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The Case for Small Cap,
Quality and Value.

— Michael Mack, Portfolio Manager

One of the most popular asset classes available to investors has been the small cap value space.
Small cap companies are those with somewhat smaller market capitalization, which can range
from just $300 million to $2 billion.

Large cap companies, on the other hand, are companies with market capitalization of over $10 billion. Small cap and
large cap companies can be defined as growth or value companies: growth companies are expected to grow their
earnings at above average rates, while value companies are undervalued in price based on fundamentals.
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About the data: Growth and value stocks in this example are represented by the Ibbotson Associates Growth and Value Indexes for 1970-97

and the Morningstar Style Indexes thereafter. The Ibbotson Associates Growth and Value Indexes are calculated based on data from the CRSP

HS %tockhand Index Databases, the Center for Research in Security Prices (CRSP®), and the University of Chicago Booth School of Business.
sed with permission.

Historically, small-cap stocks have outperformed large-cap stocks, while value stocks have outperformed growth
stocks. But within small-cap stocks, the greatest performance differential has been between value and growth.

According to Morningstar, small-cap value catapults past small-cap growth, large-cap value, and large-cap growth,
ending with nearly 14% compound annual return. Over time, this performance differential would have resulted in an
investment value four times that of large cap value. Investors looking to improve their returns may want to consider
looking to overweight small-cap value stocks, despite the larger risk.



Small Cap’s Performance Then and Now
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However, recently small cap has underperformed with the heightened market volatility and increased credit concerns.
As a result, small-cap value stocks have been trading at discounted prices to what their averages have been in the
past. This discount may signal an opportunity for investors to shift their portfolio allocations toward small-cap value to
take advantage of these attractive valuations.
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Source: FactSet, Russel Investment Group, Standard & Poor’s, J.P. Morgan Asset Management.
Data is based on Russell style indices with the exception of the large blend category, which is based on the S&P 500 Index. Past performance
is not indicative of future returns. The price to earnings is a bottom-up calculation based on the most recent index price, dividend by consensus

estimated for earnings in the next 12 months (NTM), and is provided by FactsSet Market Aggregates.
Guide to the Markets — U.S. Data are as of February 28, 2019.
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Finding Quality Stocks

Investors must be mindful of the financial health

of small cap companies despite the compelling
opportunity valuations present. Within small cap,
there is a wide dispersion between high-quality and
low-quality stocks.

The chart to the right shows that about 45% of
companies in the Russell 2000, a popular small cap
index, are currently generating negative earnings versus
nearly 25% for the S&P SmallCap 600® and just under
10% for S&P 500®. The chart illustrates the benefit of
screening companies from the S&P SmallCap 600°, a
higher quality index than the Russell 2000.

Source: FactSet
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Leverage in Small vs. Large Cap

Small-cap stocks are more leveraged than their large-cap
stocks counterpart. Financial leverage is defined as Net
Debt/EBITDA, and measures the company’s debt level
relative to the cash flow available to make debt payments.
This is one of the most common ways to measure leverage
in the industry.

In addition, small cap companies have a much higher
percentage of debt based on floating rates. Floating rate
debt denotes any form of debt, whether that be a loan or a
bond which has a variable rate that can change overtime.
Potential problems could present themselves should
interest rates resume their upward trend as companies
with floating rate debt could see their interest costs
increase, making it harder to support debt loads.
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Consider the Pacer US Small Cap Cash Cows 100 Strategy

When it comes to the small cap space, small caps are cheap on a relative and historical basis. The Pacer US Small
Cap Cash Cows 100 ETF (CALF) consists of 100 small cap stocks that:

= Are all profitable.

® Have higher free cash flow and free cash flow yield than the S&P SmallCap 600°.

= Have lower leverage.

CALF offers investors a way to gain exposure to high-quality companies with high free cash flow yields and strong
balance sheets, and now is the time to see if it might fit into your portfolio.

PACER CASH COWS INDEX® ETF SERIES

Pacer US Small Cap Cash Cows 100 ETF

To learn more, visit www.paceretfs.com or call 877-337-0500.

Before investing you should carefully consider the Fund’s investment objectives, risks, charges, and
expenses. This and other information is in the prospectus. A copy may be obtained by visiting
www.paceretfs.com or calling 1-877-337-0500. Please read the prospectus carefully before
investing.

An investment in the Funds is subject to investment risk, including the possible loss of principal. Pacer ETF shares may be bought and sold

on an exchange through a brokerage account. Brokerage commissions and ETF expenses will reduce investment returns. There can be no
assurance that an active trading market for ETF shares will be developed or maintained. The risks associated with this fund are detailed in the
prospectus and could include factors such as concentration risk, equity market risk, high portfolio turnover risk, smaller companies risk, limited
?p%ra(;[i?g gistory risk, passive investment risk, tracking risk, sector risk, style risk, non-diversification risk, and/or special risks of exchange
raded funds.

This document does not take into account any investor’s particular investment objectives, strategies, tax status, or investment horizon. Please
consult with your financial advisor and tax advisor before investing.

This document is not intended to be relied upon as a forecast, research or investment advice, and is not a recommendation, offer or solicitation
to buy or sell any securities or to adopt any investment strategy. This document represents an assessment of the market environment at a
specific time and is not intended to be a forecast of future events or a guarantee of future results. The user of this information assumes the
entire risk of any use made of the information provided herein. There is no guarantee this strategy will be successful.

EBITDA: earnings before interest, taxes, depreciation and amortization, is a measure of a company’s overall financial performance and is used
as an alternative to simple earnings or net income in some circumstances.

P/E ratio a fundamental measure commonly used to determine if an investment is valued appropriately. Each holding’s P/E is the latest closing
price divided by the latest fiscal year’s earnings per share. Negative P/E ratios are excluded from this calculation.

S&P 500° Index is a stock market index that tracks stocks of 500 large-cap U.S. companies.

Russell 2000 Index is a small-cap stock market index of the bottom 2,000 stocks in the Russell 3000 Index.

The Pacer US Small Cap Cash Cows Index was released on 5/29/17.

Pacer US Small Cap Cash Cows Index (the “Index”) is the property of Index Design Group, LLC which has contracted with S&P Opco, LLC (a
subsidiary of S&P Dow Jones Indices LLC) to calculate and maintain the Index. The Index is not sponsored by S&P Dow Jones Indices or its
affiliates or its third party licensors (collectively, “S&P Dow Jones Indices”). S&P Dow Jones Indices will not be liable for any errors or omissions
in calculating the Index. “Calculated by S&P Dow Jones Indices” and the related stylized mark(s) are service marks of S&P Dow Jones Indices
and have been licensed for use by Index Design Group, LLC. S&P® is a registered trademark of Standard & Poor’s Financial Services LLC
(“SPFS”), and Dow Jones® is a registered trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”).

Cash Cows Index® is a registered trademark of Index Design
Group, LLC

Distributor: Pacer Financial, Inc., member FINRA, SIPC, an

affiliate of Pacer Advisors, Inc.
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