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Introduction

Dividend indices are one of the most widely recognized factor-based
strategies. According to Morningstar, as of Dec. 31, 2021, the
number of dividend-focused exchange-traded products (ETPSs)
globally has reached 344, with over USD 385 billion in AUMs. In
2021, dividend ETPs drew close to USD 50 billion of assets inflow.
In Korea, the dividend factor is the most popular factor, with over
USD 642 million in AUMs, which accounted for 47% of the Korean
factor ETP market.!

In this paper, we will take a deep dive into the Korean dividend
market and analyze how the Korean high dividend yield strategy has
performed historically.

Korea Dividend Market

Unlike investors in the U.S., Korean investors face higher
uncertainties when it comes to dividend payment. This is because, in
Korea, the dividend ex-date is fixed to be the penultimate business
day of the fiscal year-end and comes before the dividend
announcement date.

1 Morningstar, "A Global Guide to Strategic-Beta Exchange-Traded Products," June 2022.
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Historically, Korean companies have been reluctant to pay out a dividend, preferring to keep
the profit and reinvest. However, the Korean government has implemented a series of
activities intended to induce companies to pay out more dividends over the past decade, which
could encourage broader equity ownership, improve corporate governance and enhance
shareholders’ rights. Therefore, throughout the past decade, the government has made
various attempts to cultivate a dividend payment culture.

To guide institutional investors in effectively exercising their stewardship responsibilities, the
Financial Services Commission (FSC) first introduced the Stewardship Code in 2015.2 In
2018, the nation’s largest institutional investor National Pension Service (NPS) took the lead in
adopting the Stewardship Code,? followed by other institutions. As of Aug. 31, 2022, 193
institutional investors participated in the Stewardship Code.* As major stakeholders of Korean
equities, these institutions could effectively influence companies to improve dividend policy and
increase profit distribution.

Meanwhile, the government continued to provide a tax incentive to encourage payouts. During
2015-2017, the government lowered dividend tax from 14% to 9% for stockholders of qualified
high-dividend companies.® In 2022, the government proposed a 3% corporate tax cut to boost
corporate income, which could end up benefiting dividend payouts. After years of efforts, a
significant shift in the attitude toward dividends is beginning.

We have observed three major trends in the Korean dividend market over the past decade.

1. Steady growth of dividend pool.
2. Improved dividend sustainability.
3. Increased adoption of interim dividend.

Steady Growth of Dividend Pool

Over the past 10 years, the Korean market has shown improvement in various aspects,
indicating a shift toward a dividend payment culture. The size of the total dividend pool for
companies in the S&P Korea BMI reached USD 43 billion in 2021, which is more than three
times that in 2011 (see Exhibit 1). Its 10-year compound annual growth rate (CAGR) reached
12.4%—the highest among developed markets in the Asia Pacific region and greater than the
global average of 6.9% (see Exhibit 2).

2 Mee-Hyon Lee, "Introduction of the Stewardship Code in Korea," 2017.

3 Financial Times, "South Korea pension fund adopts stewardship code," July 2018.

4 The Korea Corporate Governance Service (KCGS), data retrieved as of Aug. 31, 2022, from
http://sc.cgs.or.kr/eng/patrticipation/investors.jsp.

5 J.H.Leeand Y. Lee, "Dividend taxes and payout policy: Evidence from Korea's 2015-2017 dividend tax cut," Journal of Economic
Research 24 (2019) 157-196, 2019.
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At the same time, companies have been distributing a larger portion of earnings to
shareholders, as the payout ratio increased from 14% to 23% over the past decade. In
international markets, a payout ratio of 23% is still below the global average of 34.9% (see
Exhibit 2), indicating more room for earnings distribution in Korea.

Exhibit 1: Evolution of Dividend Payments in the Korean Market

Year Size of _Di_vidend Pool Earning_s_ Payout Ratio Tr_a!ling 12-_M0nth Nun_1ber qf_Companies
(USD Billions) (USD Billions) (%) Dividend Yield (%) Paying Dividends
2011 13.05 89.85 145 14 358
2012 11.58 93.02 125 1.0 295
2013 12.93 83.93 15.4 1.0 338
2014 15.47 89.03 17.4 1.2 396
2015 19.64 94.62 20.8 15 480
2016 21.65 100.41 21.6 16 512
2017 26.53 140.13 18.9 14 498
2018 33.79 136.43 24.8 4.0 512
2019 33.09 78.05 42.4 2.2 470
2020 34.05 91.04 37.4 1.4 496
2021 43.21 187.96 23.0 2.3 663

Source: S&P Dow Jones Indices LLC, FactSet. Data as of July 31, 2022. Table is provided for illustrative purposes.

Exhibit 2: Korean Dividend Payment Growth Compared with International Markets
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Source: S&P Dow Jones Indices LLC, FactSet. Data as of July 31, 2022. Charts are provided for illustrative purposes.
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Improved Dividend Sustainability

Exhibit 3 shows the number of companies that increased or maintained dividend payouts over
the past three years. In 2021, 482 companies had a three-year dividend increase, up from 215
in 2011. To be stricter with dividend sustainability, instead of just studying an increase from
three years ago to today, we can also measure whether a company can maintain or increase
the dividend for three consecutive years. Even with this condition, Exhibit 4 shows that 322
companies, or almost one-half of the Korean dividend-paying companies in 2021, have
increased or maintained dividends for three consecutive years, compared with 136 companies
back in 2011. Exhibits 3 and 4 both show strong evidence of improving dividend sustainability
in the Korean market.

Exhibit 3: Number of Companies that Increased or Maintained Dividends on a Three-

Year Basis
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Source: S&P Dow Jones Indices LLC, FactSet. Data as of July 31, 2022. Chart is provided for illustrative purposes.

Exhibit 4: Number of Companies that Increased or Maintained Dividends on a Three-
Year Consecutive Basis
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Source: S&P Dow Jones Indices LLC, FactSet. Data as of July 31, 2022. Chart is provided for illustrative purposes.
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More Adoption of Interim Dividends

Historically, most Korean companies that pay cash dividends will have only done so once a
year at the end of the fiscal year. However, in the past decade, a growing number of
companies have shifted from annual to more frequent dividend distributions, such as
semiannual or quarterly. Combined with improved sustainability, this may help to further
increase the predictability of Korean dividends.

According to the Korea Times, the amount of interim dividends reached KRW 4.39 trillion (USD
3.75 billion) in June 2021, up 66.9% year-over-year.® The number of companies paying
dividiends quarterly and semiannually increased to 58 in 2021, from 33 in the previous year
(see Exhibit 5). Major financial institutions such as KB, Shinhan and Woori started to pay
interim dividends in 2021.

Exhibit 5: Number of Companies Paying Interim Dividends
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Source: S&P Dow Jones Indices LLC, FactSet. Data as of July 31, 2022. Chart is provided for illustrative purposes.

Exhibit 6 shows the number of ex-dividend dates that occurred in 2021. Most dividends went
ex-date in December. A growing number of companies that adopted interim dividends mainly
contributed to the dividend events in June and other months.

6 Korea Times.. "Korean firms' interim dividends surge to record high."” September 2021.
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Exhibit 6: Number of Dividend Ex-Dates by Months in 2021
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Source: S&P Dow Jones Indices LLC, FactSet. Data as of July 31, 2022. Chart is provided for illustrative purposes.

High Dividend Yield Strategy Performance

There is a rich library of literature that documents how strategies focused on high dividend
yield stocks have generated higher historical returns relative to the market and strategies that
focus on low dividend yield stocks. Fama and French found an increasing predictive power of
dividend yield to long-term stock returns as the forecast horizon extended from months to
years.” “The Dogs of the Dow” is a simple investment strategy that buys the 10 stocks in the
Dow Jones Industrial Average® (DJIA) with the highest dividend yield and rebalances on an
annual basis. Michael O’Higgins found that over 26 years, this high dividend yield portfolio
generated a 17.9% annualized return, outperforming the 13% annualized return of the DJIA.®
Jeremy Siegel conducted a study to rank stocks in the S&P 500® by dividend yield, assigned
into five quintile portfolios and rebalanced annually. He found that during the period from 1957
to 2002, the highest yield quintile generated a 14.27% annualized return versus an annualized
return of 11.18% for the S&P 500.° Robert Arnott split the 200 years of U.S. equity total
returns between 1802 and 2002 into four components: dividend, real dividend growth, inflation
and valuation expansion. He found that the total annualized return of 7.9% in this period
consisted of a 5.0% return from dividends, a 1.4% return from inflation, a 0.6% return from
rising valuation levels and a 0.8% return from real growth in dividends. He concluded that
“dividends are the main source of the real return we expect from stocks."*°

7 Fama, Eugene F. and K. R. French. "Dividend Yields and Expected Stock Returns.” Journal of Financial Economics, Vol. 22, Issue 1
(October 1988), pp. 3-25.

8 Michael O'Higgins and John Downes. “Beating the Dow.” HarperCollins, 1991.
9 Jeremy J. Siegel. "The Future for Investors, Why the Tried and the True Triumph over the Bold and the New." Crown Business, 2005.

10 Arnott, Robert D. “Dividends and the Three Dwarfs.” Financial Analysts Journal, Vol. 59, Issue 2, pp. 4-6, 2003..
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In the Korean market, researchers also found a similar relationship between high dividend yield
and stock returns. Samuel Xin Liang used the Fama-MacBeth regression to analyze the cross-
sectional stock return predictability and concluded that dividend yield was a significant
predictor of stock returns after controlling for market, value, size, momentum and GDP growth
factors in the Korean market. In the next section, we will conduct an extensive empirical study
to analyze the high dividend yield strategy’s performance in the Korean market.

Empirical Study

Following the spirit of previous dividend research, we analyzed the performance of hypothetical
portfolios formed on trailing 12-month dividend yield. Our starting universe is the KOSPI 200
Index. At each December month-end, we sort dividend-paying stocks based on the trailing 12-
month dividend yield and assign them to three hypothetical portfolios: high dividend yield,
medium dividend yield and low dividend yield, with companies that did not pay dividends
assigned to a fourth separate portfolio. Exhibit 7 shows the equal-weighted returns of each
hypothetical portfolio. We can see that in most of the back-tested time horizons, the high
dividend yield portfolio outperformed the other portfolios. Other than in the three-year back-
tested window, the relationship between yield and historical performance was monotonic,
meaning that as we move from the low dividend yield portfolio to the high dividend yield
portfolio, the historical performance increases. The risk, as measured by annualized standard
deviation of daily returns, was lowest for the hypothetical high dividend yield portfolio. The
non-dividend payers’ long-term performance in history was slightly below the market,
generating the highest risk among all the hypothetical portfolios. We calculated the
performance of the hypothetical market-cap-weighted portfolio, and the conclusion was similar
(see Exhibit 12 in Appendix).
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Exhibit 7: Historical Equal-Weighted Performance of KOSPI 200 Index Stocks Sorted
into Hypothetical Dividend Portfolios
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All portfolios are hypothetical.
Source: S&P Dow Jones Indices LLC, FactSet. Data as of July 31, 2022. Index performance based on total returns in KRW Past
performance is no guarantee of future results. Chart is provided for illustrative purposes.

We have seen from empirical data that the hypothetical high dividend yield portfolio historically
generated better performance than the broad market index and the hypothetical low dividend
yield portfolio. From a theoretical perspective, what are the reasons that could explain the
outperformance of the high dividend yield strategy? We summarized three potential
explanations from the literature: value premium, low volatility premium and a reduction in
agency cost.

Value Premium

Dividend investing tends to overlap with value investing, because companies that have high
dividend yields tend to have low valuation ratios. Companies that pay dividends may reinvest
less and therefore expect to grow at a lower rate in the future. High dividend yield could mean
tilting away from growth style. Some researchers attribute the outperformance of the high
dividend yield strategy to the value premium. Value is a well-documented factor in academic
literature (e.g., Fama French [1992] and Lakonishok, Schleifer and Vishny [1994]). Fama and
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French claimed the value premium exists because value stocks are riskier.'! However, as we
can see in Exhibit 7, the hypothetical portfolio with the highest dividend yield had the lowest
risk, so the higher risk argument for value premium might not be applicable here. Instead,
Lakonishok, Schleifer and Vishny explained the value premium from a behavior bias angle;
they argued that market participants tend to consistently overestimate the future growth rate of
growth stocks, which leads to underperformance relative to value stocks.'? This behavioral
description may still hold to explain part of the dividend outperformance.

Low Volatility Premium

Given that the hypothetical portfolio with the highest dividend yield had lower volatility than the
broad market, some researchers argue that part of the dividend outperformance could be
attributed to the low volatility premium. From the behavioral side, the “preference of lottery”
theory argues that some investors value lottery stocks (higher volatility) that may generate
extreme gains more highly than lower volatility stocks. This demand creates systematic
overpricing of high volatility stocks, which leads to lower expected returns.*®* On the market
structure side, the limited usage of leverage forces investors who demand higher market beta
to buy higher risk stocks instead of using leverage, which creates excess demand for high
volatility stocks, again elevating their prices and lower expected returns.4

Reduction in Agency Cost

Dividend-paying firms tend to be large and mature with sufficient cash flow generation
capabilities. For firms with free cash flows, the principal-agent conflict is important to consider.
The common usages of free cash flows are reinvestments in projects, searching for M&A
activities, paying out dividends and buying back stocks. Instead of managers engaging in
empire-building activities to reinvest in negative net present value projects or pursue M&A
targets that may affect shareholder value, companies might be better off if managers paid out
dividends to shareholders, which may also reduce the agency cost (e.g., Easterbrook [1984]*°
and Jensen [1986]%¢).

11 Fama, Eugene F and French, Kenneth R. "The Cross-Section of Expected Stock Returns." Journal of Finance, American Finance
Association, Vol. 47(2), pp. 427-465, June 1992.

12 Lakonishok, Josef, et al. “Contrarian Investment, Extrapolation, and Risk.” The Journal of Finance, Vol. 49, No. 5, pp. 1541-78, 1994.
JSTOR. Accessed Sept. 22, 2022

13 Bali, Turan G., Stephen Brown, Scott Murray and Yi Tang, “A Lottery-Demand-Based Explanation of the Beta Anomaly.” Journal of
Financial and Quantitative Analysis, Vol. 52, No. 6, pp. 2369-2397, Dec. 1, 2016.

14 Baker, Malcom, Brendan Bradley and Jeffrey Wurgler, “Benchmarks as Limits to Arbitrage: Understanding the Low-Volatility Anomaly,”
Financial Analysts Journal, Vol. 67, No. 1, pp. 40-54, Jan. 21, 2011.

15 Easterbrook, Frank H. “Two Agency-Cost Explanations of Dividends.” The American Economic Review, vol. 74, no. 4, 1984, pp. 650-59.
JSTOR, http://www.jstor.org/stable/1805130. Accessed Sept. 22, 2022.

16 Jensen, Michael C. “Agency Costs of Free Cash Flow, Corporate Finance, and Takeovers.” The American Economic Review, vol. 76, no. 2,
1986, pp. 323-29. JSTOR, http://www.jstor.org/stable/1818789. Accessed Sept. 22, 2022
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Empirical Study Continued

To perform a robustness test, we also conducted a similar exercise using the S&P Korea BMI
universe. The S&P Korea BMI tracks the large-, mid- and small-cap stocks in the Korean
market and is a broader universe than the KOSPI 200 Index. In this case, since we have more
securities in the underlying universe, we can break the constituents into five hypothetical
quintile portfolios. The performance patterns of the hypothetical equal-weighted portfolio were
similar to what we observed in the KOSPI 200 Index universe (see Exhibit 13 in Appendix).
However, we found something new in the performance patterns of the market-cap-weighted
portfolio. In particular, the return pattern was no longer monotonic, and the highest return in
most of the back-tested time horizons came from the second-highest dividend yield quintiles.
The hypothetical highest dividend yield quintile underperformed the second highest yield
quintile.

Exhibit 8: Historical Cap-Weighted Performance of S&P Korea BMI Stocks Sorted into
Hypothetical Dividend Portfolios
Annualized Compounded Returns
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Source: S&P Dow Jones Indices LLC, FactSet. Data from Dec. 31, 2004, to Aug. 31, 2022. Index performance based on total return in KRW.
Past performance is no guarantee of future results. Charts are provided for illustrative purposes.
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This finding is consistent with studies from other regions. For example, using portfolios formed
on dividend yield data from Professor Ken French’s data library, we can see that the best-
performing quintile was also the second-highest dividend yield quintile in both the equal-
weighted and the cap-weighted versions.'” Some of the relatively weak performance in the
highest dividend yield portfolio could be due to dividend sustainability and earnings in the
constituents.

Dividend Sustainability

Companies tend to have consistent dividend policies and are generally reluctant to change
them, as revisions in dividend policies can have a signaling effect. Changes in dividend
policies conveys important information to market participants. When a company increases its
dividend, it is signaling that it could pay a higher dividend in the long term, which indicates
management’s confidence in the company’s profitability and cash flow going forward.
Companies that are able to continuously maintain or increase cash dividends for multiple years
tend to be disciplined and financially robust. In addition, since cash dividends in Korea are
declared after the ex-dividend date, dividend sustainability could help to mitigate potential
dividend drop risk and ensure more predictable dividend cash flows. Historically, these
companies have been more likely to endure difficult times and provide better long-term returns.
On the other hand, decreasing dividends is usually a negative signal that could lead to poor
stock performance.

To test the impact of the change in dividend policies on stock performance, we can divide the
KOSPI 200 Index companies into four hypothetical portfolios: 1) no payment in both the prior
and current period (Non-Payers); 2) maintaining positive dividend payments in prior periods
and current period (Maintaining); 3) increasing dividend payments from prior periods to current
period (Increasing); and 4) decreasing dividend payments from prior periods to current period
(Decreasing). We rebalanced the portfolio annually in December. When measuring the
change in dividends from the prior period to the current one, we looked at both the one-year
and three-year changes. The three-year change can remove some of the short-term cyclical
impacts. Exhibit 9 shows that the best-performing hypothetical portfolio was either the
Increasing or Maintaining portfolio; the Decreasing and Non-Payers portfolios underperformed.

17 See https://mba.tuck.dartmouth.edu/pages/faculty/ken.french/data_library.html
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Exhibit 9: Hypothetical Portfolio Performance Based on Different Dividend Policy
Changes in the KOSPI 200 Index Universe

One-Year Dividend Changes
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All portfolios are hypothetical.
Source: S&P Dow Jones Indices LLC, FactSet, KRX. Data from Dec. 31, 2004, to Aug. 31, 2022. Index performance based on total return in
KRW. Past performance is no guarantee of future results. Charts are provided for illustrative purposes.

Earnings

Due to the stickiness of dividend policies, some companies may have negative earnings while
continuing to pay dividends—this is not sustainable either. Companies should have positive
earnings to support dividend payments. Positive earnings themselves are a characteristic that
shows the profitability of the company, which is a critical element in evaluating a company’s
quality. This is particularly important for dividend-paying companies. To test the impact of
earnings on stock performance, we can split the KOSPI 200 Index's companies into two
hypothetical porfolios: companies with positive earnings and companies with negative or zero
earnings, and rebalance them annually in December. Exhibit 10 shows that the equal-
weighted hypothetical positive earnings portfolio outperformed the hypothetical negative or
zero earnings portfolio throughout the index's history. Companies in the hypothetical highest
dividend yield portfolio may pay more dividends than their earnings can afford.
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Exhibit 10: Historical Performance of Hypothetical Portfolios Formed on Earnings in the
KOSPI 200 Index Universe
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Source: S&P Dow Jones Indices LLC, FactSet, KRX. Data from Dec. 31, 2004, to Aug. 31, 2022. Index performance based on total return in
KRW. Past performance is no guarantee of future results. Chart is provided for illustrative purposes.

The importance of dividend sustainability and positive earnings inspired us to do one more
experiment to see whether we could improve the high dividend yield portfolio’s performance by
incorporating screens on dividend growth and earnings. To test the impact, we conducted a
similar exercise as that shown in Exhibit 7, but this time we first screened companies with non-
negative three-year dividend growth and companies with positive earnings. After the
screening, we sorted stocks based on their trailing 12-month dividend yield and assigned them
to three portfolios. We can compare the rolling three-year performance difference between the
hypothetical high dividend yield portfolio after screens and the hypothetical high dividend yield
portfolio before screens from Exhibit 7. Exhibit 11 shows that in both the equal-weighted and
cap-weighted versions, the hypothetical high dividend yield portfolio after earnings and
dividend growth screens was more likely to outperform the hypothetical high dividend yield
portfolio without screens. In the three-year rolling returns, representing 177 three-year return
sample observations from December 2004, about 60% of the time in the equal-weighted
version, the hypothetical high dividend yield portfolio with screens beat the hypothetical high
dividend yield portfolio without screens (67% of the time in the cap-weighted version). The
average outperformance was 40 bps per year in the equal-weighted version and 43 bps per
year in the cap-weighted version.
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Exhibit 11: Three-Year Rolling Performance Difference between Hypothetical High
Dividend Yield Portfolios with Screens and without Screens
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All portfolios are hypothetical.
Source: S&P Dow Jones Indices LLC, FactSet, KRX. Data from Dec. 31, 2004, to Aug. 31, 2022. Index performance based on total return in
KRW. Past performance is no guarantee of future results. Charts are provided for illustrative purposes.

Conclusion

Through analyzing the development of the dividend market in Korea over the past decade, we
found that the overall dividend pool has been growing steadily, and more companies in Korea
are now paying stable dividends and have started adopting interim dividend payments.
Consistent with other markets, we found that in Korea, a hypothetical high dividend yield
portfolio historically outperformed the market and a hypothetical low yield portfolio.
Incorporating dividend sustainability and earnings screens may further improve a hypothetical
high dividend yield portfolio’s performance.
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Appendix

Exhibit 12: Historical Cap-Weighted Performance of KOSPI 200 Index Stocks Sorted into
Hypothetical Dividend Portfolios
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All portfolios are hypothetical.
Source: S&P Dow Jones Indices LLC, FactSet, KRX. Data from Dec. 31, 2004, to Aug. 31, 2022. Index performance based on total return in
KRW. Past performance is no guarantee of future results. Chart is provided for illustrative purposes.
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Exhibit 13: Equal-Weighted Performance of S&P Korea BMI Stocks Sorted into Dividend

Portfolios
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All portfolios are hypothetical.
Source: S&P Dow Jones Indices LLC, FactSet. Data from Dec. 31, 2004, to Aug. 31, 2022. Index performance based on total return in KRW.
Past performance is no guarantee of future results. Chart is provided for illustrative purposes.
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General Disclaimer

© 2022 S&P Dow Jones Indices. All rights reserved. S&P, S&P 500, SPX, SPY, The 500, US500 , US 30, S&P 100, S&P COMPOSITE 1500,
S&P 400, S&P MIDCAP 400, S&P 600, S&P SMALLCAP 600, S&P GIVI, GLOBAL TITANS, DIVIDEND ARISTOCRATS, Select Sector, S&P
MAESTRO, S&P PRISM, S&P STRIDE, GICS, SPIVA, SPDR, INDEXOLOGY, iTraxx, iBoxx, ABX, ADBI, CDX, CMBX, LCDX, MBX, MCDX,
PRIMEX, TABX, HHPI, IRXX, I-SYND, SOVX, CRITS, CRITR are registered trademarks of S&P Global, Inc. (“S&P Global”) or its affiliates.
DOW JONES, DJIA, THE DOW and DOW JONES INDUSTRIAL AVERAGE are trademarks of Dow Jones Trademark Holdings LLC (“Dow
Jones”). These trademarks together with others have been licensed to S&P Dow Jones Indices LLC. Redistribution or reproduction in whole or
in part are prohibited without written permission of S&P Dow Jones Indices LLC. This document does not constitute an offer of services in
jurisdictions where S&P Dow Jones Indices LLC, S&P Global, Dow Jones or their respective affiliates (collectively “S&P Dow Jones Indices”)
do not have the necessary licenses. Except for certain custom index calculation services, all information provided by S&P Dow Jones Indices
is impersonal and not tailored to the needs of any person, entity or group of persons. S&P Dow Jones Indices receives compensation in
connection with licensing its indices to third parties and providing custom calculation services. Past performance of an index is not an
indication or guarantee of future results.

It is not possible to invest directly in an index. Exposure to an asset class represented by an index may be available through investable
instruments based on that index. S&P Dow Jones Indices does not sponsor, endorse, sell, promote or manage any investment fund or other
investment vehicle that is offered by third parties and that seeks to provide an investment return based on the performance of any index. S&P
Dow Jones Indices makes no assurance that investment products based on the index will accurately track index performance or provide
positive investment returns. S&P Dow Jones Indices LLC is not an investment advisor, and S&P Dow Jones Indices makes no representation
regarding the advisability of investing in any such investment fund or other investment vehicle. A decision to invest in any such investment
fund or other investment vehicle should not be made in reliance on any of the statements set forth in this document. S&P Dow Jones Indices
is not an investment adviser, commodity trading advisor, commodity pool operator, broker dealer, fiduciary, promoter” (as defined in the
Investment Company Act of 1940, as amended), “expert” as enumerated within 15 U.S.C. § 77k(a) or tax advisor. Inclusion of a security,
commodity, crypto currency or other asset within an index is not a recommendation by S&P Dow Jones Indices to buy, sell, or hold such
security, commodity, crypto currency or other asset, nor is it considered to be investment advice or commodity trading advice.

These materials have been prepared solely for informational purposes based upon information generally available to the public and from
sources believed to be reliable. No content contained in these materials (including index data, ratings, credit-related analyses and data,
research, valuations, model, software or other application or output therefrom) or any part thereof (“Content”) may be modified, reverse-
engineered, reproduced or distributed in any form or by any means, or stored in a database or retrieval system, without the prior written
permission of S&P Dow Jones Indices. The Content shall not be used for any unlawful or unauthorized purposes. S&P Dow Jones Indices and
its third-party data providers and licensors (collectively “S&P Dow Jones Indices Parties”) do not guarantee the accuracy, completeness,
timeliness or availability of the Content. S&P Dow Jones Indices Parties are not responsible for any errors or omissions, regardless of the
cause, for the results obtained from the use of the Content. THE CONTENT IS PROVIDED ON AN “AS IS” BASIS. S&P DOW JONES
INDICES PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE
ERRORS OR DEFECTS, THAT THE CONTENT’'S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE
WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Dow Jones Indices Parties be liable to any party for any
direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses
(including, without limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the
possibility of such damages.

S&P Global keeps certain activities of its various divisions and business units separate from each other in order to preserve the independence
and objectivity of their respective activities. As a result, certain divisions and business units of S&P Global may have information that is not
available to other business units. S&P Global has established policies and procedures to maintain the confidentiality of certain non-public
information received in connection with each analytical process.

In addition, S&P Dow Jones Indices provides a wide range of services to, or relating to, many organizations, including issuers of securities,
investment advisers, broker-dealers, investment banks, other financial institutions and financial intermediaries, and accordingly may receive
fees or other economic benefits from those organizations, including organizations whose securities or services they may recommend, rate,
include in model portfolios, evaluate or otherwise address.

KRX and KOSPI are trademarks of The Korea Exchange and have been licensed for use by S&P Dow Jones Indices.
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