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IS THERE VALUE IN VALUE?

e After years of waiting, could this be the timme for Value?
¢ Our research suggests that there is value in Value
¢ We now see momentum and the start of inflows into Value funds

Long-term Popularity of Value

Value-weighted is one of the easiest to define and best known of smart beta factors. There is much academic
proof that Value outperforms over the long term and, as such, there are many supporters of this approach to
investing. Nevertheless, Value has been out of favour for years, both because of the threat of economic
recession globally as China slowed down and Europe struggled — when it was a necessity to look for companies
delivering growth — and also because of the demand for other factors such as Low Volatility.

After several years of underperformance, we now believe that the Value factor is ready to outperform the
general market, and it is time to consider Value-Weighted funds again. There is convincing value within Value,
and at the same time other factors are looking expensive. The economic environment is also right; barring a
shock win from Trump in the US Presidential election, which could cause short-term market weakness,
investors appear relatively confident about growth and equities in general.

The low, and in some cases negative, correlation of Value to other factors such as Momentum, Quality and Low
Volatility means that it has performed differently to other factors. Therefore, even if you don’t think about
Value for higher returns now, you should consider the portfolio diversification it could provide.

Chart 1: Indexed Returns of Style Factors

120

115

110

105

100

95

90 T T T T T T T T T T T T
Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep
2015 2015 2015 2015 2016 2016 2016 2016 2016 2016 2016 2016 2016

s ]SCI World Index e MSCl World Value Weighted Net
s MSCI World Minimum Volatility Price Return === MSC| World Quality Price
ms MSCI World High Dividend Yield Price Return s====MSC| World Momentum

Source: Bloomberg Finance L.P as at 30 September 2016.



There is Momentum in Value

Along with much of the equity market, equities that fit into the Value category fell sharply on the
announcement of the UK’s vote to leave the EU, which unsettled markets globally; however, since then, these
cheaper stocks have recovered more strongly than the rest. Chart 1 shows the sharp increase in prices since 27
June (two trading days after the Brexit announcement). At the same time, returns from Low (or Minimum)
Volatility and Momentum styles fell in September after being relatively flat in August. This change in style
leadership is quite marked after several years in the opposite direction. Is this reversal in fortune set to
continue? To retain this positive momentum, various other factors must also fall into place.

There is Value in Value

There are several ways we can look at valuation, for example historically, relative to the general market, or
relative to other factors. The following chart allows us to do this in one glance. Valuation is calculated as a
combination of price to earnings (i.e. P/E), price to book value, price to cash earnings and price to sales. Each
factor’s trading range is shown as a vertical line from its minimum to maximum point relative to the parent
index (where the line is below zero it indicates that the factor is cheaper than its parent; for example, Minimum
Volatility shares usually trade between a small discount to the market and a modest premium). Currently,
Minimum Volatility shares, as a group, are trading right at the top of their historical trading range (calculated
since the end of 2001) as indicated by the blue diamond. This is slightly above the average for this factor, as
represented by the gold square symbol.

All of the factors on Chart 2, other than Value-Weighted, are trading at the top of their ranges and above their
average valuation. Value-Weighted is the only factor that is trading below its average valuation.

Chart 2: Relative Valuation of Style Factors
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Source: MSCI. As at 31 August 2016. Valuations comprised of P/E, P/BV, P/CE, P/S.

There are Flows into Value

It is early days, but after years of outflows, investors are now starting to dip their toes back into Value funds.
There are particularly strong signs that smart beta investors are switching their preferences. Amongst our SPDR
sector funds we have seen inflows into Energy over recent months, which features highly as a Value sector.
Together with Materials, which also demonstrates Value, the sector is enjoying earnings forecast upgrades.
Meanwhile, there have been recent forecast cuts and outflows from more expensive sectors such as
Healthcare.



The Outlook is Supportive for Value

Part of the reason for the newly emerged investor optimism in Value comes from the more attractive economic
background. (Value shares cannot be expected to outperform in a time when investors are very nervous and
are hunting for growth, in which case they would be bidding up any stocks showing any earnings growth to a
larger premium.) As we stand, the US economy is relatively strong and we are seeing an improving earnings
trend, helped particularly by the bounce in the Energy earnings forecast. Meanwhile in Europe, investor
sentiment is improving given the supportive quantitative easing of the ECB.

In a low return environment, investors look for their returns where they can find them. Most investors will look
to equities for better returns than fixed income or other assets, including commaodities, in the next few years.
Within equities, SSGA’s research team, ISG, forecasts that Value will outperform other factors including Quality
and Minimum Variance during both the next 12 months and over longer periods, such as three to five years.

The chart below shows forecast returns for Value-Tilted equities of 4.7% (vs. 2.7% for Global Developed) for
one year and 8.7% (vs. 6.8%) for three to five years, albeit with slightly higher volatility.

Chart 3: Asset Class Forecasts (returns in %)
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Source: State Street Global Advisors (SSGA) Investment Solutions Group. As at 30 June 30 2016.
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For Investors in Austria: The offering of SPDR ETFs by the Company has been notified to the Financial Markets Authority (FMA) in accordance with
section 139 of the Austrian Investment Funds Act. Prospective investors may obtain the current sales Prospectus, the articles of incorporation, the KIID as
well as the latest annual and semi-annual report free of charge from State Street Global Advisors GmbH, Brienner Strasse 59, D-80333 Munich. Telephone
+49 (0)89-55878-400. Facsimile +49 (0)89-55878-440.

For Investors in Finland: The offering of funds by the Companies has been notified to the Financial Supervision Authority in accordance with Section 127
of the Act on Common Funds (29.1.1999/48) and by virtue of confirmation from the Financial Supervision Authority the Companies may publicly
distribute their Shares in Finland. Certain information and documents that the Companies must publish in Ireland pursuant to applicable Irish law are
translated into Finnish and are available for Finnish investors by contacting State Street Custodial Services (Ireland) Limited, 78 Sir John Rogerson’s Quay,
Dublin 2, Ireland.

For Investors in France: This document does not constitute an offer or request to purchase shares in the Companies. Any subscription for shares shall be
made in accordance with the terms and conditions specified in the complete Prospectuses, the KlIDs, the addenda as well as the Companies’
Supplements. These documents are available from the Companies’ centralizing correspondent: State Street Banque S.A., 23-25 rue Delariviere- Lefoullon,
92064 Paris La Defense Cedex or on the French part of the site www.spdrseurope.com. The Companies are undertakings for collective investment in
transferable securities (UCITS) governed by Irish law and accredited by the Central Bank of Ireland as a UCITS in accordance with European Regulations.
European Directive no. 2009/65/CE dated 13 July 2009 on UCITS, as amended, established common rules pursuant to the cross-border marketing of
UCITS with which they duly comply. This common base does not exclude differentiated implementation. This is why a European UCITS can be sold in
France even though its activity does not comply with rules identical to those governing the approval of this type of product in France. The offering of
these compartments has been notified to the Autorité des Marchés Financiers (AMF) in accordance with article L214-2-2 of the French Monetary and
Financial Code.

For Investors in Germany: The offering of SPDR ETFs by the Companies has been notified to the Bundesanstalt fiir Finanzdienstleistungsaufsicht (BaFin) in
accordance with section 310 of the German Capital Investment Act. Prospective investors may obtain the current sales Prospectuses, the articles of
incorporation, the KIIDs as well as the latest annual and semi-annual report free of charge from State Street Global Advisors GmbH, Brienner Strasse 59,
D-80333 Munich. Telephone +49 (0)89-55878-400. Facsimile +49 (0)89-55878-440.

Ireland: State Street Global Advisors Ireland Limited is regulated by the Central Bank of Ireland. Incorporated and registered in Ireland at Two Park Place,
Upper Hatch Street, Dublin 2. Registered number 145221. Member of the Irish Association of Investment Managers.

Italy: State Street Global Advisors Limited, Milan Branch (Sede Secondaria di Milano) is a branch of State Street Global Advisors Limited, a company
registered in the UK, authorised and regulated by the Financial Conduct Authority (FCA ), with a capital of GBP 71'650'000.00, and whose registered office
is at 20 Churchill Place, London E14 5HJ. State Street Global Advisors Limited, Milan Branch (Sede Secondaria di Milano), is registered in Italy with
company number 06353340968 - R.E.A. 1887090 and VAT number 06353340968 and whose office is at Via dei Bossi, 4 - 20121 Milano, Italy. Telephone:
39 02 32066 100. Facsimile: 39 02 32066 155.

For Investors in Luxembourg: The Companies have been notified to the Commission de Surveillance du Secteur Financier in Luxembourg in order to
market its shares for sale to the public in Luxembourg and the Companies are notified Undertakings in Collective Investment for Transferable Securities
(UCITS).

For Investors in the Netherlands: This communication is directed at qualified investors within the meaning of Section 2:72 of the Dutch Financial Markets
Supervision Act (Wet op het financieel toezicht) as amended. The products and services to which this communication relates are only available to such
persons and persons of any other description should not rely on this communication. Distribution of this document does not trigger a licence requirement
for the Companies or SSGA in the Netherlands and consequently no prudential and conduct of business supervision will be exercised over the Companies
or SSGA by the Dutch Central Bank (De Nederlandsche Bank N.V.) and the Dutch Authority for the Financial Markets (Stichting Autoriteit Financiéle
Markten). The Companies have completed their notification to the Authority Financial Markets in the Netherlands in order to market their shares for sale
to the public in the Netherlands and the Companies are, accordingly, investment institutions (beleggingsinstellingen) according to Section 2:72 Dutch
Financial Markets Supervision Act of Investment Institutions.

For Investors in Norway: The offering of SPDR ETFs by the Companies has been notified to the Financial Supervisory Authority of Norway (Kredittilsynet)
in accordance with applicable Norwegian Securities Funds legislation. By virtue of a confirmation letter from the Financial Supervisory Authority dated 28
March 2013 (16 October 2013 for umbrella 1l) the Companies may market and sell their shares in Norway.

For Investors in Spain: SSgA SPDR ETFs Europe | plc and SSgA SPDR ETFs Europe Il plc have been authorised for public distribution in Spain and are
registered with the Spanish Securities Market Commission (Comisién Nacional del Mercado de Valores) under no.1244 and no.1242. A copy of the
Prospectuses and Key Investor Information Documents, the Marketing Memoranda, the fund rules or instruments of incorporation as well as the annual
and semi-annual reports of SSgA SPDR ETFs Europe | plc and SSgA SPDR ETFs Europe Il plc may be obtained from the Spanish distributors. The complete
lists of the authorised Spanish distributors of SSgA SPDR ETFs Europe | plc and SSgA SPDR ETFs Europe Il plc is available on the website of the Securities
Market Commission (Comisién Nacional del Mercado de Valores).

For Investors in the UK: The Companies are recognised schemes under Section 264 of the Financial Services and Markets Act 2000 (“the Act”) and are
directed at ‘professional clients’ in the UK (within the meaning of the rules of the Act) who are deemed both knowledgeable and experienced in matters
relating to investments. The products and services to which this communication relates are only available to such persons and persons of any other
description should not rely on this communication. Many of the protections provided by the UK regulatory system do not apply to the operation of the
Companies, and compensation will not be available under the UK Financial Services Compensation Scheme.

Important Information: This document has been issued by State Street Global Advisors Limited (“SSGA”). Authorised and regulated by the Financial
Conduct Authority. Registered No. 2509928. VAT No. 5776591 81. Registered office: 20 Churchill Place, Canary Wharf, London, E14 5HJ. Telephone: 020
3395 6000. Facsimile: 020 3395 6350 Web: www.ssga.com.

SPDR ETFs is the exchange traded funds (“ETF”) platform of State Street Global Advisors and is comprised of funds that have been authorised by

European regulatory authorities as open-ended UCITS investment companies (“Companies”).



SSGA SPDR ETFs Europe | plc issue SPDR ETFs, and is an open-ended investment company with variable capital having segregated liability
between its sub-funds. The Company is organised as an Undertaking for Collective Investments in Transferable Securities (UCITS) under the laws
of Ireland and authorised as a UCITS by the Central Bank of Ireland.

SSGA SPDR ETFs Europe Il plc issue SPDR ETFs, and is an open-ended investment company with variable capital having segregated liability
between its sub-funds. The Company is organised as an Undertaking for Collective Investments in Transferable Securities (UCITS) under the laws
of Ireland and authorised as a UCITS by the Central Bank of Ireland.

This document is not, and under no circumstances is to be construed as, an offer or any other step in furtherance of a public offering in the
United States, Canada or any province or territory thereof, where the Companies are not authorised or registered for distribution and where the
Companies’ Prospectuses have not been filed with any securities commission or regulatory authority. Neither this document nor any copy hereof
should be taken, transmitted or distributed (directly or indirectly) into the United States. The Companies have not and will not be registered
under the Investment Company Act of 1940 or qualified under any applicable state securities statutes.

The information provided does not constitute investment advice as such term is defined under the Markets in Financial Instruments Directive
(2004/39/EC) or applicable Swiss regulation and it should not be relied on as such. It should not be considered a solicitation to buy or an offer
to sell any investment. It does not take into account any investor’s or potential investor’s particular investment objectives, strategies, tax status,
risk appetite or investment horizon. If you require investment advice you should consult your tax and financial or other professional advisor. All
material has been obtained from sources believed to be reliable. There is no representation or warranty as to the accuracy of the information
and State Street shall have no liability for decisions based on such information.

Exchange traded funds (ETFs) trade like stocks, are subject to investment risk and will fluctuate in market value. The value of the investment can
go down as well as up and the return upon the investment will therefore be variable. Changes in exchange rates may have an adverse effect on
the value, price or income of an investment. Further, there is no guarantee an ETF will achieve its investment objective.

The views expressed in this material are the views of Antoine Lesné and Tapiwa Ngwena through the period ended 4 April 2016 and are subject
to change based on market and other conditions. The information provided does not constitute investment advice and it should not be relied on
as such. All material has been obtained from sources believed to be reliable, but its accuracy is not guaranteed. This document contains certain
statements that may be deemed forward-looking statements. Please note that any such statements are not guarantees of any future
performance and actual results or developments may differ materially from those projected. Past performance is not a guarantee of future
results.

All information has been obtained from sources believed to be reliable, but its accuracy is not guaranteed. There is no representation or warranty
as to the current accuracy, reliability or completeness of, nor liability for, decisions based on such information and it should not be relied on as
such.

Investing involves risk including the risk of loss of principal.

Performance quoted represents past performance, which is no guarantee of future results. Investment return and principal value will fluctuate,
so you may have a gain or loss when shares are sold. Current performance may be higher or lower than that quoted. Visit www.spdrseurope.com
for most recent month-end performance.

Risks associated with equity investing include stock values which may fluctuate in response to the activities of individual companies and general
market and economic conditions.

Investments in emerging or developing markets may be more volatile and less liquid than investing in developed markets and may involve
exposure to economic structures that are generally less diverse and mature and to political systems which have less stability than those of more
developed countries.

Investing in foreign domiciled securities may involve risk of capital loss from unfavourable fluctuation in currency values, withholding taxes, from
differences in generally accepted accounting principles or from economic or political instability in other nations.

Standard & Poor’s, S&P and SPDR are registered trademarks of Standard & Poor’s Financial Services LLC (S&P); Dow Jones is a registered
trademark of Dow Jones Trademark Holdings LLC (Dow Jones); and these trademarks have been licensed for use by S&P Dow Jones Indices LLC
(SPDJI) and sublicensed for certain purposes by State Street Corporation. State Street Corporation’s financial products are not sponsored,
endorsed, sold or promoted by SPDJI, Dow Jones, S&P, their respective affiliates and third party licensors and none of such parties make any
representation regarding the advisability of investing in such product(s) nor do they have any liability in relation thereto, including for any errors,
omissions, or interruptions of any index.

Barclays is a trademark of Barclays, the investment banking division of Barclays Bank PLC (“Barclays”) and has been licensed for use in connection
with the listing and trading of the SPDR Barclays ETFs. The products are not sponsored by, endorsed, sold or promoted by Barclays and Barclays
makes no representation regarding the advisability of investing in them.

You should obtain and read the Companies’ Prospectuses prior to investing. Prospective investors may obtain the current Prospectuses, the
articles of incorporation, the Key Investor Information Documents (KIIDs) as well as the latest annual and semi-annual reports free of charge
from State Street Global Advisors, or from spdrseurope.com.

Expiration Date: 31/10/2017 IBGE-2844

© 2016 State Street Corporation — All rights reserved.



