videntfunds.com/literature or call 800-617-0004. Please
read it carefully before investing.
Investing involves risk, including the risk of loss of principal. VIDI has the same risks as the underlying securities traded on the exchange throughout the day at market price. Redemptions are limited and often
commissions are charged on each trade. Investments in non-U.S. securities involve certain risks that may
not be present with investments in U.S. securities. For example, non-U.S. investments may be subject to
risk of loss due to foreign currency fluctuations or to political or economic instability and may have additional trading, settlement, custodial and operational risks. These factors and others can make investments in the fund more volatile and potentially less liquid than other types of investments. The Fund may
invest in companies organized in emerging market nations which can involve additional risks relating to
political, economic or regulatory conditions. The Fund may invest a significant portion or its assets in the
securities of companies of a single country or region and therefore it is more likely to be impacted by
events or conditions affecting that country or region. The Fund invests in the securities included in, or
representative of, its Index regardless of their investment merits. The Fund’s performance may be adversely affected by a general decline in the market segments relating to its Index. Small and medium
capitalization companies tend to have more limited liquidity and greater price volatility than large-capitalization companies.
The fund’s investment advisor is Vident Advisory, LLC. VIDI’s sub-adviser is Vident Investment Advisory
(VIA). The Vident International Equity Fund ETF is distributed by ALPS Distributors, LLC. ALPS is not affiliated
with Vident Financial, Vident Advisory or VIA.
Investor shares are bought and sold at market price (not NAV), may trade at a discount or premium to
NAV and are not individually redeemed from the Fund. Ordinary brokerage commissions may apply.
Diversification does not ensure a profit or protect against a loss.
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