SMALL CAP INDUSTRIALS

The small-cap industrial sector is entering a period of significant opportunity, fueled by infrastructure
investments, localized production, and advances in automation. With the agility due to size
and specialized expertise, small-cap industrial firms are at the forefront of addressing evolving
demands across construction, energy, and manufacturing.

Nancy Prial, CFA This document hlglhllghts the trends driving their growth and explores key industries experiencing
Co-CEO the strongest tailwinds.
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o A Surge in Infrastructure Investments

The modernization of U.S. infrastructure is creating powerful demand for industrial solutions, particularly for firms
offering targeted expertise and innovation. Key drivers include:

* Increased funding for repairing transportation networks, energy grids, and public infrastructure projects.
» Strong demand for specialized materials and equipment needed to complete complex projects efficiently.
» Adoption of modular construction systems that save costs and shorten project timelines.

These trends position small-cap firms as critical contributors to infrastructure renewal.

“..Key industries—ranging from construction and
automation to renewable energy and industrial services—are

experiencing powerful tailwinds that highlight the sector’s
long-term potential....”

o Localized Manufacturing: Reshoring and Resilience

Recent disruptions to global supply chains have sparked a renewed focus on domestic production and logistics
optimization. Small-cap industrial firms are particularly well-suited to support this shift due to their adaptability and
regional focus.

* Reshoring trends are boosting demand for domestic manufacturers of essential tools and components.
* Logistics and automation technologies are improving supply chain speed and reliability.
« Smaller firms are reducing supply chain risks with localized production and quick turnaround times.

This reshoring trend highlights the role of small-cap firms in building robust and efficient manufacturing networks
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0 Industrial Automation and Smart Processes

Automation and smart manufacturing are revolutionizing the industrial sector, with small-cap firms leading the charge in
innovation. Key opportunities include:

» Growth in robotics and loT systems that improve productivity and reduce downtime.
* Increasing use of automation tools to streamline workflows and reduce labor challenges.
» Adoption of data-driven solutions for monitoring quality and managing resources in real time.

These advancements enable small-cap firms to modernize industrial operations and meet evolving market demands.

“With their specialized capabilities, regional focus, and

ability to innovate, small-cap industrial firms represent a
unique opportunity for investors seeking growth and value.”

0 Renewable Energy and Environmental Solutions

Small-cap industrial firms are at the forefront of delivering environmental solutions that address the challenges of
modern energy demands. By prioritizing cleaner processes and innovative technologies, these firms are helping to build
a more sustainable future. Key areas of opportunity include:

» Upgrading energy infrastructure to enhance reliability, ensure steady and reliable power, and support the
integration of cleaner energy sources.

» Developing advanced technologies to store energy efficiently, providing resilience to power grids and
enabling a balanced supply during peak demand.

* Implementing innovative industrial solutions that promote cleaner processes, reduce environmental risks,
optimize energy use, and support sustainable resource management across sectors.

These initiatives underscore the critical role of small-cap industrial firms in advancing sustainability and modernizing
essential systems, positioning them as leaders in the next generation of environmental solutions.

0 Niche Industrial Services and Consolidation Trends

As industrial systems grow more complex, the need for specialized services and solutions continues to rise. Small-cap
firms are well-positioned to address these demands while benefiting from broader industry consolidation.

» Strong demand for maintenance and engineering services to support industrial upgrades.
* M&A activity is enabling small firms to expand capabilities and scale operations.
» Larger firms are acquiring specialized expertise in automation, logistics, and energy technologies.

This trend underscores the value of small-cap firms as innovative and adaptable industry partners.
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o Sector Valuation: An Undervalued Opportunity

Small-cap industrial stocks offer a compelling investment opportunity, as they continue to trade at a discount compared
to their large-cap counterparts. Key factors include:

* Lower valuations present growth potential for investors focused on value opportunities.
« Strong ability to adapt to trends like reshoring and industrial automation.
 Historically, small-cap industrials have performed well during periods of economic recovery.

These dynamics position small-cap industrials for sustained growth and investor interest.

Conclusion: Unlocking the Potential of Small-Cap Industrials

The small-cap industrial sector is uniquely positioned to capitalize on structural trends reshaping U.S. infrastructure,
manufacturing, and energy systems. Key industries—ranging from construction and automation to renewable energy and
industrial services—are experiencing powerful tailwinds that highlight the sector’s long-term potential.

With their specialized capabilities, regional focus, and ability to innovate, small-cap industrial firms represent a unique
opportunity for investors seeking growth and value. As the economy evolves, these firms will remain critical drivers of
resilience, modernization, and progress.
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