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re Maintain a laser focus
- on stock selectionin a
ool ange broadening market

What were the key events and surprises
for global equities in 20257

The key surprise of the year was April’s tariff shock, which raised
fears of stagflation and a global recession. However, this was
short-lived, with a 90-day pause on reciprocal tariffs for US

trade partners, other than China, breathing life back into equities.
Rhynhardt Roodt Markets repriced from expectations of _a hard landing toward a mid-
Chief Investment Officer. cycle outlook as trade policy was recalibrated throughout the year.
4AFactor Monetary settings shifted, with the US Federal Reserve moving
from a firmly restrictive stance to gradual easing, with two cuts
coming in the latter months of 2025, supporting risk assets.

Leadership remained concentrated. The gap between mega-cap
tech and the rest of the market persisted rather than converging
as some expected in early 2025. The powerful Al capex cycle
dominated equity narratives, with semiconductor and Al
infrastructure names driving returns. Outside the US, momentum
improved in Europe as fiscal expansion and easing energy costs
supported a nascent cyclical recovery. The UK market, still
attractively valued and rich in global cyclicals, continued to offer
differentiated opportunities, particularly in materials and financials.
Japan maintained steady progress, benefiting from real wage gains,
governance reforms, and a supportive currency environment.

The content of this communication is intended for readers with existing knowledge of financial markets.
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How will the Al trend evolve in 20267

The durability of the Al capex boom is set to define the landscape.
We believe hardware and infrastructure remain the clearest
beneficiaries, including chip producers, manufacturing tools and
power suppliers that enable larger models and denser data centres.
Software outcomes are more nuanced. There are credible threats
from model-driven disintermediation, one of the hottest topics within
global investing today, yet also a longer-term case for an expansion
of the software market.

We see the risks from increased competition currently outweighing
the potentially larger total addressable market, a net negative

for the software sector. Given various overhangs and pockets

of negative momentum in parts of software, a selective stance

is warranted, focusing on the very best companies in the space.
Our research around the broader topic of Al disruption has led us
to reduce some positions within professional services, which we
see as more exposed. The growing use of Al tools within software
and professional services is highly supportive of companies
involved in Al manufacturing, where we maintain a significant
overweight exposure.

Do you expect market leadership
to continue to broaden?

Some broadening looks likely across regions as valuation dispersion
stays elevated and policy support outside the US persists. Europe’s
fiscal stance, UK valuations, and Japan’s reform tailwinds point to more
balanced contributions to returns, while the dollar’s maturing super-
cycle could redirect capital toward non-US assets. Asia’s supply chain in
the Al space remains pivotal. Japan and Asia ex-Japan are positioned to
benefit as the cycle broadens across components, tools and adjacent
industrials that feed the data centre stack.

Within sectors, leadership may remain anchored in Al infrastructure,
but the opportunity set is expanding into industrials and financials that
benefit from the same capital cycle and easing policy. We can see the
markets accelerating to the upside with just as high a likelihood as we
can see them moving to the downside. However, we expect the kind of
sharp divergence across winners and losers that we’ve seen between
sectors over the last 12 months to continue. What does that mean

for 4Factor? This translates into a disciplined approach to portfolio
construction, aimed at providing a balanced, core, style-agnostic
portfolio, driven by a laser focus on stock selection.
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What are the main opportunities and
headwinds facing global equity markets
in 20267

We believe high-quality technology leaders leveraged to Al infrastructure
and data centre demand remain attractive on a fundamental basis.
Non-US equities offer improving setups. Europe is benefitting from fiscal
expansion and lower energy costs. The UK provides access to global
cyclicals and defensives at compelling valuations. Japan combines

a supportive currency backdrop, real wage gains and governance
reform. Select Asia ex-Japan markets, including India, show cyclical
tailwinds in housing and infrastructure, while targeted opportunities are
emerging in China’s industrials as margins stabilise. Looking at sectors
beyond pure tech, industrials tied to Al capex, defence in a rearmament
cycle and financials supported by better nominal growth are fertile
hunting grounds.

Turning to challenges, policy and macro uncertainty remain elevated.
Trade policy twists could add some fragility to the backdrop. Markets are
sensitive to earnings disappointments and policy shifts. With valuations
already full in many benchmarks, they are likely to move quickly to punish
any perceived missteps. There is also persistent concentration risk.
Despite some broadening, a handful of Al winners still carry outsized
influence. Therefore, managing exposure to mega caps while staying
invested in the cycle is essential. Investors should be careful of software
disruption risk. Model-driven changes to software economics create
forecasting uncertainty. Selectivity and a bias toward operational
momentum are important until the profit pool reshapes more clearly.

Generalrisks. Allinvestments carry the risk of capital loss. The value of investments, and any income generated from
them, can fall as well as rise and will be affected by changes in interest rates, currency fluctuations, general market
conditions and other political, social and economic developments, as well as by specific matters relating to the

assets in which the investment strategy invests. If any currency differs from the investor’s home currency, returns may
increase or decrease as a result of currency fluctuations. Past performance is not a reliable indicator of future results.
Environmental, social or governance-related risk events or factors, if they occur, could cause a negative impact on the
value of investments. No representation is being made that any investment will or is likely to achieve profits or losses
similar to those achieved in the past, or that significant losses will be avoided. Individual companies or securities named
in this material are included for illustrative purposes only. The views expressed are those of the contributor and do not
necessarily represent Ninety One’s house view. The information should not be seen as a forecast of how such securities
will perform and should not be construed as investment advice or a recommendation.

Specific risks. Equity investment: The value of equities (e.g. shares) and equity-related investments may vary according
to company profits and future prospects as well as more general market factors. In the event of a company default (e.g.
insolvency), the owners of their equity rank last in terms of any financial payment from that company. Emerging market:
These markets carry a higher risk of financial loss than more developed markets as they may have less developed legal,
political, economic or other systems.
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advice, a recommendation of any kind, a solicitation of clients, or an offer to invest in any particular strategy, security, derivative or investment
product. The information may discuss general market activity or industry trends and is not intended to be relied upon as a forecast, research, or
investment advice. The economic and market views presented herein reflect Ninety One’s judgment as at the date shown and are subject to change
without notice. Views and opinions presented herein will be affected by changes in interest rates, general market conditions and other political,
social and economic developments. There is no guarantee that views and opinions expressed will be correct and may not reflect those of Ninety
One as a whole, different views may be expressed based on different investment objectives. Although we believe any information obtained from
external sources to be reliable, we have not independently verified it, and we cannot guarantee its accuracy or completeness. Ninety One’s internal
data may not be audited. Ninety One does not provide legal or tax advice. Reliance upon information in this material is at the sole discretion of the
reader. Investors should consult their own legal, tax and financial advisor prior to any investments. Past performance should not be taken as a guide
to the future. Investment involves risks; losses may be made.
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