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Index Overview

The Motley Fool Innovative Growth Index Index Foolishly.

Growth investing with a Foolish twist. At The Motley Fool, we believe
that growth investing isn’t buying
What is growth investing? expensive EPS trends.

Growth investing is the strategy of buying assets expected to expand earnings, revenues, or cash

flows faster than the market average. The core idea is simple: pay more for something that’s The Motley Fool Innovative

growing faster than the market anticipates. Growth investors seek companies with strong Gr9Wth Indelx captures thi§
innovation, expanding markets, and accelerating fundamentals. Historically, growth has captured philosphy with a systematic,
long-term returns tied to innovation cycles and compounding fundamentals. bottom-up growth strategy..

What's the personality of a growth strategy?

Growth tends to outperform when... Interest rates are dropping or stable, risk appetite is high, and markets prioritize long-term profits, innovation, and investment.
Growth tends to underperform when...  Rates rise sharply, inflation expectations rise, or markets rotate toward near-term profitability and balance-sheet strength.
Growth has a volatility profile that is... Typically higher than the market; can deliver long periods of strong returns but sharper drawdowns in valuation-driven selloffs.

Where does growth come from?

Growth arises from structural and behavioral forces that reward reinvestment and innovation. These include:

® Innovation: Companies that successfully invest in new products, technologies, or markets can often earn excess returns as they capture expanding
profit pools and market share (Chan, Lakonishok, & Sougiannis, 2001).

® Behavioral biases: Investors tend to underreact to early signs of sustainable growth, or misjudge its duration, creating opportunities for
outperformance (La Porta, 1996).

® Reinvestment advantage: Firms that consistently reinvest profits at high marginal returns can compound value internally, leading to durable
earnings expansion.

What do growth investors often get wrong? Traditional Growth vs. Motley Fool Innovative Growth*
Many growth investors fail to discipline their optimism, leading to . Traditional Growth Composite . Motley Fool Innovative Growth Composite
“growth traps” from: o 20.0%
S
® Overpaying for narratives: Investors may overemphasize stories & 15.0%
of disruption and overlook tangible indicators of future growth T—:
potential. § 10.0%
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® Narrow focus on EPS growth: Bottom-line growth is often a sign kS .
of risk reduction that—while beneficial in some ways—often points % 5.0%
to lower expected returns (Penman, 2022). 2
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® Ignoring optionality: Growth strategies often ignore firms that
sacrifice current profits to invest in riskier growth options, missing

out on future high-return growth potential. Equal-weighted decile portfolios, U.S. All-cap stocks, rebalanced quarterly, from 06/30/1995 to
6/30/2025. For illustrative purposes only.

Composite Decile

What makes Motley Fool Innovative Growth better? In a nutshell...

We believe growth investing is more about what will work in the future than what's worked so far, Motley Fool Innovative Growth utilizes

enforcing this view by aligning our index with The Motley Fool LLC's Analyst insights and research. accounting techniques, best-practices from
modern research and a “Rule Breaker”

We power our Innovative Growth Index with three proprietary scores, designed to identify durable philosophy to level-up existing growth

growth drivers within The Motley Fool LLC's universe of stock recommendations: metrics.

® Gross Profit Growth: We measure the five-year average change in gross profits/assets (GPOA),

using top-line compounding to align with The Motley Fool LLC's Growth approach. “Traditional Growth Composite is an equal-weighted

blend of 1Y EPS growth, 3Y EPS growth, 3Y sales
® Gross Profit Acceleration: We track the quarter-over-quarter change in GPOA growth to identify turnover growth, sustainable growth rate and expected

inflection points where improving fundamentals signal early-stage trends. long-term growth metrics.
. . . ) L. . Motley Fool Value is an an equal-weighted composite of
® Growth Potential: We evaluate the intensity of investment in intangible assets (brand, knowledge, GPOA Growth, GPOA Acceleration and Growth
and human capital) that signal capacity to realize sustained future growth. Potential.
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Meet the Motley Fool Innovative growth Index.
A 360-degree approach to growth investing....

Nasdaq-100 TR == Russell 1000 Growth TR == Motley Fool Innovative Growth TR

...Powered by The Motley Fool
Composite Growth Score.
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Built on index methodology best practices.

Step 1

Start with Our Best Ideas.

We begin by combining stocks
from The Motley Fool, LLC's
flagship services with the
top-scoring analyst picks from
our opinion database, applying
tradability screens.

Step 4

Pick the Top 100.

Using some buffer logic (to
reduce turnover), we rank and
select the top 100 stocks
based on their Growth Scores.

Step 2

Estimate Growth.

We track GPOA trends over 5
years and measure R&D,
advertising and stock-based
compensation.

Step 5

Weight the Portfolio Smartly.
We weight each stock by a mix
of its Growth Composite Score
and market cap. No single
stock can account for more
than 4.8% of the index.

Summary Statistics

Step 3

Build Scores.

We blend our proprietary
metrics—GPOA Growth, GPOA
Acceleration, and Growth
Potential—into a single Growth
Composite.

Step 6

Rebalance Quarterly.

We rebalance the portfolio on
a quarterly cycle, with
back-tests reporting a historical
quarterly turnover of 15-25%
(Concentration rules may
trigger monthly and/or Special
Rebalances to maintain the
integrity of the strategy).

Score Quintile

Source: Motley Fool Investment Analytics & S&P Capital IQ, data from 12/31/2014 to 9/30/2025

The Motley Fool, LLC Service Recommendations

Analyst Scores >
| Euf;r 1 Top 150 Scores |
T Liquidity
Filters

| Motley Fool Index Universe |
Composite Growth Scores >
!? ;Jffer 1 Up to Top 100 Scores |

[ ('Score x Market Cap ) Weighting ’

Motley Fool Innovative Growth Index

Style Tilts

Annualized Annualized Shar'pe Max Up Capture Dn. Capture . Russel 10006 Nasdag-100 . Fool Inn. Growth
Index Return Stdev. Ratio Drawdown vs.R1000G vs. R1000G
Motley Fool Inn. Growth TR 19.6% 18.8% 0.94 -38.4% 107 101 Sive h
Nasdag-100 TR 19.0% 18.4% 0.92 -35.0% 108 107 L
Russell 1000 Growth TR 17.2% 17.2% 0.89 -327% _ Growth

Source: Motley Fool Investment Analytics & S&P Capital IQ, data as of 9/30/2025 Momentum :

Trailing Performance Quality 1—
Index YTD 1-year 3-year 5-year 10-year S.I. (2015-) Value
Motley Fool Inn. Growth TR 317% 33.3% 36.0% 17.5% 211% 19.6%
Nasdag-100 TR 18:1% 241% 32.3% 177% 20.6% 19.0% Volatity
Russell 1000 Growth TR 17.2% 25.8% 31.9% 17.7% 18.9% 17.2% -0.50 -0.25 0.00 0.25 0.50

Source: Motley Fool Investment Analytics & S&P Capital IQ, data as of 9/30/2025 Style Exposure

Turnover & Constituents Is Motley Fool Innovative Growth the right fit for you?

Motley Fool Innovative Growth is designed for investors who:

® Believe markets underreact to innovation and don't fully price high-upside investment.
® Are comfortable paying up for scalable compounding opportunities.

® Have higher risk tolerances and seek higher return potential.
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If you believe that potent opportunities arise when fundamentals are improving fastest—
not just when they are highest or cheapest—then a growth strategy might suit you. And if
a growth approach built on innovation, accelerating profits, and robust research appeals
to you, then consider tracking our Motley Fool Innovative Growth Index.

2016 2018 2020 2022 2024

Source: Motley Fool Investment Analytics & S&P
Capital IQ, data from 12/31/2014 to 9/30/2025
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Appendix: Score Analysis

Motley Fool Innovative Growth Composite Score*

The Innovative Composite Score is used to power our Growth Index. It is an equal-weighted blend of three sub-scores: Gross Profit Growth, Gross Profit Acceleration,
and Growth Potential. Sub-scores are normalized with respect to indicated universes before being averaged to produce the composite score.
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Gross Profit Growth*

We frame our strategy around a measure of historical growth. Unlike ROE-based growth measures, however, our choice of Gross Profits over Assets (GPOA) aligns better
with The Motley Fool LLC's investing philosophy and allows for better comparison across business sectors. The Motley Fool LLC's Analysts often downweight EPS as a
growth since many firms forego profits today for better prospects tomorrow. Accounting laws that require expensing intangibles make this a more useful growth metric for
modern companies. Research from Novy-Marx (2013) introduced the efficacy of GPOA, and Oyeniyi (2018) highlights the strength of GPOA Growth as a growth signal.

To calculate GPOA, we start with Gross Profits (revenues - COGS) as our profit measure in order to avoid overly-penalizing firms in asset-light industries, scaling by Total
Assets. For each firm, we estimate its long-term GPOA growth using a five-year average, requiring at least 8 quarters of financial data.
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Gross Profit Acceleration*

Measuring historical growth alone can expose investors to rapid changes in the business cycle and cause them to miss out on structural shifts. In order to improve our
strategy’s ability to capture emerging trends, we include acceleration—a measure of “fundamental momentum” that complements The Motley Fool, LLC's Analysts’ forward
looking views. To calculate our Gross Profit Acceleration metric, we start by measurin the growth in GPOA versus the same quarter a year ago. Then, extending the
approach in He and Narayanamoorthy (2020), we define acceleration as the change in recent GPOA growth versus GPOA growth in the prior quarter.
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Growth Potential*

Successful growth investing doesn’t stop at measuring realized growth trends, but also accounts for decisions made today that are expected to produce outsize growth
tomorrow. We capture these investment decisions by tracking “high-optionality” investments intended to produce intangible assets, rather than focusing on tangible
investments in fixed capital—which have been shown by Fama and French (2015) to yield risk/return-reducing outcomes. Our Growth Potential metric attempts to identify
these investments by scaling sum of the following expensed outlays in the trailing year by total assets:

® R&D Expense: We use annual R&D expenses as a proxy for investments in knowledge assets.
® Advertising: We measure efforts to create a brand asset that earns economic rents with trailing 12-month advertising expenses.
® Stock-Based Compensation (SBC): SBC functions as a proxy for human capital asset creation, where individuals are sacrificing cash salaries for upside potential.
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* Source: Motley Fool Investment Analytics & S&P Capital IQ, data from 12/31/2014 to 9/30/2025, U.S.-listed stocks only. For illustrative purposes only.
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Disclosures & Citations

The content of this page is for informational purposes only and is intended for institutional
professionals with the analytical resources and tools necessary to interpret any performance
information. Nothing herein is intended to recommend any product, tool or service. For all references
to laws, rules or regulations, please note that the information is provided “as is” and does not
constitute legal advice or any binding interpretation. Any approach to comply with regulatory or
policy initiatives should be discussed with your own legal counsel and/or the relevant competent
authority, as needed.

The index provider is Motley Fool Investment Analytics, LLC (“MFIA”). MFIA is a wholly owned
subsidiary of Motley Fool Investment Management, LLC, whose parent company, The Motley Fool
Holdings, Inc., is a multimedia financial-services holding company. MFIA, an affiliate of The Motley
Fool, LLC (“TMF”), is a separate legal entity.

Neither of TMF's co-founders, Tom Gardner and David Gardner, nor any TMF analyst is involved in the
Index decision-making or daily operations of MFIA.

The information contained herein (the “Information”) may not be reproduced or redisseminated in
whole or in part without prior written permission from MFIA The Information may not be used to verify
or correct other data, to create any derivative works, to create indexes, risk models, or analytics, or in
connection with issuing, offering, sponsoring, managing or marketing any securities, portfolios,
financial products or other investment vehicles. Historical data and analysis should not be taken as
an indication or guarantee of any future performance, analysis, forecast or prediction. None of the
Information constitutes an offer to buy or sell, or a promotion or recommendation of, any security,
financial instrument or product or trading strategy. Further, none of the Information or any MFIA index
is intended to constitute investment advice or a recommendation to make (or refrain from making)
any kind of investment decision and may not be relied on as such. The Information is provided “as is”
and the user of the Information assumes the entire risk of any use it may make or permit to be made
of the Information. NEITHER MFIA NOR ANY OF ITS DIRECT OR INDIRECT SUPPLIERS OR ANY
THIRD PARTY INVOLVED IN MAKING OR COMPILING THE INFORMATION (EACH, AN
“INFORMATION PROVIDER”) MAKES ANY WARRANTIES OR REPRESENTATIONS AND, TO THE
MAXIMUM EXTENT PERMITTED BY LAW, EACH INFORMATION PROVIDER HEREBY EXPRESSLY
DISCLAIMS ALL IMPLIED WARRANTIES, INCLUDING WARRANTIES OF MERCHANTABILITY AND
FITNESS FOR A PARTICULAR PURPOSE. WITHOUT LIMITING ANY OF THE FOREGOING AND TO
THE MAXIMUM EXTENT PERMITTED BY LAW, IN NO EVENT SHALL ANY OF THE INFORMATION
PROVIDERS HAVE ANY LIABILITY REGARDING ANY OF THE INFORMATION FOR ANY DIRECT,
INDIRECT, SPECIAL, PUNITIVE, CONSEQUENTIAL (INCLUDING LOST PROFITS) OR ANY OTHER
DAMAGES EVEN IF NOTIFIED OF THE POSSIBILITY OF SUCH DAMAGES. The foregoing shall not
exclude or limit any liability that may not by applicable law be excluded or limited.

The Russell 1000 Growth Index is broad based, rules-based index of stocks selected from a pool of
1000 stocks, which are widely recognized as representative of the Growth equity market in general.
The Nasdag-100 Index is a broad based unmanaged index of 100 Nasdag-listed stocks, which is
widely recognized as representative of the technology-sensitive equity market. It is not possible to
invest in an index.

The Motley Fool Innovative Growth Index (the “Index”) was established by Motley Fool Investment
Analytics, LLC (“"MFIA”) and is a proprietary, rules-based index designed to track the performance of
the top 100 U.S. companies that have been recommended by TMF’s analysts and newsletters as
ranked by a composite Growth score.

An overview of the methodology of the Index can be obtained by visiting
vettafi.com/indexing/family/motley-fool.
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