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Value Stocks Amid Rising Inflation

Within the investment world, it appears that the topic of inflation has been discussed more often in the past one year than
during the few decades prior. Early this month, the Federal Reserve approved plans to taper its stimulus, further supporting
the notion that inflation is here to stay—at least for longer than initially expected.’

While we never attempt to make any calls on economic projections, we are always mindful of the factors that can affect
company valuations, including inflation and interest rates. We believe the current environment, combined with the continued
discounts at which value stocks trade compared to growth stocks, may provide a favorable catalyst for value stocks.

FACTORS CONTRIBUTING TO INFLATION

Likely Shorter Term
* Increased demand
« Supply chain bottlenecks

* Labor shortages
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Likely Longer Term
* Reshoring
* Monetary stimulus

* Regulatory tightening

BRANDES' Our investments are not dependent on an assumption of materially higher

VIEW

interest rates or inflation.

* We believe interest rates should normalize upwards over the longer term,
although we do not expect any kind of excessive inflation.

RISING INFLATION AND INTEREST RATES MAY BODE WELL FOR VALUE

Financials é

- Largest component of many value indices WL

- May benefit from net interest margin expansions
during periods of steepening yield curve

« Higher interest rates may also boost the
returns of their short-term investments

Cyclical Stocks

« A big component of value stocks $
(including financials, industrials, energy, etc.)
tends to be economically sensitive

« Rising inflation and interest rates have tended to
occur during periods of economic strengthening,
which had boded well for value stocks

Discount Rate

%
« The present value of a growth stock is o
largely driven by cash flows from a distant
future (long duration)

« Rising inflation/interest rates drive up the discount
rate used in company valuations, making long-
duration growth stocks worth incrementally less
compared to value stocks with more immediate
expected cash flows (short duration)

Investor Sentiment

« During uncertain times (e.g., trade war, ‘
pandemic) investors are likely willing to pay a
premium for the prospect visibility provided by
growth stocks

+ As the economy strengthens—and inflation rises—
investors typically become more comfortable
investing in economically sensitive value stocks
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! Source: The Wall Street Journal, “Fed Dials Back Bond Purchases, Plot Ends to Stimulus by June,” published 11/3/21.
2 Source: Bloomberg, “Inflation in U.S. Builds with Biggest Gain in Prices Since 1990, published 11/10/21. CPI-U for the 12 months ending October 31, 2021.
Net Interest Margin: Interest income generated by a financial institution minus the amount of interest paid to its lenders, divided by average earning assets.

Yield Curve: A yield curve shows the relation between the yield on debt instruments (i.e., annual income from the investment, divided by the current market price of the investment)
and their times to maturity. A typical yield curve slopes upward to reflect higher interest rates for longer maturities.

Reshoring: Bringing manufacturing of goods and services to the country of the company’s domicile.

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 herein are subject to change at any time by the investment manager in its discretion due to market conditions
or volatility. 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. 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.

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.,, 4275 Executive Square, 5th Floor, La Jolla, CA 92037.

Singapore/Asia: FOR INSTITUTIONAL/ACCREDITED INVESTOR USE ONLY. Issued by Brandes Investment Partners (Asia) Pte. Ltd., The Gateway West, 150 Beach Road #35-51,
Singapore 189720. 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.

Ireland/Europe: FOR PROFESSIONAL INVESTOR USE ONLY. Issued by Brandes Investment Partners (Europe) Limited (Brandes Europe), 33 Sir John Rogerson’s Quay, Dublin 2,
D02 XK09, 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.

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.
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