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Business/Career Risk

Perhaps no risk is greater for an investment manager than business risk. Declining assets under management or
slumping revenues may threaten a firm’s viability. When this happens, managers may take steps designed to
revive the business at the expense of clients. For example, in the eyes of an investment manager, trailing a
benchmark by a notable margin over a 1-3 year period may trigger a change in how remaining assets are
managed. A manager may alter portfolios so they are similar in composition to peers or a certain benchmark.

When a manager is outperforming, the incentive to “closet index” may be minimal. However, an investment
manager may abandon investment objectives if 1) performance tends to wane, 2) clients focus on relative
quarterly performance, and/or 3) negative media coverage of positions creates “headline” risk. In our opinion,
an investment manager needs to be beholden to a long-term, disciplined investment strategy, not short-term
objectives.

At Brandes Investment Partners® (“Brandes”), we believe clients benefit from our willingness to build portfolios
that are meaningfully different than their benchmarks. Each security we research is evaluated on its own merits,
regardless of market consensus or “headline” risk. We place a high priority on maintaining an independent
perspective and adhering to our investment philosophy at all times.

Ownership Not Aligned with Investor Interests

Asset management firms owned by a larger corporate parent may find constant pressure to meet expected levels
of quarterly revenue growth and assets-under-management. In addition, there may be pressure to constantly
add new products that dilute manager responsibilities or that fall outside the firm’s area of competence.
Managers owned by large corporations may lack the proper incentive to make tough choices that protect
existing clients, such as closing products ahead of capacity limits.

When an investment firm is not beholden to an outside parent company, the largest advantage may be that the
manager sees his or her interests in alignment with their clients. Independent ownership also may enable
managers to make decisions that may be unpopular in the short-term, such as investing in out-of-favor
industries or limiting inflow of funds to protect existing investors.
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Over the years, Brandes has proactively closed products to prevent potential asset bloat, preserve the integrity of

our investment process, and to protect the interests of our clients. In addition, Brandes analysts are
compensated based on their diligence and process, not on how a stock performs over a brief period. We believe
this compensation arrangement encourages a focus on process, not predictions or ambitious forecasts.

Style Drift

In an ever-changing market environment, an investment manager or investment firm might believe they can
benefit from an opportunistic change to their investment mandate. If a market sector or region climbs sharply
in market value, some managers might find incentive to modify their approach to build more exposure to this
top-performing segment (often, coincidentally, at precisely the wrong time).

In addition, by switching investment styles or market capitalization focus, the manager may dilute an asset
allocation plan established by the client. An investor needs to trust that hiring a small-cap growth manager will
yield performance consistent with that investment mandate.

Brandes has followed the same bottom-up, Graham-and-Dodd investment approach since the firm was founded
in 1974. Our commitment to maintaining this investment approach includes an oversight committee that
reviews every investment decision.

Loss of Skill/Talent (Turnover)

When a manager demonstrates investment success, it often attracts the attention of more than investors - it
also may attract the attention of competitors, who may seek to hire away a manager or management team. In
other instances, the investment manager might leave the firm to start his or her own investment company.
Investors should not only consider portfolio turnover when considering a manager, but also investment professional
turnover.

Investment decisions at Brandes are made by investment committees comprised of six to eight senior investment
professionals; we do not foster an atmosphere of star individuals. In addition, the firm has experienced very low
turnover of investment professionals. Our team-oriented process and continuity help ensure Brandes clients
benefit from the same investment approach executed consistently over the long term.

Flawed Assumptions/Investment Philosophy

A restaurant may highlight what is fresh by changing daily the “catch of the day.” This may be ideal for
enhancing the dining experience. However, for inves|
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