A Crowth and Innovation on Sale:
IRESYSIITl  THE CASE FOR INTERNATIONAL EQUITIES NOW

THE VALUATION CASE FOR INTERNATIONAL (NON-US)
EQUITIES IS AMONG THE MOST COMPELLING WE HAVE SEEN
IN YEARS, BUT THIS IS ONLY PART OF THE STORY.
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The investment environment over the last several years was defined by steadily declining interest rates, benign
inflation, and a strong US dollar. This backdrop, along with the rise of several mega tech platforms, disproportionately
benefited US equities in general and a few US technology stocks in particular, leading to one of the narrowest global
equity markets in decades. As these supportive factors fade, we expect markets to broaden, leading investors to place
more consideration on valuation and risk amid greater uncertainty around growth, inflation, regulation, technology
competition, and government policy.
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1. Leading multinational franchises that compound value
2. Innovation and business transformation taking many companies from good to great
3. Growth from emerging markets

4. Intensifying focus on capital management, including dividends and buybacks

With the average international stock trading at discounted valuations versus both history and the US (Chart 2), we see
opportunities for compounding value in the years to come.



Deeply Discounted Valuations Despite Comparable Historic Growth
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US MARKET LEADERSHIP: CYCLICAL AND EXTENDED BY ANY MEASURE

US equity markets have significantly outperformed international equities over the decade, accelerating over the last
several years (Chart 4). Historically, US leadership ran in cycles, ending during periods of extended valuations (TMT

Bubble, Nifty-Fifty) and giving way to multi-year international outperformance (85% outperformance between 2001
and 2007; 327% outperformance between 1982 and 1989)™.
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US equity indices are now extremely concentrated, with ten technology stocks accounting for nearly 30% of the MSCI
USA index (Chart 5). At the same time, tech company valuations are elevated (Chart 6), requiring significant growth
off a much larger base to justify current stock prices. The rise of Al has fueled renewed excitement about this narrow
set of companies. While Al is certainly a compelling innovation, the market is looking past important risks to these tech

leaders, including increased competition, greater regulation, demand pull-forward, high penetration in core businesses,
and a higher cost of capital.

The other key factor to US equity outperformance, the US dollar, also runs in cycles. Major international currencies
appear cheap relative to the US dollar today> — based on purchasing power parity analysis — including the euro (25%

undervalued) and Japanese yen (34% undervalued). Currency may provide further tailwinds to international
outperformance in the years to come.

*Source: FactSet. Based on USD Total Return Index.
* Source: OECD data. Based on September 15, 2023 currency levels.
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THE UNDERAPPRECIATED INTERNATIONAL OPPORTUNITY

While there is opportunity in the US beyond the popular and crowded large-cap growth stocks, there are even more
compelling prospects internationally. The opportunities typically fall into one or more of a few major categories:

I. Leading Multinational Franchises that Compound Value: Many international companies are dynamic, high-
quality multinationals with scope to grow outside of their home markets and compound returns. Investors often
misperceive international equities as sleepy, slow-growth, domestic franchises. However, while 88% of
developed equities are headquartered in Japan and Europe, these regions account for only about 45% of
economic exposure, as measured by sales (Chart 7). Diversified regional exposure provides a margin of safety
should macro forces diverge. The growth
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Benz, Louis-Vuitton, SAP, and Sony.

Il. Innovation and Business Transformation is Taking Many Companies from Good to Great: International
markets also feature companies going from “Good to Great,” a term coined in the famous book by Jim Collins.
Like many American corporations, these international companies are incorporating technology and innovation to
boost growth, reduce costs, and improve customer service and retention. There are many examples, but below
we list a few:

— Siemens, a Germany-based global industrial company, has steadily shifted away from low-tech capital
goods to become a leader in software and smart infrastructure, providing important products that will
improve automation and digitization for its customers.

— Check Point, an Israel-based leader in security software, is utilizing innovative new products to reduce
customer security risks and boost its free cash flow margins.



Samsung, a Korean leader in memory products used in a range of technologies, is a key enabler of Al.
The company has invested heavily in manufacturing technology, further boosting its competitive
advantages.

Under a new CEO, leading consumer brand Nestlé is utilizing technology and science to benefit
consumers and its bottom line. Over the past five years, Nestlé has reduced product time-to-market by
60% and sugar usage by 50% and boosted coffee yields by 50% through drought-resistant technology.

The pharmaceutical industry, including Roche, Novartis, and Sanofi, is benefitting from improved data
and analytics augmented by Al. McKinsey estimates that Al can boost pharma efficiency (and profits) by
over 20% through improving drug discovery, customer documentation, and commercial content creation.

BBVA, which operates a leading Mexican and Spanish banking arm, has invested heavily in digital
infrastructure, which is just starting to bear fruit. Nearly two-thirds of its sales are now through digital
channels, and the company has doubled its ROE in just five years.

lll. Growth from Emerging Markets: International equities provide access to attractive growth trends in

emerging markets, both directly and through multinational companies domiciled in developed markets. EM is

not just China. The long-term growth outlook in many emerging countries remains attractive given a young and

growing population, low penetration across a range of products and services, and opportunities to expand

financial services (Table 1).

Table 1. Emerging Markets vs. USA
Smartphone Healthcare % of Personal Gov't Gov't
Penetration Cars per Spending Population Debt/GDP  DeficittGDP  Debt/GDP
(%) Capita (% of GDP) over65 (%) (%) (%)
EM 62 261 6 1 49 (5) 66
USA 82 908 19 17 74 6) 122
As of 12/3122; Source: Wikipedia, Bank My Cell, World Bank, Bank of International Settlements, Factset, IMF

Emerging markets’ monetary policy has also been far more proactive, given a well-earned healthy fear of

inflation. The average EM inflation rate is only 3.5%3, lower than the US, but EM short-term interest rates remain

quite high. The most extreme case is Brazil, where interest rates are 13% despite a mid-single-digit inflation rate.

IV. Improving Shareholder Returns, including Dividends and Buybacks: International corporate leverage is

now at multi-decade lows*, reducing risks but pressuring
ROE. Stronger balance sheets are often a precursor to
improved cash returns to shareholders (Chart 8). The
average international company has increased its
combined dividends and share buybacks by 150%?® over
the last decade alone, and international equity dividend
yields are now twice those of the US. Increased investor
activism across international markets, particularly in
Japan, should help unlock more value for shareholders.
According to Nomura Research®, there were nearly 20
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3 Source: FactSet. As of 08/31/23. Based on India, Brazil, South Korea, Mexico, Indonesia, Thailand, South Africa, and China.
“Source: MSCI. As of 06/30/23. Based on MSCI EAFE Net Debt to EBITDA and Interest Coverage (EBITDA/Interest Expense).
5 Source: FactSet. As of 12/31/22. Based on the median of nearly 8oo international companies.

€ Source: Nomura Research, "Revisit Japan,” 07/06/23.




times the number of activist investor campaigns in Japan in 2022 than in 2012.

Japan is particularly notable given the long overdue increase in focus on shareholders. After several false starts,
Japanese corporates are increasingly focusing on financial efficiency metrics. Roughly 25% of Japanese
companies’ are trading below book value per share, and over 50% have net cash on their balance sheetsg,
providing “low-hanging fruit” for investors as more companies improve profit margins and capital allocation.

Change is taking place in Japan and throughout international markets, providing attractive catalysts for value
creation.

ATTRACTIVE VALUATIONS

International stocks trade at a deep valuation discount to US stocks, providing investors with a more attractive implied
equity risk premium? of over 5%, well above the US at about 1% (Chart 10). On a price-to-earnings basis, international
stocks trade below long-term averages (Chart g9) despite many companies operating with improving business
fundamentals. This provides a particularly fertile hunting ground for bottom-up investors. That said, there are plenty
of value traps as well, bringing to mind the old Russian proverb “trust, but verify.”
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CONCLUSION

The valuation case for international equities is among the most compelling we have seen in years. In the short term,

valuation has little predictive power; over the long term, however, it is overwhelming. The conventional wisdom is that
non-US equities are cheap for good reason, but fundamentals are stronger than many investors perceive. We are in the
early stages of improved operational performance that will lead to accelerating financial returns for many international

businesses. The quality and embedded growth in international equities remain quite strong, providing an attractive
outlook for investment risk/return in the years to come.

7Source: FactSet. As of 09/14/23. Based on 213 listed Japanese stocks.
8 Source: JP Morgan Equity Strategy, 08/14/23.
9 Defined as next-twelve-month earnings yield less local 10-year government bond yield.



IMPORTANT CONSIDERATIONS & ASSUMPTIONS

This document has been prepared solely for informational purposes and nothing in this material may be relied on in any manner as
investment, legal, medical, accounting or tax advice, or a representation that any investment or strategy is suitable or appropriate to
your individual circumstances, or otherwise constitutes a personal recommendation to you. All information is to be treated as
confidential and may not be reproduced or redistributed in whole or in part in any manner without the prior written consent of
Altrinsic Global Advisors, LLC (“Altrinsic”). The information contained herein shall not be relied upon as a primary basis for any
investment decision, including, without limitation, the purchase of any Altrinsic products or engagement of Altrinsic investment
management services; there is no and will be no agreement, arrangement, or understanding to the contrary. This material has been
prepared by Altrinsic on the basis of publicly available information, internally developed data and other third party sources believed
to be reliable. No assurances or representations are provided regarding the reliability, accuracy or completeness of such information
and Altrinsic has not sought to independently verify information taken from public and third party sources. Altrinsic does not accept
liability for any loss arising from the use hereof. Any projections, market outlooks, opportunities or estimates in this document are
forward-looking statements and are based upon certain assumptions and are subject to change. Due to various risks and
uncertainties, actual events or results, or the actual performance of any investment or strategy may differ materially from those
reflected or contemplated in such forward-looking statements. Except where otherwise indicated, the information provided,
including any investment views and market opinions/analyses expressed, constitute judgments as of the date of this document and
not as of any future date. This information will not be updated or otherwise revised to reflect information that subsequently becomes
available, or changes in circumstances or events occurring after the date hereof.

The data and information presented is based on representative accounts and is for informational and illustrative purposes only.
Individual client data and information may vary based on different objectives for different clients. This material, including any specific
security or strategy references, does not constitute investment advice and should not be viewed as current or past recommendations
or a solicitation of an offer to buy or sell any securities or to adopt any investment strategy. Any documents describing Altrinsic’s
products or services shall not constitute an offer to sell or a solicitation to buy the securities from any person in any jurisdiction where
it is unlawful to do so. Any specific investments referenced may or may not be held by accounts managed by Altrinsic and do not
represent all of the investments purchased, sold, or recommended for client accounts. Readers should not assume that any
investments in securities or strategies referenced were or will be profitable. There are no guarantees that investment objectives will
be met. Investing entails risks, including possible loss of principal. Altrinsic may modify its investment approach and portfolio
parameters, in the future, in a manner which it believes is consistent with its overall investment objective of long-term capital
appreciation and reduced risk.

Past performance is not a guide to or otherwise indicative of future results. Any investment results and portfolio compositions are
provided for illustrative purposes only and may not be indicative of the future investment results or portfolio composition of any
account, investment or strategy managed by Altrinsic.

Disclosure of Risk Factors

An investment in any account, investment or strategy is speculative and involves a significant degree of risk, which each prospective
investor must carefully consider. Returns generated from an investment in any account, investment or strategy may not adequately
compensate investors for the business and financial risks assumed. An investor in any account, investment or strategy could lose all
or a substantial amount of his or her investment. Before making an investment, prospective investors are advised to thoroughly and
carefully review any disclosure documents with their financial, legal and tax advisors to determine whether and investment is suitable
for them.

Additional Performance Disclosure — Use of Benchmarks

Benchmarks are provided for illustrative purposes only. Comparisons to benchmarks have limitations because benchmarks have
volatility and other material characteristics that may differ from the accounts, investments or strategies managed by Altrinsic.
Because of these differences, benchmarks should not be relied upon as an accurate measure of comparison.

This document is not intended for public use or distribution.
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