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Legal Disclaimers

This presentation is for informational purposes only and is not meant as a solicitation or an offer for an investment
product. Products based on the SPADE® Defense Index are not sponsored, endorsed or sold by SPADE Indexes
LLC and SPADE makes no representation regarding the advisability of investing in any product or vehicles based
on the SPADE Defense Index or the defense sector in general.

All information is provided ‘as is’ for informational purposes only and is not intended for trading purposes or
advice. Neither SPADE Indexes nor any related party is liable for any informational error, incompleteness, or for
any actions taken based on information contained herein. SPADE Indexes does not guarantee the accuracy and/or
completeness of the SPADE Defense Index or data included therein. SPADE Indexes makes no warranty, expressed
or implied, as to the results to be obtained by any person or entity firm from the use of the SPADE Defense Index or
any data included therein and hereby expressly disclaims all warranties of merchantability or fitness for a
particular purpose with respect to the SPADE Defense Index or any data included therein.

SPADE, the symbol ‘#’, and the SPADE Defense Index are registered trademarks of SPADE Indexes LLC and is
the owner of the trademark, service marks, and copyrights related to its indices.

Parties interested in the Invesco Aerospace & Defense ETF (NYSE: PPA) should contact them directly or visit the

invescopowershares.com website for a prospectus. Invesco is a registered trademark of Invesco and is the registered
licensee for ETF products based on the SPADE Defense Index

© 2025 SPADE Indexes LLC Cover photo credits: Left to Right NASA, DoD, DoD, DoD, NASA
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Inside the Numbers...

$7.4 Tri"ion — Amount Spent by

the US on defense in the last decade 3

~3% of U.S. GDP -

Estimated amount spent on defense

$246 Tl’illion — Amount Spent

Globally on Defense Activities 2

$926.8 Billion —

FY25 US Federal Defense Outlays 4

$1 01.6 Billion-ry2s Budget for

‘Classified Military and Intelligence Iltems;’
relatively constant at ~11% in recent years. '

1 Congressional Research Service, 26Sept2024

2 International Institute of Strategic Studies

3 DoD Green Book FY 2025, Table 7-1, Included funding for DoD and
nuclear military activities at agencies such as Dept of Energy

4 DoD Green Book FY 2025, Table 7-1
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Before we get started...

... Who We Are

The SPADE Defense Index was developed by sector executives familiar with index management in cooperation with
leading Wall Street firms in order to benchmark the investment performance of companies operating in defense,
homeland security, and space. It is the only index to focus on all aspects of the defense sector — from the manufacture of
aircraft, naval vessels, tanks, missiles, and rockets to current and future modernization efforts related to IT and network
centric warfare, armor and armored vehicles, secure communications, drones and robotic vehicles, satellites and
spacecraft, border security, and battlespace awareness.

Ticker NYSE: DXS
Weighting Modified Market Capitalization, True Cap overlay
Constituents/Rules 53 (March 2025) / S250M+ Market Cap, liquidity, systematically important

Historical Data Availability 30 December 1997 to present, Index went live on 6 July 2004

Index Manager Consulting group with expertise in defense, space, security, investing

Calculation & Distribution NYSE / ICE Data Services

Investable Products: Invesco Aerospace & Defense ETF (NYSE: PPA)
ETF IPO Date: 26 October 2005

ETF Liquidity / Assets As of 1 March 2025: 231,116 avg volume shares/day, $4.7 Billion AUM
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Why Defense? An Old Quote That Remains True

“How To Profit from a Stronger America”
LOUIS RUKEYSER's Wall Street Week

How Long Will the Military-Spending Boom Last?

A good long while, it appears. Even after the current war on terrorism cools down (which itself could take
years or decades), there are plenty of other conflicts to keep the weapons-makers busy. Right now, there are
more than 30 insurgencies, uprisings, struggles, guerrilla movements and full-fledged wars being waged
worldwide.

Sadly, the business of war is a growth business and has been so for a while.
... the money spigot flowing from the Pentagon to defense contractors won't be turned off anytime soon.
After all, if you're going to be the world's policeman, you'd better have a powerful pistol.

One last thought: While it would be wonderful if the demand for weapons dried up tomorrow, thousands
of years of human history argue against it... Wall Street is engaged in the realpolitik of investing, not
wishful thinking. No one ever improved the world—or their financial lot in it—by ignoring the way the
world really works.

(1Mar2004)



SP+ DE Defense Index

Defense Is...

Manufacturing

Aircraft / Helicopters Secure Communications

Ships / Naval Vessels Command & Control

Armored Vehicles / Tanks Intelligence Gathering

Missiles / Missile Defense Reconnaissance/Surveillance

Space Systems/Satellites/Rockets Data and Imagery Analysis

Drones/Remotely Piloted Vehicles Border Security
Cybersecurity

The SPADE Defense Index is the only defense index that reflects all activities that are
systematically important to the DoD...not just manufacturing.
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Defense Is...

Cutting Edge Technologies

Artificial Intelligence (Al)
Autonomous Weapons
Advanced Robotics

5G Networks

Directed Energy / Lasers
Quantum Computing

Virtual and Augmented Reality for
Training

Bio/Neural Technology
Hypersonic Propulsion
Space & Satellite Systems
Additive Manufacturing
Big Data & Analytics
Immersive Technologies

Microelectronics
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@ [
A Quick History Lesson ... [ us. wiitary Actions
1775 - 1883 Revolutionary War
. . : 1812 War of 1812
Like many other industries, the defense
industry goes through cycles. 1846 - 1848 Mexican-American War
1861 — 1865 Civil War
However... In addition to the e SRS enicaniWar
investment / replacement cycle 1914 -1918 wwi
associated with capital goods, the rise 1939 - 1945 wwil
and fall of the defense sector also must 1950 — 1953 Korean War
respond to outside factors:
1945 — 1985/1991 Cold War
- Aggressors 1959 — 1975 Vietnam War
2001 - 2021 War on Terror
. ] Present Ukraine Support
From the founding of the United States, Support for Israel
there has been a major US military Cold War with China

action roughly every 20 to 30 years.
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The Portfolio Managers’ View

Investors discover the benefits of investing in companies involved with
defense, homeland security, and space

> Growth - Solid returns that have outperformed > A Stable and Long-Term Customer
the S&P500 consistently since 2000.

and Business Base

> A Hedge Against Portfolio Risk - Associated with
world events such as war or terrorist actions.

Notably a key client whose mission is
fundamentally more important than the

> A Hedge Against Economic Downturns - Sales cost to implement.
and earnings of defense companies are not directly
tied to changes in the economy. Escalation clauses

in many contracts allow price increases due to
inflation. > Significant Barriers to Entry—

Security, contracting, relationships, etc.

> Dividends — Offered by many defense
companies.

> Diversification — A portfolio that can provide
exposure to industrial manufacturing, technology,
services, and non-defense activities.
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How Defense Companies Grow

1.  Rising Defense Budgets — At US Department of Defense and NATO nations

2. Supplemental Budgets — To fund military actions such as supporting Ukraine efforts
against the Russian invasion

3. International Sales — Foreign governments and allies rely on US manufacturers and
suppliers to meet their operational capabilities

4.  Acquisitions — A steady supply of emerging small companies to bring new
technologies, contracts, and personnel with security clearances

5. ‘Internal’ Diversification — Defense companies offer products, services, and
technological skills to “adjacent” markets--such as commercial aerospace, and space
and satellites--that in some cases are of use to non-military customers; diversifying
(to some degree) their revenue stream.

6. Outsourcing — The government hiring private companies to do tasks previously
performed by military personnel.
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Representative Companies:
Annual Defense Revenues S1B+

Lockheed Martin Booz Allen Hamilton Transdigm
RTX Honeywell Parsons Corporation
Northrop Grumman Elbit Systems Oshkosh Defense

Boeing CACI Parker Hannifan

General Dynamics SAIC BWX Technologies
L-3 Harris Amentum Teledyne Technologies

Huntington Ingalls Textron Moog

Leidos KBR Curtiss-Wright

GE Aerospace Amphenol CAE
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A Multi-Decade Long Rally

The SPADE Defense Index outperformed the S&P 500 by more than 120%+
in of the past two calendar decades! Consistency over time!

PPA Monthly == 2701725
+7507

+7007
+6507
+6007
+5507
+5S007
+4507
+4007
+3507
+3007
+2507
+2007
+1507

+1007
+507

+07Z
-507

Monthly chart of PPA (in black) vs the S&P 500 (gold) from 26 October 2005 to 1 Februray 2025
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A Two-Decade Long Rally

Period SPADE S&P 500

Since 2000, the SPADE Period | SPADE | S&P 500 (DXS)
Defense Index has had only 5 (DXS) i N
down years 2012 16.30% 13.41%
2014 11.77% 11.39%

The SPADE Defense Index has
outperformed the broader market 2002 [2.87%] | [23.37%]

in 18 of the past 25 years
2004 20.47% 8.99%

2006 19.33% 13.62%

2016 17.95% 9.53%

In the four of the years it 2018 [8.15%)] [6.24%]
underperformed, the index still
gained 21.71%, 9.62%, 6.61%,

and 17.70%

2020 [0.73%] 16.26%
2008 [38.03%] | [38.49%]

2022 8.56% [19.44%)]

Since 2000, the SPADE Defense
Index has gained 1,365.35% !!! 2010 9.62% 12.78%

2024 24.88% 23.31%

Calculated by SPADE Indexes using end-of-year price data for both indexes
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The World Today

We are at a point in time that historians will look
back on as a pivotal moment.

One of the most dangerous, existential threats of
the past 100 years.
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The World Today: Decidedly Unstable

e Russia’s Invasion of Ukraine Now In Year Four
* [Instability in the Middle East
e A Cold War between US and China

Meanwhile in the United States...
President Trump’s Disruptive Approach Has Been Unpredictable

- Enemies now friends, Friends now enemies?
- NATO...Still a Solid Partner or Fundamentally Broken?

If the US is no longer the leader for democracy in the world...

- Who takes the helm to prevent Russia from attacking European
nations?

- Who will support the US against possible China incursions?
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From an Investor Perspective

War is good for business

Fear drives defense stocks, but you don’t need conflict to
have fear

Peace can also be good for business

Need to restock arsenal, supplies, and equipment

Lessons learned from recent conflicts lead to investments in
new technologies and systems
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International Sales Continue to Surge

US Foreign Military Sales Rose 45.7% to $117.9 Billion in FY24

e Turkiye - $23.0 billion — F16 Aircraft Acquisition and Modernization

* Israel - $18.8 billion — F-15IA and F-15I+ Aircraft

* Romania - $7.2 billion — F-35 Aircraft

 Germany - $5.0 billion — Patriot Advanced Capability-3 Missile Segment
Enhancement Missiles

e Japan - 5$4.1 billion — KC-46A Aerial Refueling Aircraft

* |ndia - $4.0 billion — MQ-9B Remotely Piloted Aircraft

* Republic of Korea - $3.5 billion — AH-64E Apache Helicopters

* Spain - $2.8 billion — PATRIOT Comfiguration-3 Modernized Fire Units

e Saudi Arabia - $2.8 billion — System Logistics and Sustainment Support

 Romania - $2.5 billion — M1A2 Abrams Main Battle

e Japan - S$2.4 billion — Tomahawk Weapon System

e Bahrain - $2.2 billion — M1A2 Abrams Main Battle Tanks

e Australia - $2.0 billion — AUKUS-related Training and Training Devices
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Middle East Instability

A ceasefire between the Hamas and Hezbollah terrorist
groups and Israel doesn’t mean peace

* Historically, declarations of “peace” have been fragile and tensions are
likely to conflagrate at a moment’s notice.

 Rather than accept defeat, Hamas has been actively making a show of
their fortitude—parading in military attire with guns and weapons,
especially when the world is watching, i.e., making a spectacle of
returning hostages taken during the October 2023 terrorist attack.



SP+ DE Defense Index The World Today

Middle East Instability

The ceasefire may aid US military support of Israel

 Areprieve in fighting may actually benefit support for providing defense funds
to Israel. It provides the US Congress with breathing room to shift the

conversation from the damage in Gaza to supporting and re-arming Israel
against Iran.

* US military aid to Israel consistent since 1970s: ~$3.6B per year.!

 Most aid to Israel is provided via Foreign Military Financing—funds Israel must
use to purchase US military equipment and services.?

1 Council on Foreign Relations, in 2022 dollars
2 Council on Foreign Relations
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Middle East Instability

Multiple hotspots remain

* Iran: A pseudo-democracy led by an oppressive theocracy with a “Supreme Leader”
overseeing all aspects of Iranian life.

- Iran is a nation seeking to be a nuclear power with a stated desire to use these
weapons against its enemies, especially Israel.

- It is a state sponsor of terrorism, providing funds, weapons, and support to Hamas,
Hezbollah, and Houthi rebels that have escalated their attacks from Yemen toward

western nations using shipping lanes in the Red Sea, including the US, and firing
missiles targeting Israel.

e Syria: The Assad government was overthrown (December 2024) by a branch of al-
Qaeda. Syria was a conduit for Iran to supply Hamas and Hezbollah. It is currently
being run by a provisional government.

* Turkiye: After 40 years (March 2025), Kurdish militants (the PKK) surprisingly
declared a ceasefire with Turkey. Analysts are questioning, why now?
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Russia’s Invasion of Ukraine
European/NATO Countries Defense Budgets Soar

« On March 4, 2025, the European Union announced an $840 billion rearmament
plan to tackle a “grave, existential threat in the coming years” from Russia.

* Each of the bloc’s 27 member states needs to increase defense spending on average of
1.5% of GDP to raise €650 billion over four years.

 Will also create a new instrument to unlock €150 billion in loans to member states for
investment in defense.

* Current European defense spending jumped 11.7% to reach $457 Billion USD, with
2024 the 10 consecutive year of growth. The German defense budget saw a
23.2% real uplift in the budget.

* Russia’s grew 41.9%, with an estimated purchasing power parity valued at 5462 Billion.*

1 International Institute for Strategic Studies, iiss.org
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Russia’s Invasion of Ukraine
European/NATO Spending’s Impact on US

* NATO members pledged that at lest 20% of their defense expenditures should go
toward acquiring and developing military equipment.

* Inrecent years, more than 75% of NATO orders went to organizations outside the
EU member states with 63% of that spending went to the United States.!

* Overall, US Foreign Military Sales rose 45.7% in FY24 to $117.9B after growing by
55.9% in FY2023.2

 The Trump’s Administration political shift to exiting support for Ukraine could
impact relations with Europe. This likely would lead to European nations
purchasing military products increasingly from local sources.

1
2 US Department of State, Foreign Military Sales FY2023
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What is the Future of US Support for Defense?

* The defense sector has historically received bipartisan support, especially in
times of conflict and global instability.

e Congress is seeking a $100 billion to $150 billion increase for the US defense
budget, while the White House is asking the Pentagon to make 8% cuts over the
next several years. This is a conflicting message.

* The disruptive approach pursued by the Trump Administration has led to
uncertainty. International allies have begun to view the US as unreliable as it
withdraws/delays continued support for a free Ukraine, issues tariffs against our
largest trading partners, and violates treaties.

* Inthe short term, this is creating a headwind and having a near-term direct,
negative impact on the value of publicly-traded defense stocks in the US while
European ones are soaring. In the long-term, the actions taken by the White
House and Congress over the next quarter hopefully will provide direction to
policy and the budget.
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China / Taiwan

Analysts believe that China will seek a formal unification with Taiwan before
the end of the decade but some say a critical date is 2049.

. China has become increasingly assertive in the region especially in the South
China Sea and the Pacific Ocean.

. China is evaluating how the world reacts to Russia’s invasion of Ukraine and
will examine Russia’s failures and adapt their operational plans.

. Unlike Russia which has showed significant weaknesses and would quickly be
overrun by a direct conflict with the West, China boasts a military with superior
training and technological capabilities as compared to Russia that would
present a formidable adversary.

The United States has also been monitoring China’s activities regarding global
partnerships with nations in South America, Africa, and in the Pacific Rim.
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China Military Power

Total Ground Personnel Naval Vessels
1,040,000 Carriers: 3
. Amphibious Assault: 3
Aircraft Cruisers: 8
Fighters: 1900 / 3100 w/trainers Destroyers: 42
Bombers: 500 Frigates: 49
Transport: 500 Corvettes: 50
Special Mission Aircraft: 250 Landing Ships: 58

Attack Subs: 47
Nuclear Attack Subs: 6

Missiles Nuclear Powered:
Total Launchers: 1500 Ballistic Missile Subs: 6
Total Missiles: 3500 Coastal Patrol: 60

Coast Guard Ships: 141
Tanks: 3800

Artillery Pieces: 7600

Source: US DoD Report to Congress “Military and Security Developments Involving
the Peoples Republic of China, 2024”

The World Today

According to the Pew Research
Center, Half of Americans Call
China the Greatest Threat to the US

% who say ___ poses the greatest threat to the U.S.
|

China

Noone 4

North Korea || 2

PEW RESEARCH CENTER
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Space Race 3.0

Equity Investment by Investor Type
The past several years have seen

a dramatic increase in both
government and private $15bn
investment into space
infrastructure.

As Russian space capabilities
decline, China has developed
world-class capabilities that rival
the US. Europe has extensive

launch and satellite technology. Most of the attention on space has been on the

India recently landed a probe on entrepreneurial start-ups (including a dozen that entered
the Moon, only the fourth nation  the public markets in the US via a SPAC). However, their
to do so. revenues are a small percentage of the space revenues of

the larger defense firms.
Defense companies generate

billions in revenue from the Ex: The Pentagon in June 2024 chose three companies to bid for
Pentagon and NASA. $5.6 billion of space launches from 2025 through 2029.
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Commercial Aerospace

Air travel demand returned to projected growth estimates prior to the
pandemic.

About half of aircraft deliveries replace older jets with fuel-efficient models
. Manufacturers have struggled to meet demand due to supply chain issues

. New airplane demand from 2024-2043 previously valued at $8 trillion
Commercial services valued at $4.4 trillion

 Global demand (2024-2043): 43,975 new commercial jets
. Regional Jet: 1,525 Single Aisle: 33,380 Widebody: 8,065 Freighter: 1,005

 Global fleet nearly doubles to 50,200 jets (from 26,750 today), expanding by
3.2% per year over the 2024-2043 period.

Source: 2024 Boeing 20-Year Outlook
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Critical Investments

The World Today

The US government spends more than $100 billion on critical technologies.

According to data analytics firm, Govini, China’s rapid technological growth
poses a direct threat to the US defense-industrial base.

Category

Data Visualization & Interfaces

Nuclear Modernization

Adv. Communications/Network Sensing
Space Technologies

Al/Machine Learning & Autonomy
Hypersonics

Advanced Computing

S27.3 Billion
$25.2 Billion
$13.3 Billion
$13.0 Billion
$12.1 Billion
S2.3 Billion

$1.9 Billion

Top Awardee FY23
Leidos

Honeywell

Leidos

Lockheed Martin
ASGN

Lockheed Martin

Leidos

The 2024 National Security Scorecard, Govini
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Drivers

Driver 1: An Unstable Global Situation
Driver 2: The Department of Defense Budget
Driver 3: International Defense Sales

Driver 4: Acquisitions

Driver 5: Technology

Driver 6: Diversification
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Driver #1 An Unstable Global Situation

Defense spending is in part insurance against global risk and change.
Below are just some of the current global political situations monitored
by U.S. defense authorities.

* Russia’s Invasion of the Ukraine e Post-Civil War Syria

e Escalating Tensions in the Middle East e Continued Instability in Iraq

- Israel, Hamas, Hezbollah, Houthis, Iran, Syria . .
* Turkiye / President Erdogan

* Role and Position of US Internationally Ni Civil W
* Niger Civil War

e China Naval Incursions in the Pacific . .
* North Africa / Libya

* Tension Between China and Taiwan ] ]
e Yemen-Saudi Arabia

e North Korea
e Disintegration of the EU Model

e Iran / Nuclear Tensions / Terrorist Group ]
Support e Central American Drug / Gang Wars

« Hypersonic Missile Developments * Role and Position of US Internationally

e Unforeseen/Unpublicized Events
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Driver #2 The Department of Defense Budget
For FY2025, the proposed US Dep’t of Defense budget is $849.8 Billion

DoD Budget FY 2010 - FY 2025*

FY24 Supplemental Request i ibili
Then Year $ Billions O i Fiscal Rejfpzoonzs?:blhty Act
1.000 » Israel $10.6B
« Submarine Industrial Base $3.3B I
900 \ 876
Budget Control Act of 2011 852
800 I FY2025
Budget has
700 not been
50 . . formally
approved by
5 Congress at
the time of
this
presentation.

FY10 FY11 Fy12 Y14 Y15 19

DJscretJonary Budget Authority Base OCO Other Supplemental
* FY 2024 Reflects Continuing Resolution (CR)

FY 2025 aligned to Fiscal Responsibility Act funding levels
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Driver #2 The Department of Defense Budget

FY 2025 Funding
Department of Defense Budget Request $849.8 billion

By Military Department

CLEUEA LA pepartment of the
$143.78 Army
17% $185.88
22%

Department of the
Navy
$257.6B
30%

Detailed

SOCOM, $14.0B, 2%

Space Force Non-Blue,

MDA, $10.4B, 1%
$.3B, 0.03%

Space Force,

$29.4B, 3% DHA, $40.6B, 5%

Air National Guard,
$13.4B, 2%

Air Force Non-Blue
$44.9B
5%

Air Force Blue
$188.2B
22%

Marine Corps,

$53.7B, 6% "
Army National Guard,

$19.9B, 2%
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Dr iver #3 International Defense Sales

US defense contractors are less reliant on the Pentagon’s budget than ever before.
Increased sales to the global community represent a significant part of revenues.

> The United States budget is roughly 37% of the total spent

Idwid def 1 Total US Foreign Military Sales by
worldwide on defense.

Fiscal Year 3

> Combined, in 2024 the world spent $2.46 Trillion on defense.! e FY18: $55.7B

>Global arms sales by the 100 largest companies (ex-China) was * FY19:  $55.48
$534B in 2023.3 e FY20: $51.8B
. . o ) e FY21.: $34.8B
> United States Foreign Military Sales rose 45.7% to $117.9B, Direct
Commercial Sales rose 27.5% to $200.8B. 2 e FY22: $51.9B
e FY23: $80.9B
> Lockheed Martin, Boeing, Northrop Grumman, Raytheon, and

General Dynamics revenues represent more than 1/3 of the total for

e FY24:  $117.9B (up 45.7%)

the gIObaI top 100 defense su ppliers.3 1 International Institute of Strategic Study

2 US State Department, 20 January 2025
3 Defense News Top 100, 2024
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Driver #3 International Defense Budgets

2024 Defense Spending’

e USA $968 Billion
e China $235 Billion
PPP $476 Billion
* Russia $145.9 Billion
PPP $461.6 Billion
e Germany $86.0 Billion
e United Kingdom $81.1 Billion
* India $74.4 Billion
e Saudia Arabia  $71.7 Billion
* France $64 Billion
e Japan $53.0 Billion

e South Korea $43.9 Billion

Total Global Defense Spending’

e USA 39.3%
e China 9.6%
* Russia 5.9%
e Germany 3.5%
e UK 3.3%
e India 3.0%
e Saudi Arabia 2.9%
* France 2.6%
e Japan 2.1%
e South Korea 1.8%

1 lISL — January 2025
[PPP = Purchasing Power Parity)
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Driver #4

Acquisitions

On average, the defense sector sees
several hundred deals annually

= mostly small, <$100 million

= mostly private

The acquisitions provide...
= exposure to long-term contracts
= key personnel (& clearances)

= access to classified programs and
personnel

= technology & capabilities

DoD

Gives Small Business Contract

|

Small Company

Gets Contracts

l

Small Company

Acquires Other Firms

\4

Small Company

Goes Public

v l
A 4

Large Company

Acquires Small Company
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Driver #5
Technology

DoD’s mission is to maintain capabilities that
allow our military to have an advantage over an
enemy or possible enemy. The RDT&E budget is
+/- $143 billion annually — making it the largest
investor in advanced technology in the world.

Many new systems are developed over 10-15-20
year timeframes.

Areas of interest include:

> IT/Network Centric Warfare, Battlefield
Visualization, Data Visualization, Al

> Armor and Protection against IED/mines
> Robotic Vehicles & Drones, GPS, and other
technologies that put the soldier and equipment

further out of harm’s way

> Hypersonic Missiles and Defenses Against

1916 — 1918 WWI

Aircraft, the Tank, Machine Guns
1939 - 1945 WWII

Introduction of the Jet, Missiles

1946-1960+
Nuclear Weapons Age
Intercontinental Ballistic Missiles
1957- Today
Satellite Systems
1980s
Stealth Technology
2000s
Network-Centric Warfare

2010s
Drones, Autonomous Vehicles
Big Data
2020s
Hypersonic Missiles
Artificial Intelligence
Small Combat Drones
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Driver #6

Diversification

The larger defense firms tend to work
on multiple contracts for different
agencies and programs.

Using recent company investor presentations,
10K filings, and details on the index
components found in the Top 100:

Employ their skillset toward contracts
from non-military agencies such as NASA,
Dep’t of Energy, HHS, etc.

49.6% of revenues are defined as from
defense clients.?

Excluding non-defense revenues from
Boeing, RTX, GE, and Honeywell, raises this

Maintain a number of commercial and
f total to nearly 70% !

non-defense related enterprises

Commercial aerospace revenues make up
Commercial Aerospace: International nearly a third of the total and reflect a
carrier orders for aircraft is in a multi- dynamic acquisition market for aircraft. !

year manufacturing cycle expected to run
to the eqar Iy 20305 T SPADE Indexes Research, 2024
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Misperceptions vs. Reality

Spending on defense remains at historical highs...but not
as a percentage of GDP

Defense sector investing can provide diversification and
reduce portfolio risk

Defense budget levels are independent of political party

Many money managers believe that defense sector
investments should be core to a portfolio
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Misperceptions vs. Reality

The Belief

We're spending more

today than ever on
defense and security.

The Reality

In terms of actual S, yes. HOWEVER, in WWII,
the U.S. spent 34.5% of GDP on the war effort.
Today we spend ~3%.

Overview — FY 2025 Defense Budget

Figure 1.3. Defense Outlays as a Percent of Gross Domestic Product, FY 1953 - FY 2029

12% 1953: Korea

11.4%
— P ast

10% 1968: Vietnam

8.6% Projected

8%
1986: Cold War

5.9%
6% 2010: Irag/Afghanistan

4.5%

4%

2%
’ 1999 2025
2.8% 3.0%

0%
1950 1955 1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020 2025 2030
Historical data is calculated from GDP in OMB's FY 2024 PB Historical Table 10.1, Gross Domestic Product and Deflators Used in
the Historical Tables. FYs 2023 — 2029 are calculated from GDP in OMB’s Economic Assumptions for the 2025 Budget.
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Misperceptions vs. Reality

The Belief

Sector investing
adds risk

The Reality

® Not necessarily and not always. Aerospace and
Defense may be the perfect “buy and hold” investment.

® Using historical index data from 1997 to the present
and a rough backtest to the Reagan Administration in
1980—at any point in time an investor would recoup
their principal within three years after reinvesting
dividends. How many sectors can claim that over a 40+
year timeframe?

® Commercial aerospace and adjacent commercial and
government business lines add a measure of
diversification to defense stocks. As long as the world
remains unstable and there is a fear of the unknown,
an extended cyclical downcycle in defense is not
foreseen.
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Misperceptions vs. Reality

The Belief

A Republican in the
White House means
higher levels for
defense spending.

The Reality

Defense spending has little to do with political
party. It is dependent on how safe we feel.

There are members of both parties within
Congress who are against an increase in
defense spending either for societal or budget
deficit reasons.

Current proposals in Congress hope to raise
the defense budget by $100B (House) or $150B
(Senate). Meanwhile, the Secretary of Defense
and White House are calling for 8% annual cuts
(~S50B) over the next 5 years to refocus the
agency’s spending.
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Conclusion

Many money managers
believe that defense
sector investments should
be a core part to an
investment portfolio

The reasons behind the defense sector’s
growth (namely a response to a volatile
world) will be with us for some time.

The amount the U.S. spends to protect its
interests (~ 3% GDP) and offer economic and
emotional stability to its citizens is
reasonable.

Investor interest in defense sector
companies and equity funds is growing.

The SPADE Defense Index has never seen a
decline over a 30-month period after
reinvesting dividends since 1997.
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Time to Sell, Buy, or Hold?

7. Commercial air travel, domestic and

international, is in high demand as is aircraft for
freight. Boeing’s manufacturing issues continue
to be a drag on the sector but it remains one of

2. Fear (or perception of fear and the unknown) is only two global suppliers of commercial aircraft.
what drives defense stocks.

1. The status of the Russia-Ukraine conflict remains
in flux. Even a ceasefire will not lead to a situation
with a stable peace.

8. Defense companies maintain low debt levels
3. Defense stocks are not immune to downturns in limiting the impact of interest rates as compared

the market...but historically, the SPADE Defense to other industries.

Index rebounds rapidly from declines.
9. Commercial airlines maintain a large debt

4. International defense budgets and the purchase load, however financing is a small cost
Of US hardware Continues to rise. In 2023, 63% Of Compared to Operations and maintenance_
defense orders by European Union member states

went to US firms. 10. Over the long-term, defense stocks have

outperformed the market.
5. The US defense budget remains at historic highs.

Global spending on defense hit a record $2.46 11. Russia seems to be posturing for a wider
Trillion in 2024. conflict with the West. Is WWIII inevitable?

6. The US W|” Continue to Support |Srae| W|th 12 US foreign and domestic pohcy has been
defense equipment and supplies. unpredictable, creating volatility in the sector.
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Learn More

Download our free
(no registration)

special report

2024 UPDATE

DEFENSE SECTOR

An Introductory Guide

SICIONTH IS ANC IKENIOSEF

https://spadeindex.com/Files/Investing_Def
ense_Sector_Guide.pdf
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For More Information ...

Visit to learn about:
¢ Index rules / methodology Index: DXS
¢ Index constituents and details Licensed ETF: PPA

e Links to historical data and performance

Download our complimentary newsletter:

The SPADE Investor -- /defense
Contact Information SPADE® Defense Index
P.O. Box 5752

Bethesda, MD 20824-5752
Tel: (202) 596-1812

Scott Sacknoff, Index Manager
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