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The Missing Piece

Mid-cap stocks, as represented by the Russell Midcap® Index, have
outperformed large caps, small/mid (SMID) caps, and small caps by the
percentages shown in Figure 1 during four different rolling time
periods over the last 30 years.!

They have provided long-term performance, with higher risk-adjusted
returns and exposure to a wide range of market capitalizations that
can’t be easily replicated with combinations of other caps.

MID CAP PERFORMANCE
Figure 1: Percentage of time mid-cap stocks outperformed large, Over all rolling 10-year periods for the
small/mid (SMID), and small-cap stocks (July 1995-July 2025) past 30 years, mid-cap stocks
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RISK/RETURN ADVANTAGES
Figure 2: Risk-reward analysis Investors are often told they need to assume the added risk of
(7/31/1995-7/31/2025) investing in small caps to get additional returns, but this is not
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Russell Top 200 Index Russell 2500 Index Russell Midcap Index Russell 2000 Index

Sharpe ratio 0.68 0.52 0.62
Standard deviation 15.29% 18.80% 17.16%
Annual return 10.47% 9.71% 10.60%

Source: Bloomberg, as of 7/31/25.
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KEY TAKEAWAYS:

m Despite investors’ affinity for high-flying small-cap stocks and
blue-chip large-cap stocks, mid-cap stocks have provided more
favorable risk/return characteristics than their larger and smaller
equity peers over time.

= Mid-cap companies tend to be more financially stable than their
small-cap counterparts since they have generally moved beyond
the volatile start-up phase. As they mature, these firms may
become as stable as larger-cap companies.
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® The growth potential of mid-cap stocks, coupled with increased
stability relative to small caps, helps to explain their historic
outperformance. Yet there is also evidence that mid-cap firms are
less covered by analysts and are under-owned by investors.
Investors could be best served by considering whether mid-cap
stocks have a place in their portfolio.
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Mid caps are an under-owned asset class,? despite the benefits. Many
investors believe they have the mid-cap space covered by way of an
allocation to the larger and small-/mid-cap indices. There is, however,
a significant gap where returns may be hiding.

Roughly half of the market capitalization of the Russell Midcap Index
may not receive adequate exposure in a client’s portfolio.® This
“missing piece” is the exact market cap previously described as
offering attractive risk/reward characteristics over time.

! As represented by the Russell Top 200® Index, the Russell 2500° Index and the
Russell 2000° Index.

2 0nly $938 billion of the roughly $10.8 trillion in total assets invested in U.S.
open-ended equity mutual funds - roughly 8.7% (as of 6/30/2025) - were in the
mid-cap space, according to Morningstar.

3 As of 6/30/2025, according to Russell data as presented by Bloomberg, the mar-
ket capitalization of the Russell Midcap® Index was $13.596 trillion. The top 200
largest companies of the Russell Midcap® Index had a market capitalization of
$7.213 trillion, making up 53.05% or over half of the Russell Midcap® Index.

Disclosures

Investing in mid-sized companies is based on the premise that relatively smaller
companies will increase their earnings and grow into larger, more valuable com-
panies. Historically, mid-cap stocks have experienced greater volatility than other
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Russell Top 200 $41.35 $4,340.03 $1,153.22
Russell 1000 $0.95 $4,340.03 $919.84
Russell Midcap $0.95 $96.22 $24.65
Russell 2500 $0.07 $28.09 §7.12
Russell 2000 $0.07 $19.15 $3.08

Source: Bloomberg, as of 7/31/25.

equity asset classes, and they may be less liquid than larger cap stocks. Thus, rel-
ative to larger, more liquid stocks, investing in mid-cap stocks involves potential-
ly greater volatility and risk. In addition, mid-cap stocks have experienced greater
volatility than other classes of securities. Mid-cap stocks can also be less liquid
than those of large companies, and illiquidity increases the potential for volatili-
ty. As with all equity investing, there is the risk that a company will not achieve its
expected earnings results, or that an unexpected change in the market or within
the company will occur, both of which may adversely affect investment results.
The biggest risk of equity investing is that returns can fluctuate and investors can
lose money.

Index or benchmark performance presented in this document does not reflect
the deduction of advisory fees, transaction charges, or other expenses, which
would reduce performance. Indexes are unmanaged. It is not possible to invest
directly in an index. Any investor who attempts to mimic the performance of an
index would incur fees and expenses that would reduce return.
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This document is a general communication being provided for informational pur-
poses only. It is educational in nature and not designed to be taken as advice or
a recommendation for any specific investment product, strategy, plan feature, or
other purpose in any jurisdiction, nor is it a commitment from Raymond James
Investment Management or any of its affiliates to participate in any of the trans-
actions mentioned herein. Any examples used are generic, hypothetical, and for
illustration purposes only. This material does not contain sufficient information
to support an investment decision, and you should not rely on it in evaluating the
merits of investing in any securities or products. In addition, users should make
an independent assessment of the legal, regulatory, tax, credit, and accounting
implications and make their own determinations together with their own pro-
fessionals in those fields. Any forecasts, figures, opinions, or investment tech-
niques and strategies set out are for information purposes only, based on certain
assumptions and current market conditions, and are subject to change without
prior notice. All information presented herein is considered to be accurate at the
time of production, but no warranty of accuracy is given and no liability in re-
spect of any error or omission is accepted. It should be noted that investment in-
volves risks, the value of investments and the income from them may fluctuate in
accordance with market conditions and taxation agreements, and investors may
not get back the full amount invested. Both past performance and yields are not
reliable indicators of current and future results.

The views and opinions expressed are not necessarily those of the broker/dealer
or any affiliates. Nothing discussed or suggested should be construed as permis-
sion to supersede or circumvent any broker/dealer policies, procedures, rules,
and guidelines.

Definitions

Market capitalization, or market cap, refers to the total dollar market value of a
company’s outstanding shares of stock.

Rolling returns, also known as rolling period returns, represent the annualized aver-
age returns for a specified period of time looking backward from a specified date.

Sharpe ratio is a risk-adjusted measure calculated by using standard deviation
and excess return to determine reward per unit of risk. The ratio is equal to the
excess return divided by the standard deviation of the portfolio. The higher the
Sharpe ratio is the better the portfolio’s historical risk-adjusted performance.

Standard deviation is a measure of the dispersal or uncertainty in a random vari-
able. For example, if a financial variable is highly volatile, it has a high standard
deviation. Standard deviation is frequently used as a measure of the volatility of
arandom financial variable.

Indices

The Russell Midcap® Index measures the performance of the mid-cap segment of
the U.S. equity universe. The Russell Midcap Index is a subset of the Russell 1000®
Index. It includes approximately 800 of the smallest securities based on a combi-
nation of their market cap and current index membership. The Russell Midcap®
Index represents approximately 27% of the total market capitalization of the Rus-
sell 1000® companies, as of the most recent reconstitution.

The Russell Top 200® Index measures the performance of the largest cap segment
of the U.S. equity universe. The Russell Top 200 Index is a subset of the Russell
3000 Index. It includes approximately 200 of the largest securities based on a
combination of their market cap and current index membership and represents
approximately 68% of the Russell 3000° Index, as of the most recent reconstitution.

The Russell 1000® Index measures the performance of the large-cap segment of
the U.S. equity universe. The Russell 1000 Index is a subset of the Russell 3000®
Index which is designed to represent approximately 98% of the investable US eq-
uity market. It includes approximately 1,000 of the largest securities based on a
combination of their market cap and current index membership.

The Russell 2000° Index measures the performance of the small-cap segment of
the U.S. equity universe. The Russell 2000 Index is a subset of the Russell 3000®
Index. The Russell 2000 Index includes approximately 2,000 of the smallest secu-
rities based on a combination of their market cap and current index membership.

The Russell 2500™ Index measures the performance of the small- to mid-cap seg-
ment of the U.S. equity universe, commonly referred to as “SMID” cap. The Rus-
sell 2500 Index is a subset of the Russell 3000® Index. It includes approximately
2500 of the smallest securities based on a combination of their market cap and
current index membership.

London Stock Exchange Group plc and its group undertakings (collectively, the
“LSE Group”). © LSE Group 2025. FTSE Russell is a trading name of certain of the
LSE Group companies. Russell® is a trade mark of the relevant LSE Group com-
panies and is used by any other LSE Group company under license. All rights in
the FTSE Russell indexes or data vest in the relevant LSE Group company which
owns the index or the data. Neither LSE Group nor its licensors accept any liabili-
ty for any errors or omissions in the indexes or data and no party may rely on any
indexes or data contained in this communication. No further distribution of data
from the LSE Group is permitted without the relevant LSE Group company’s ex-
press written consent. The LSE Group does not promote, sponsor or endorse the
content of this communication.

About Scout Investments

For more than three decades, Scout’s investment teams have actively managed
a distinct suite of equity strategies by applying repeatable, time-tested processes
steeped in rigorous research and analysis.

About Raymond James Investment Management

Raymond James Investment Management is a global asset management com-
pany that combines the exceptional insight and agility of individual investment
teams with the strength and stability of a full-service firm. Together with our
boutique investment managers - Chartwell Investment Partners, ClariVest Asset
Management, Cougar Global Investments, Eagle Asset Management, Reams Asset
Management, and Scout Investments - we offer a range of investment strategies
and asset classes, each with a focus on risk-adjusted returns and alpha genera-
tion. We believe providing a lineup of seasoned, committed portfolio managers

- spanning a wide range of disciplines and investing vehicles - is the best way to
help investors seek their long-term financial goals.

For more information on Scout Investments’ approach to mid-
cap equities contact 1.800.521.1195 or visit scoutinv.com
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