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Access the opportunities.

For Equity Income Investors, Sustainability Has Many

Dimensions.

The Morningstar Developed Markets Large Cap Dividend Leaders
Screened Select Index considers both dividend durability and ESG risk.

The shares of dividend-paying companies normally
represent a means of achieving both regular income
and capital appreciation. While many investors
value dividends for their cash payouts, the high-
yield section of the equity market has also quietly
outperformed over the long term. Companies with
the wherewithal to distribute some of their earnings
to shareholders are generally more stable, their
management teams more disciplined, and their
shareholder bases more loyal than non-payers.

Yet, equity income investing is far from risk-free. Attracti-
ve-looking yields can ultimately prove illusory. Dividend
payments may be reduced, suspended, or eliminated

at any point, and dividend cuts are often accompanied
by share price depreciation. Screening for the sustain-
ability of the shareholder payout is imperative, from

the perspectives of income and total return.

Another aspect of sustainability has come to the fore-
front in recent years. Investors increasingly view environ-
mental, social, and governance (ESG)-related issues as
financially material. Many dividend-paying companies
are in economic sectors, such as energy, utilities, and
industrials, that face risks related to carbon emissions
and health and safety. Others offer products with object-
ionable societal impact, such as tobacco or weapons.
Balancing equity income and ESG can be challenging.

These dual dimensions of sustainability - dividend
durability and ESG—can both be effectively captured
in a rules-based passive index methodology. The
Morningstar Developed Markets Large Cap Dividend
Leaders Screened Select Index’ represents a selective
approach to equity income. The index includes the
shares of 100 consistent dividend payers from various
geographies, with the capacity to sustain payouts. It
also seeks to mitigate ESG risk.

Dividend-paying stocks represent a source of
income, but also have a strong performance
history relative to global equity markets.

Yield traps are a key risk for equity income
investments.

Dividend-focused investment strategies must
screen for capacity to sustain shareholder payouts.
Environmental, social, and governance risks are
especially relevant in dividend-rich areas of the
market.

Morningstar Developed Markets Large Cap
Dividend Leaders Screened Select Index screens
for both dividend durability and ESG risk. Index
screens maximize yield and mitigate ESG risk.

' For a full discussion of index methodology, see: Morningstar Developed Markets Large Cap Dividend

Leaders Screened Select Index Rulebook | Morningstar Indexes
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Dividends for the Long Term?

For many investors, dividends enable a reliable income
stream from a portfolio. Retirees and others, such as
asset owners with long-term liabilities, use the cash
stream from regular dividend payments as a funding
source. Income is a key point of appeal for dividends
compared with share buybacks and other forms of cash
distribution.

Dividends are also an important component of the
total return story for equities. Over the short term,
dividend-paying stocks tend to be overshadowed by
high-flying growth stocks. But when long-term stock
market returns are decomposed, the impact of dividends
can be better appreciated. Exhibit 1. compares two
variants of the Morningstar Developed Markets Index,
which includes the shares of equities from Europe,
North America, and some markets in the Asia Pacific
region. The Gross Return index variant assumes rein-
vested dividends, while the Price Return variant does
not. Over the 10-year period through late 2023, rein-
vested dividend payments accounted for roughly 20%
of the total return from developed market equities.

It is also the case that over many decades of equity
market history, the high-yield section of the equity mar-
ket has recorded an enviable track record. Exhibit 2.
shows that the highest-yielding European equities outs-
ide of the U.K. have outperformed the overall market,

while non-dividend payers underperform dramatically.
High-yield equities have also been one of the most vola-
tile segments (measured by the standard deviation of
return). This data comes from the French Data Library's
website and the portfolios are formed based on dividend
yields at the end of December and reconstituted
annually. Like the market indexes they are compared
against, they are weighted by market capitalization.

Results for Europe are so far consistent with those from
the U.S., the U.K., and the Asia Pacific region. They also
mirror academic research demonstrating that stocks
with above-average yields have produced superior
performance.?

Why have dividend-paying companies historically outper-
formed? Several factors are likely at play. Screening for
dividends weeds out speculative stocks. Dividend payers
tend to be established, steadier-than-average companies,
confident enough in their cash flows to commit to retur-
ning cash to shareholders. Because investors are extrac-
ting income from their stock holdings, they are less likely
to sell on bad news.

Perhaps most importantly, the dividend commitment
instills discipline. Corporate managers and directors
find cash piles tempting. Rather than use excess cash
to fund acquisitions that may or may not create value,
repurchase shares at prices that may or may not be

Exhibit 1. Reinvested Dividends Contribute to Total Returns from Equities
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Source: Morningstar Direct. Morningstar Index Returns in EUR terms through 31 December 2023.

2 See: Litzenberger, Robert H., and Krisha Ramaswamy, June 1979, "The Effect of Personal Taxes and
Dividends on Capital Asset Prices: Theory and Empiral Evidence," Journal of Financial Economics 7,

163-195. and Dimson, Marsh, and Staunton, Triumph of the Optimists (Princeton University Press, 2002).
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Exhibit 2. European Dividend Payers Have Outperfor-
med Non-Payers, While High-Yield Equities Have
Beaten the Market, Albeit with More Risk

Value of Euro

1975-2022 Return%  Risk % Invested in 1975
Non-Payers 5.8 22.2 14.85
Low Yield 9.3 18.4 72.21
High Yield 12.1 19.0 242.20
Market 10.0 17.9 97.46

Source: French Data Library. 'Risk' measured by Standard Deviation of
Returns.

attractive, or fund risky growth initiatives, paying divi-
dends transfers cash to shareholders. Management must
act as a careful steward to maintain the dividend pay-
ment. Especially in the world's largest equity market, the
U.S., companies that withdraw a dividend typically see
their share price punished.

Facing Up to Risk in Equity Income Investing

Interest rates are sometimes cited as a key risk for divi-
dend-paying stocks. In theory, rising rates increase yields
on less volatile instruments like cash and bonds as well as
lifting borrowing costs. But in practice, dividend paying
stocks have performed well in rising rate environments. In
2022, for example, dividend payers outperformed despite
dramatic rate hikes in the U.S. and other markets.

A bigger risk for equity income investors is the yield trap.
High yields are often found in risky pockets of the mar-
ket. When a stock’s price declines, its yield rises. There-
fore, healthy payouts are common in unhealthy sectors,
industries, and securities, where business challenges
have weighed on share prices.

Dividends are not guaranteed. Owners of regular shares
lack the kind of claims on a company's assets enjoyed by
debtholders. Companies in distress are quick to suspend,
eliminate, or reduce their dividends. This often comes
amid share price depreciation—an altogether unpleasant
investment experience.

Simply buying the shares of dividend payers based on
their payout history is an inherently limited approach.
Consider these cautionary tales from the past 15 years:
= The Global Financial Crisis of 2007-2009 saw a rash of
prominent dividend payers run into trouble because of
their exposure to the U.S. housing market and linked
financial instruments. Citigroup, which consistently
grew its dividend, from 9 cents per share in 1998 to
54 cents in 2007, cut its dividend and saw its share
price plummet. Bank of America, whose track record
of dividend payments reached back to the 1980s, was
another victim.
= Falling Commodities Prices in 2014-2015 pressured
margins of companies in the energy and basic materi-
als sectors and saw dividend stalwarts like Rio Tinto,
Conoco Phillips, and Freeport-McMoRan slash their
shareholder payouts.
The Covid-19 Pandemic and associated economic down-
turn led more than one third of dividend payers in the
Morningstar Global Markets Index to cut their payouts.
Energy companies, consumer businesses, and financial
services were especially hard hit. To take the most
shocking example from 2020, Royal Dutch Shell reduced
its dividend for the first time since World War 1.

Many equity income investors were blindsided by these
cuts. Active managers have long conducted fundamental
research to gauge dividend durability and sidestep traps.
Rules-based passive equity income strategies must
employ screens to weed out companies at risk of redu-
cing their payouts and falling into distress. Dividend
sustainability is paramount.

Environmental, social, and governance-related risks are
also increasingly relevant to investors. As stakeholder
capitalism becomes a more mainstream concept, busi-
nesses face rising expectations—not just from sharehol-
ders but also consumers, communities, and employees—
to address ESG sustainability challenges. Issues like
climate change, diversity, and business ethics are seen to
have an impact on enterprise value.

Many dividend payers are in economic sectors, such as
energy, utilities, and industrials, that face elevated levels
of ESG risk. Carbon emissions, health and safety, and
community relations are all germane. Some dividend
payers offer products with objectionable societal impact,
such as tobacco or weapons. Balancing equity income
and ESG considerations can be challenging.
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A Selective Approach to Dividend Investing

The Morningstar Developed Markets Large Cap Dividend
Leaders Screened Select Index3 represents a selective
approach to equity income investing. It targets 100 com-
panies from developed markets in Europe, North Ame-
rica, and the Asia Pacific regions. As shown in Exhibit 3.,
dividend payers are screened for their capacity to sustain
dividend payments.

To explain the screens in further detail:

= Dividend payers — The index screens for securities that
have paid a dividend in the trailing 12 months.

= Real Estate Investment Trusts are ineligible because
their dividends are taxed at a higher rate.

= Dividend growth — The company must have grown its
dividend per share over the trailing five-year period.
Dividend growth is a sign of financial health and
improving business fortunes.

= Dividend sustainability — Companies must have a for-
ward dividend payout ratio of less than 75%. The payout
ratio measures the percentage of net income used to
fund the dividend. Higher payout ratios may ultimately
prove unsustainable if the company needs cash.

Also employed are a number of ESG sustainability-

oriented screens. These rely on data and research from

Morningstar Sustainalytics. Securities are excluded if

they carry:

= ESG Risk Ratings of Severe & ESG Controversy Scores of
4 and 5. ESG risk and ESG-related incidents can become
financially material for companies.

= United Nations Global Compact principles
noncompliance

= Companies involved in Tobacco, Controversial
Weapons, Small Arms, or Thermal Coal

The index includes the top 100 eligible constituents by
trailing 12-month dividend yield. Security weight is deter-
mined by available dividend, which aims to maximize
yield and macro-consistency by multiplying dividend

per share by free-floating shares outstanding. As a risk
control measure, individual security weight is capped

at 5% and sector weight at 40%?*.

Maximizing Yield and Minimizing ESG Risk

The Morningstar Developed Markets Large Cap Dividend
Leaders Screened Select Index has underperformed the
large-cap segment of the broad developed markets
equity universe since its December 2015 live inception,
as displayed in Exhibit 4.. It's important to note that this
10-year period was unfavorable to the dividend-paying
section of the global equity market. Many top-performing
stocks over the time frame, including Alphabet, Meta
Platforms, and Tesla, do not pay dividends. Other high-
flyers, including Apple, Microsoft, and ASML, are low-yield
stocks. That said, there have been periods, including
2016, when dividend-rich value stocks outperformed,
and 2022, when the index produced positive returns
amid a painful correction for equities overall.

Exhibit 3. Morningstar Developed Markets Large Cap Dividend Leaders Screened Select Index -

Construction Process:

Starting
Universe

Eligibility

Screen for dividend
payers.

REITs are excluded.
Dividend growth screen.
Dividend sustainability
screen.

Remove companies with
Severe ESG Risk Rating
and Severe controversies.
Product Involvement
screens.

= Securities from
the Morningstar
Developed
Markets Large
Cap Index.

Source: Morningstar Indexes.
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= Select top 100 securities
by 12-month trailing
dividend yield.

= 5% individual security
capping

= 40% sector capping

3 For a full discussion of index methodology, see: Morningstar Developed Markets Large Cap Dividend Leaders

Screened Select Index Rulebook | Morningstar Indexes
41t is not possible to invest directly in an index
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Exhibit 4. An Unfavorable Period for Dividend Payers, With Some Periods of Outperformance
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Source: Morningstar Direct. Morningstar Index Returns in EUR terms through 31 December 2023.

While relative return rankings will wax and wane depen- Exhibit 5. Maximizing Yield and Minimizing ESG Risk
ding on the market environment, the index's twin aims of
maximizing yield and minimizing ESG risk are constant. Dividend ESG
Exhibit 5. compares the index both to the broad equity Uizl Heis kol
market segment from which it is derived, as well as a Morningstar Developed
dividend benchmark that does not screen on any ESG Markets Large Cap 2.1 21.6
criteria. As displayed, the Dividend Leaders Index's yield Index
is well above market. The index's ESG risk level is also Morningstar DM Large
above market, which is to be expected given its emphasis Cap Dividend Leaders 5.6 231

. . . . . Screened Select Index
on dividend-rich sectors like basic materials, energy,
and utilities, which are inherently riskier from an ESG Morningstar Developed
perspective than technology, which is dividend light. Markets Dividend Yield 4.5 24.0

Its risk level is much lower, however, than a dividend Focus Index

benchmark employing no ESG screens.

Source: Morningstar Direct. Dividend Yield Data as of Nov. 30, 2023.
Portfolio Sustainability Scores from Sept. 30, 2023.

Sustainability is Critical for Dividend Investors
Dividend investing is a proven means of participating in
equities over the long term—from the perspectives of
both income and total return. Yet, sustainability is a key
consideration, from two perspectives. First, dividend
payers must be carefully screened for durability of their
shareholder payouts. Second, environmental, social, and
governance-related risks are increasingly viewed as
material by a growing cohort of sustainable investors. Strategist,

The Morningstar Developed Markets Large Cap Dividend ety lrekees

Leaders Screen Select Index balances equity income and dan.lefkovitz@morningstar.com
ESG considerations.
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Important Disclosures

This is a marketing communication. Please refer to the prospectus of the UCITS and to the KID before making any final
investment decisions.

This information originates from Morningstar Inc. © 2023 Morningstar. All rights reserved. The information, data,
analyses and opinions contained herein (1) include the proprietary information of Morningstar, (2) may not be copied or
redistributed, (3) do not constitute investment advice offered by Morningstar, (4) are provided solely for informational
purposes and therefore are not an offer to buy or sell a security, and (5) are not warranted to be correct, complete

or accurate. Morningstar has not given its consent to be deemed an “expert” under the federal Securities Act of 1933.
Except as otherwise required by law, Morningstar is not responsible for any trading decisions, damages or other

losses resulting from, or related to, this information, data, analyses or opinions or their use. Past performance does

not guarantee future results. Before making any investment decision, consider if the investment is suitable for you

by referencing your own financial position, investment objectives, and risk profile. Always consult with your financial
advisor before investing.

This information is published by VanEck (Europe) GmbH. VanEck (Europe) GmbH, with registered address at
Kreuznacher Str. 30, 60486 Frankfurt, Germany, is a financial services provider regulated by the Federal Financial
Supervisory Authority in Germany (BaFin).

For investors in Switzerland: VanEck Switzerland AG, with registered office in Genferstrasse 21, 8002 Zurich, Switzerland,
has been appointed as distributor of VanEck s products in Switzerland by the Management Company. A copy of

the latest prospectus, the Articles, the Key Information Document, the annual report and semi-annual report can be
found on our website www.vaneck.com or can be obtained free of charge from the representative in Switzerland: First
Independent Fund Services Ltd, Feldeggstrasse 12, 8008 Zurich, Switzerland. Swiss paying agent: Helvetische Bank AG,
Seefeldstrasse 215, CH-8008 Zurich.

For investors in the UK: VanEck Securities UK Limited (FRN: 1002854), an Appointed Representative of Sturgeon
Ventures LLP (FRN: 452811), is authorised and regulated by the Financial Conduct Authority (FCA) in the UK, to distribute
VanEck s products to FCA regulated firms such as Independent Financial Advisors (IFAs) and Wealth Managers. Retail
clients should not rely on any of the information provided and should seek assistance from an IFA for all investment
guidance and advice.

The information is intended only to provide general and preliminary information to investors and shall not be
construed as investment, legal or tax advice. VanEck (Europe) GmbH, VanEck Switzerland AG, VanEck Securities UK
Limited and their associated and affiliated companies (together “VanEck”) assume no liability with regards to any
investment, divestment or retention decision taken by the investor on the basis of this information. The views and
opinions expressed are those of the author(s) but not necessarily those of VanEck. Opinions are current as of the
publication date and are subject to change with market conditions. Certain statements contained herein may constitute
projections, forecasts and other forward-looking statements, which do not reflect actual results. Information provided
by third party sources is believed to be reliable and have not been independently verified for accuracy or completeness
and cannot be guaranteed. VanEck assumes no liability for the content of any linked third-party site, and/or content
hosted on external sites. Brokerage or transaction fees may apply.

Morningstar, Morningstar Indexes and Morningstar® Developed Markets Large Cap Dividend Leaders Screened Select
Index*M are registered trademarks of Morningstar, Inc. The Morningstar® Developed Markets Large Cap Dividend
Leaders Screened Select Index*™ has been licensed to VanEck Asset Management B.V. for the purpose of creating

and maintaining the VanEck Morningstar Developed Markets Dividend Leaders UCITS ETF. The VanEck Morningstar
Developed Markets Dividend Leaders UCITS ETF is not sponsored, endorsed, sold or promoted by Morningstar, Inc.,
or any of its affiliates (collectively, “Morningstar”) and Morningstar makes no representation regarding the advisability
of investing in it.

It is not possible to invest directly in an index.

All performance information is based on historical data and does not predict future returns. Investing is subject to risk,
including the possible loss of principal.

No part of this material may be reproduced in any form, or referred to in any other publication, without express written
permission of Morningstar and VanEck.

© VanEck / Morningstar Inc.
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