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This ETF offers a unique twist on market neutral exposure,
offering both long and short positions to U.S. stocks within a
single portfolio. Given this objective, RALS can be expected to
exhibit a low correlation with traditional asset classes, and as
such can be a useful tool for investors looking to smooth overall
volatility and who believe that the underlying methodology is

capable of generating positive

returns over the

long run

regardless of overall market direction. RALS should be appealing
to those who believe that market capitalization weighting is
inherently flawed, and that the fundamentals-based RAFI strategy
offers a more rational way to achieve exposure to U.S. equities
(essentially, that cap weighting has a tendency to overweight
overvalued stocks and underweight undervalued companies).
RALS essentially calculates the weight of various stocks based
on multiple fundamental factors, and establishes long positions in
those with a "RAFI weight" greater than their market cap weight
(and vice versa). The methodology is sound, making RALS a
useful tool for exploiting potential inefficiencies in cap weighted

indexes.

Investors shouldn't expect huge

returns

in either

direction; as a long/short fund, RALS is unlikely to make
significant moves in either direction. One potential drawback is
the expense ratio, which creates a material breakeven hurdle,
especially considering the nature of the fund's strategy.
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