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While each of the domestic indexes have clearly entered bear market territory, the average stock
has experienced a far greater decline. Whether it is an individual stock or a broad index, bear
markets are defined as declines of more than 20% from past their highs. As you can see in the
table below, the bear market has reached each index with ranges of a 21.9% decline for the Dow
Jones Industrial Average to the Russell Microcap Index decline of 34.6%. Each of these declines
are as of September 30, 2022.

Index Decline from 52-week High Average Stock Decline from 52-week High
Dow Jones Industrial Average -21.9% -30.2%
S&P 500 Index -25.6% -31.4%
Russell 2000 Index -32.5% -43.4%
Russell Microcap Index -34.6% 57,30

Past performance does not guarantee future results.

The average stock has experienced declines of 30.2% for Dow stocks to a whopping 52.3% for
the average stock within the Russell Microcap index. The reason the declines are worse for the
average stock versus the index is related to how stocks are weighted in each of these indexes.
The Dow Industrial Average is weighted by a stock’s price. The other indexes are weighted by
their market capitalization. For example, a stock like United Health Group (UNH) comprises
more than 10% of the Dow due to its price more than $500 per share versus the average stock in
the index is priced at only about $145. For the S&P 500 Index, the most heavily weighted stock



is Apple (AAPL) at approximately 8% of the index due to its market capitalization of more than
$2.3 trillion. Each of these stocks | mentioned have declined less than the average stock as well
as less than their respective index.

The table below shows the percentage of stocks that declined in ranges. As you can see, smaller
companies have experienced greater declines in this bear market. While this is not a major
surprise, we argue these declines give us confidence we are closer the end of the bear market
than the beginning or the middle.

Index Down >50% Down Between 20% & 50% Down <20%
S&P 500 Index 10% 65% 25%
Russell 2000 Index 36% 47% 17%
Russell Microcap Index 53% 35%, 12%

Past performance does not guarantee future results.

Here are a few other data points based on past bear markets. Since 1940, the average bear
market during a recession lasts 13 months and declines 34%. The average bear market with no
recession lasts 6 months and falls 24%. The current bear is now in its 10" month with a 25%
decline. There have been eight previous times the S&P 500 has fallen 25% or more. The
average returns following these declines have been 22% after one year, 37% after three, 83%
after five, and 214% after ten. The Russell 2000 Index of small companies peaked in November
of 2021 and is down 32.5% from its previous high. The Russell 2000 has fallen 30% or more in
six previous periods, with the average 1-year, 3-year, 5-year and 10-year rebounds being 33%,
49%, 102%, and 228%.

The fund's investment objectives, risks, charges, and expenses must be considered carefully
before investing. The prospectus contains this and other important information about the
investment company, and it may be obtained by calling 800-331-8936 or by visiting
www.perrittmutualfunds.com. Read it carefully before investing.

Mutual fund investing involves risk. Principal loss is possible. The Funds invest in smaller
companies, which involve additional risks such as limited liquidity and greater volatility. The
Funds invest in micro- cap companies which tend to perform poorly during times of
economic stress. The Perritt MicroCap Funds may invest in early -stage companies which
tend to be more volatile and somewhat more speculative than investments in more
established companies.

Dow Jones Industrial Average is a stock market index of 30 prominent companies listed on stock exchanges in the United
States.
S&P 500 Index is an unmanaged broad based universe of 500 stocks which is widely recognized as the U.S. equity market.

Russell 2000 Index is a small-cap stock market index that makes up the smallest 2,000 stocks in the Russell 3000 Index..

Russell Microcap Index consists of the smallest 1000 companies in the Russell 2000 Index, in addition to the next smallest
1,000 stocks in the Russell indexing universe, as ranked by market cap.

Past performance does not guarantee future results. Index performance is not illustrative of fund
performance. You cannot invest directly in an index. For fund performance and complete index
performance, please visit https://www.perrittcap.com/funds/.
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Fund holdings are subject to change and risk and do not represent a recommendation to buy or sell any
security; for current holdings please view the fund’s page on our website.

The Perritt Funds are distributed by Quasar Distributors, LLC.



