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The last few years have been a rollercoaster ride for stock markets around the world, including the small-cap space. We sat
with Mark Costa, a member of our Small-Cap Investment Committeeg, to discuss how COVID-19 has changed the investing
landscape for small caps, specifically for Brandes portfolios, and what opportunities the team sees in today’s markets. Mark

has 23 years of investment experience under his belt and has been with Brandes since 2000.

Mark, how has the opportunity set for Brandes’ small-cap portfolios evolved in the last

few years?

It's been an interesting few years. If you go back to 2019, Brandes’ small-cap portfolios had above average cash levels, their
weighted average margins of safety (the discount of market price to our estimate of intrinsic value) were at the low end of
the historical ranges, turnover was minimal as few opportunities were attractive, and correlations in the market were very
high, making it difficult for stock pickers. Additionally, leverage was rising on corporate balance sheets with interest rates
near zero, and after a decade since the Global Financial Crisis, corporate earnings were near cyclical peaks. With cyclical risk
at elevated levels, there were a lot of land mines that we were trying to avoid. We were in capital preservation mode, seeking

to maximize downside protection.

And then the pandemic happened. March 2020 was marked with an immediate meltdown
in the financial markets and the biggest liquidity event I've seen (fourth of such event since
the dot-com era). This gave us an opportunity to deploy capital. Amid a major valuation
compression and indiscriminate selling in the market, some of the companies that we
were buying were former large caps that fell in the small-cap territory. It was a very active
period for our small-cap portfolios as we divested positions that had helped preserve
capital prior to the pandemic and replaced them with more cyclical and economically
sensitive businesses that sold off.

Can you give us an example of a large-cap company that fell into
the small-cap category due to the pandemic? How is the
investment team able to capture such opportunities?

| think one of the biggest strengths of Brandes’ research infrastructure is that our analysts
look at investment opportunities with a global purview, regardless of market cap or where
the companies are located. For instance, an analyst who researches companies within the
energy sector will look at oil and gas firms in all market-cap categories, both in the United
States or outside.

An example was when we purchased Halliburton. Pre-pandemic, Halliburton’s market cap
was north of $30 billion. The pandemic-triggered selloff caused its market cap to drop to
the $5 billion territory, a level we had not seen since the mid-1980s. Our oil and gas
analysts had already done the fundamental work on the company as it was on the
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monitoring list for our larger-cap portfolios, although it was not a candidate for our small-cap portfolios due to the market
cap. Thanks to this pre-existing analysis, the small-cap investment team was able to swiftly estimate the company’s intrinsic
value and take advantage of the steep share-price decline to initiate a position.

There have been other recent examples as well, including Textron, Scotts Miracle Gro, William Morrison, and Mohawk.

Many of these businesses are complex and require deep, fundamental analysis to understand, and the dislocation between
market prices and intrinsic value estimates often happens suddenly and sometimes within a very short window. As such,
having our analysts’ sector specialization, especially combined with their average tenure covering those sectors, has proven
valuable to us. Our analysts have a wholistic view of their sectors; they understand how the small players fit within the
industry and the global economy, and what kind of dynamics they have with the larger participants in the market. If our
analysts only focused on certain market-cap categories or had a generalist approach, it would have been more difficult for us
to act quickly on these short-term market inefficiencies.

You mentioned that Brandes’ small-cap portfolios have had a very active period,
especially early in the pandemic. How has the positioning of these portfolios changed?

Throughout the pandemic, portfolio activity remained elevated, and we continue to find pockets of opportunity after the
value’s “comeback” that started in the fourth quarter of 2020.

In 2021, we saw strong performance from companies tied to post-pandemic economic reopening, and we shifted exposure
from companies in those areas to businesses that had not done as well, such as those in aerospace, defense, and energy. In
early 2022, Russia’s invasion of Ukraine and inflation’s emergence brought further volatility, creating opportunity to rotate
away from some of our defensive positions, such as Japanese net/nets and food companies, to those that we believe offer
greater upside potential.

As a result of our buys and sells in the past few years, the small-cap portfolios now have a balanced positioning, in our
opinion. While we still have some defensively oriented holdings, we have also increased our exposure to more cyclical or
economically sensitive areas that have experienced tough down cycles but possess what
we consider significant recovery potential and trade at attractive valuations, such as the
commercial aerospace industry and the energy sector. Conversely, we have been avoiding
economically sensitive areas for which the market seems to have been underpricing the able to find businesses with
risk of a downward reversion from peak cycle demand. These encompass areas of the strong compounding
market where demand was temporarily boosted by consumer optimism, easy credit, and
low interest rates, such as leisure vehicles, home remodeling, and specialty retail. Of
course, we could uncover opportunities in these industries in the future, but it will require
fundamentals to normalize and asset prices to become more appealing.

éd Generally, we have been

characteristics.

Can you give us examples of recent opportunities?
Generally, we have been able to find businesses with strong compounding characteristics.

For example, Millicom is a Luxembourg-headquartered wireless and fixed-line telecom firm that services nearly 50 million
customers in Latin America (LatAm). Millicom differs from its LatAm peers in its focus on smaller countries, either by early
entry or by acquisition, a strategy that has helped it gain top market share positions in most of the countries in which it
operates. Given the low adoption rates of wireless data services across a population of nearly 120 million, meaningful growth
opportunities persist across Millicom’s geographic markets. Although we had followed Millicom for more than 15 years, this
was the first time we purchased its shares. The company underwent a large rights offering in 2022 that increased its shares
outstanding by 70%. This, combined with general market malaise, has put Millicom’s shares under significant pressure lately.
In our view, Millicom is among the most attractively valued LatAm telecommunications services providers. Its operations are
concentrated in countries that have relatively low competition (many are duopolies), lenient regulation and manageable
foreign-exchange risk, while offering a favorable macroeconomic outlook.

VALUE SPECIALISTS SINCE 1974 BRANDES.COM | PAGE 2



Investment Team Corner: Mark Costa, CFA BRANDES

What about the small-cap space within the U.S. equity market? How has the pandemic
changed the investing landscape?

In general, U.S. small caps are more appealing to us today than they had been over the previous number of years. Leading
into the pandemic, U.S. small caps (using the Russell 2000 Index as a proxy) were broadly expensive, both on absolute and
relative terms (compared to their non-U.S. counterparts). Many companies in this space had high financial leverage and were
not profitable. While the overall asset class was not all that attractive, we believed the Brandes U.S. Small Cap Equity
Strategy provided strong risk-adjusted return potential and diversification benefits for those needing and wanting exposure.

Today, valuations for the asset class are more sensible, in our opinion, with pockets of
éd We're excited that the significant value potential. We're excited that the holdings of our U.S. Small Cap portfolio
exhibit the best balance sheet quality that we've seen in in many years. To put some
context around that, when you look at our holdings, many of them have net cash positions,
including five of the portfolio’s top ten holdings. For some of these holdings, the net cash

balance sheet quality that positions account for more than a third of their market cap. At first glance, these
we've seen in in many years. companies, which operate predominately in the industrials sector, look cyclical and
potentially risky. However, upon investigating the underlying businesses further, these
firms not only have what we consider solid market positions, but also are well capitalized
and have significant post-COVID recovery potential in their end markets. Additionally, many appear under-researched by the
sell side, with little to no coverage, which means the potential for market inefficiencies is higher.

holdings of our U.S. Small
Cap portfolio exhibit the best

Relative to international small caps, the opportunity set for U.S. small caps is not as large. Our U.S. Small Cap portfolio is more
concentrated than our International Small Cap (45 positions vs. 69 — as of 12/31/22), and the underweight to the U.S. is still
prevalent in our Global Small Cap portfolio. That said, we believe all of our small-cap portfolios are very well positioned. They
look different than their respective benchmarks and many of their peers, and can provide a compelling alternative to index-
tracking or passively managed strategies. Their average margins of safety have improved greatly in recent years and we are
optimistic about possible catalysts for future returns, including the potential for a continued value-led performance cycle and
the potential for small caps to outperform large caps.

How would you summarize the current environment for small-cap investing?

In my opinion, this environment - where we have the ability to buy what we consider good, resilient businesses that also have
attractive return potential - is like a boxer being able to punch with both fists. It's the sweet spot for our value-oriented, bottom-
up investment approach, seeking the absolute return potential that our clients are looking for while also seeking to preserve
capital. It's refreshing.
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Net-Net: A company that trades for less than current assets minus all liabilities.
Net Cash: Total cash minus total debt.
The Russell 2000 Index with gross dividends measures the performance of the small cap segment of the U.S. equity universe.

Past performance is not a guarantee of future results. One cannot invest directly in an index. The portfolio characteristics shown relate to a single account as of date noted,
deemed by Brandes to be generally representative of the strategy. Not every account will have these exact characteristics. The actual characteristics with respect to any
particular account will vary based on a number of factors including but not limited to: (i) the size of the account; (ii) investment restrictions applicable to the account, if any;
and (i) market exigencies at the time of investment. Data is updated on a quarterly basis. 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.
Diversification does not assure a profit or protect against a loss in a declining market. Portfolio holdings and allocations are subject to change at any time.

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), Alexandra House, The Sweepstakes,
Ballsbridge, Dublin, D04 C7H2, 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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