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The Importance of Global
Diversification and Asset Allocation

Recency bias or chasing the “hot dot” is a common investing belief that a stock or an asset class that has done well
recently will continue its strong performance. In our opinion, this method of allocating capital often goes against one of the
central tenets of investing, namely diversification. We believe diversification is key as it helps investors to improve its long-
term risk/return potential by having their capital in a variety of asset classes whose performance tends not to correlate with
each other.

Over the last two decades, we have seen many examples of investors falling for the hot dot trap. After the “lost decade” of
the 2000s, during which the U.S. market (S&P 500) saw paltry returns while emerging markets equities (MSCI Emerging
Markets Index) performed well, many wanted to invest in emerging markets (EM), especially its main constituents, the
BRICs (Brazil, Russia, India, and China). However, when viewed alongside valuations, the outperformance of EM equities
relative to U.S. stocks during this period did not come as a surprise as EM equities started at a much more attractive
valuation level than U.S. stocks.

THE “LOST” DECADE
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M Annualized Return 12/31/2000-12/31/2010 @ Forward P/E (12/31/2001)

DECEMBER 31, 2000 TO DECEMBER 31, 2010. Source: Brandes, FactSet, MSCI. Returns include reinvestment of all dividends and are reduced by any applicable foreign
withholding taxes, without provisions for income taxes, if any. It is not possible to invest directly in an index. Past performance is not a guarantee of future results.

Over the last decade, we saw a repeat of this phenomenon, but in reverse. For the past 10 years, U.S. stocks, especially
growth stocks, outperformed other major asset classes, and a new acronym was born to highlight the dominance of a
group of stocks: the FAANGs (Facebook, Apple, Amazon, Netflix, Google). Now many investors seem convinced these
stocks are all one needs to own for the next decade to guarantee a good investment outcome. However, if we look at
valuations, it may not be too surprising that after their decade of strong performance, U.S. stocks (in particular U.S growth
and U.S. small-cap stocks) traded at more expensive valuations than international and emerging markets stocks.
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THE LAST DECADE
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DECEMBER 31,2010 TO DECEMBER 31, 2020. Source: Brandes, FactSet, MSCI. Returns include reinvestment of all dividends and are reduced by any applicable foreign
withholding taxes, without provisions for income taxes, if any. It is not possible to invest directly in an index. Past performance is not a guarantee of future results.

No one knows what will happen over the next decade, but we are skeptical about the belief that U.S. growth stocks’
outperformance will continue indefinitely, especially given their valuation today relative to EM and international stocks.
What we do know is that markets have tended to cycle and style leadership has tended to change, as we've seen with
emerging markets and U.S. growth stocks switching places between top to worst performer (emerging markets) and worst
to top performer (U.S. growth stocks) in the past 20 years.

LAST 20 YEARS
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Bl Annualized Return 12/31/2000 - 12/31/2020
Rank EM US Small US Growth us US Value International
2001-2010 1 2 6 5 4 3
2011-2020 6 3 1 2 4 5

DECEMBER 31, 2000 TO DECEMBER 31, 2020. Source: Brandes, FactSet, MSCI. Periods of greater than one year have been annualized. Returns include reinvestment of all
dividends and are reduced by any applicable foreign withholding taxes, without provisions for income taxes, if any. It is not possible to invest directly in an index. Past
performance is not a guarantee of future results.

As such, we believe the importance of portfolio diversification should not be downplayed when allocating capital.
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Correlation: A statistic that measures the degree to which two securities move in relation to each other. Forward Price/Earnings: Price per share divided by earnings per share
expected over the next 12 months or next fiscal year.

The MSCI EAFE Index with net dividends captures large and mid cap representation of developed market countries excluding the U.S. and Canada. The MSCI Emerging
Markets Index with net dividends captures large and mid cap representation of emerging market countries. Data prior to 2001 is gross dividend and linked to the net dividend
returns. The Russell 1000 Growth Index with gross dividends measures performance of the large cap growth segment of the U.S. equity universe. Securities are categorized
as growth or value based on their relative book-to-price ratios, historical sales growth, and expected earnings growth. The Russell 1000 Value Index with gross dividends
measures performance of the large cap value segment of the U.S. equity universe. Securities are categorized as growth or value based on their relative book-to-price ratios,
historical sales growth, and expected earnings growth. The Russell 2000 Index with gross dividends measures the performance of the small cap segment of the U.S. equity
universe. The S&P 500 Index measures equity performance of 500 of the top companies in leading industries of the U.S. economy.

The MSCl information may only be used for your internal use, may not be reproduced or redisseminated in any form and may not be used as a basis for or a component of an
financial instruments or products or indices. None of the MSCI information is intended to constitute investment advice or a recommendation to make (or refrain from makinggl
any kind of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an indication or guarantee of any future performance
analysis, forecast or prediction. The MSCI information is provided on an “as is” basis and the user of this information assumes the entire risk of any use made of this
information. MSCI, each of its affiliates and each other person involved in or related to compiling, computing or creating any MSCI information (collectively, the “MSCI
Parties”) expressly disclaims all warranties (including, without limitation, any warranties of originality, accuracy, completeness, timeliness, non-infringement, merchantability
and fitness for a particular purpose) with respect to this information. Without limiting any of the foregoing, in no event shall any MSCI Party have any liability for any direct,
indirect, special, incidental, punitive, consequential (including, without limitation, lost profits) or any other damages. (www.msci.com)

Diversification does not assure a profit or protect against a loss in a declining market.

The information provided in this material should not be considered a recommendation to purchase or sell any particular security. It should not be assumed that any security
transactions, holdings or sectors discussed were or will be profitable, or that the investment recommendations or decisions we make in the future will be profitable or will
equal the investment performance discussed herein. Strategies discussed are subject to change at any time by the investment manager in its discretion due to market
conditions or opportunities. The Brandes investment approach tends to result in portfolios that are materially different than their benchmarks with regard to characteristics
such as risk, volatility, diversification, and concentration. International and emerging markets investing is subject to certain risks such as currency fluctuation and social and
political changes; such risks may result in greater share price volatility. Market conditions may impact performance. The performance results presented were achieved in
par}icular market conditions which may not be repeated. Moreover, the current market volatility and uncertain regulatory environment may have a negative impact on future
performance.

The foregoing reflects the thoughts and opinions of Brandes Investment Partners® exclusively and is subject to change without notice. Brandes Investment Partners® is a
registered trademark of Brandes Investment Partners, L.P. in the United States and Canada.

United States: Issued by Brandes Investment Partners, L.P., 11988 El Camino Real, Suite 600, San Diego, CA 92130.

Singapore/Asia: FOR INSTITUTIONAL/ACCREDITED INVESTOR USE ONLY. Issued by Brandes Investment Partners (Asia) Pte. Ltd., Asia Square Tower 2, 12 Marina View
#2301, Singapore 018961. Company Registration Number 201212812M. ARBN: 164 952 710. This document is for "institutional investors” or "accredited investors" as defined
under the Securities and Futures Act, Chapter 289 of Singapore and may not be distributed to any other person. This document is being provided for information purposes
only. Incorporated in Singapore in 2012, Brandes Investment Partners (Asia) Pte. Ltd. (Brandes Asia) provides portfolio management services to clients in Asia (as permitted
under local law). Brandes Investment Partners, L.P., a U.S. registered investment adviser and a sister entity to Brandes Asia, provides research, portfolio construction and
other support to Brandes Asia.

Canada: Distributed by Brandes Investment Partners & Co., 36 Toronto Street, Suite 850, Toronto, ON M5C 2C5. This communication is for information purposes only and
should not be regarded as a sales communication or as advice regarding any financial product or service.

Ireland/Europe: FOR PROFESSIONAL INVESTOR USE ONLY. Issued by Brandes Investment Partners (Europe) Limited (Brandes Europe?, 36 Lower Baggot Street, Dublin 2,
Ireland. Registered in Ireland Number 510203. Authorised and regulated by the Central Bank of Ireland. This report is being provided for information purposes only, no
representation or warranty is made, whether express or implied as to the accuracy or completeness of the information provided. To the fullest extent permitted by law Brandes
Europe shall not be liable for any loss or damage suffered by any person as a result of the receipt of this report. Recipients of this report should obtain their own professional
advice. The distribution of this report may be restricted by law. No action has been or will be taken by Brandes Europe to permit the possession or distribution of this report in
any jurisdiction where action for that purpose may be required. Accordingly, this report may not be used in any jurisdiction except under circumstances that will result in
compliance with any applicable laws and regulations. Persons to whom this report is communicated should inform themselves about and observe any such restrictions. This
information is being issued only to, and/or is directed only at (i) persons who have professional experience in matters relating to investments or (ii) are persons falling within
Article 49(2)(a) to (d) (“high net worth companies, unincorporated associations etc”) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 or to
whom it may otherwise lawfully be communicated (all such persons together being referred to as “Relevant Persons”). This communication must not be acted on or relied on
by persons who are not Relevant Persons. Any investment or investment activity to which this communication relates is available only to Relevant Persons and will be engaged
in only with Relevant Persons. This report is a confidential communication to, and solely for the use of, the persons to whom it is distributed to by Brandes Europe.
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