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Key takeaways

— After a strong run for the US stock market, many
global equity portfolios are concentrated by
sector and style.

— A dedicated allocation to natural resources
equities can improve portfolio resilience, adding
exposure to an underrepresented sector that can
benefit from inflation, physical investment cycles
and changing stock-market leadership.

— Natural resources equities can mitigate
vulnerability to equity market-regime shifts. The
asset class has distinct performance drivers that
may complement existing equity allocations.

— Beyond inflation protection, natural resources
equities provide exposure to structural growth
themes such as electrification and Al power
demand growth.
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country where distribution would be contrary to applicable law or regulations.



Preparing for regime change: the role of natural resources equities

The allocation challenge

After many years of US stock-market dominance, led by the tech sector, many
equity portfolios have become concentrated by sector and style, increasing
vulnerability to market regime shifts. This viewpoint explores why allocating part of
an equity portfolio to natural resources equities — a sector that typically has little
representation in broad equity portfolios - may strengthen resilience to this risk.

Concentration risk

With the technology sector now accounting for ¢.26% of the MSCI All Country
World Index (ACWI) of global equities (Figure 1) versus ¢.14% a decade ago,
equity investors have become increasingly exposed to concentration risk by
sector and style - the latter manifesting in a bias towards growth equities.

This makes equity portfolios more susceptible to market regime change, such
as a transition to an inflationary environment when growth stocks tend to
underperform. The ACWI has limited exposure to sectors that have historically
protected against rising prices, such as natural resources.

Today’s uncertain macro backdrop reinforces the importance of monitoring
exposure to market regime shifts. Geopolitical tensions are heightened,
inflation remains a significant risk, and equity valuations are elevated in the
dominant US market especially. At the same time, leadership in equity markets
is becoming more diverse, most recently with the HALO (heavy-asset, low-
obsolescence) trade seeing capital rotate into businesses with physical assets
as a defence against Al disruption.

Figure 1: Natural resources equities can address sector concentration
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Source: Ninety One, MSClI factsheets. 31 March 2026.

For more information onindices, please see the Important information section.
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The role of natural resources equities

A dedicated allocation to natural resources equities can complement
core equity holdings.

Addressing inflation risk

Natural resources equities have historically tended to perform
well during periods of higher inflation. Since December 2001,
natural resources equities have outperformed all asset classes,
including US equities, during ‘high-inflation” environments (Figure
2). They have also provided competitive returns in normal ‘sticky’
inflationary environments.

Figure 2: Natural resources equities tend to perform well in inflationary times

Returns of natural resources equities in different inflation environments

Annualised Futures- Natural

return during Fixed Global based resource Global Global
(2002 -2025) Income  Equities TIPS commodities  equities Gold Infrastructure real estate
High inflation 0.2% 9.6% 3.5% 15.4% 22.2% 16.2% 1.5% 8.1%
(>3.3%)

Normal inflation 5.5% 15.6% 5.6% 3.9% 13.6% 13.0% 15.9% 14.8%

(1.6% - 3.3%)

Low inflation 2.2% 1.0% 2.5% -16.0% -10.5% 6.2% -3.6% -1.2%
(<1.6%)

Past performance is not indicative or a guarantee of future results.
Index performance returns do not reflect any management fees, transaction costs or expenses. It is not possible to invest directly in any index.

Source: Ninety One, Bloomberg. High inflation is above 3.3% (the 75% percentile of the data). Low inflation is below 1.6% (the 25th percentile

of the data). Normal inflation is between 1.6% and 3.3%. Inflation proxied by CPI US YoY. Data from 31 December 2001 through 31 December
2025. Fixed income = Bbg Global Agg UH USD, Global equities = MSCI ACWI USD, TIPS = Bbg US Treasury Inflation Notes (TIPS), Futures-based
commodities = BCOM Index (TR), Natural resources equities = S&P GNR Index, Gold = US4/0z, Global infrastructure = S&P Global Listed
Infrastructure Index USD, Global real estate = MSCI World/Real Estate Index USD.
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Exposure to structural growth trends

Natural resources equities offer exposure to long-term
structural growth, particularly the economic expansion fueled
by Al adoption and electrification. Both of these era-defining
trends are changing commodity demand, in magnitude and in
the mix of materials required.

According to the International Energy Agency, a typical
electric car requires about 6x more mineral inputs than a
conventional internal combustion engine, while the race to
build Al infrastructure is driving demand for a wide range of
materials required for data centres, grid upgrades and power-
generation facilities.

The wider context, as we argued two years ago, is that the
global economy is in the foothills of a capex ‘supercycle’ that
could see global gross fixed capital formation (a measure

of the net increase in investments by public and private
sectors) 12-24% above trend by 2030. This cycle will primarily
benefit ‘physical economy’ businesses, including natural
resources companies. As we argued back in 2024, a new
capex supercycle:

“...will result in very different market leadership to the last cycle,
which is not well understood by all market participants. Stock
beneficiaries are not restricted to the US but are spread across
geographies and are primarily in physical asset-intensive areas
... sectors that lagged or tracked the market in the post- Global
Financial Crisis period”.


https://ninetyone.com/en/insights/a-new-capex-supercycle-driving-powerful-and-transformative-growth?utm_source=pdf&utm_medium=pdf
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A constructive valuation starting point

Natural resources equities currently trade at discounts vs. broad
equity markets (see figure 3), in contrast to the tech stocks that
dominate global equity indices. The cyclicality of earnings in
commodity sectors means cash-based measures (see figure

3) are more useful valuation metrics, in our view, than price/
earnings, as cashflows tend to be more stable than earnings.
We think strong free cashflow yields and shareholder returns will
enhance natural resources equities’ appeal to investors.

Figure 3: Natural resources companies are generating cash now,

not tomorrow

Higher free cashflow yield
vs broader equity market

Visibility in how free cashflow
will translate into cash returns
to shareholders

Lower EV/EBITDA indicates
relative cheapness
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EV/EBITDA* (x)
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*Enterprise value/earnings before interest, taxes, depreciation and amortisation.

Source: Bloomberg, 31 March 2026. For further information on indices, please see the Important information section.
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Adding differentiated return drivers

Natural resources equities can add differentiated return drivers to

a broad equity portfolio. The asset class has low-to-negative alpha
correlation versus widely held equity styles such as growth and value,
as well as to listed real assets. For example, MSCI’s natural resource
equity benchmark has correlations of 0.28 and -0.08', respectively, with
the S&P Global Infrastructure Index and the S&P Global Property Index.

The natural resources equity universe itself comprises diverse drivers
of returns. It includes both developed and emerging economies, and is
spread across energy, metals & mining, and agriculture (see below).

Figure 2: Natural resources subsectors
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Source: Ninety One.

1. Source: Bloomberg, Ninety One, as at 31 March 2026.
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Equities vs. commodities

We are often asked why investors might choose to invest

in natural resources equities rather than the commodities
themselves. The equities offer similar exposure to commodities,
but with certain important differences:

| The equity opportunity set is broader, as some
commodities cannot be invested in directly.

| Natural resources companies are able to grow production
and reserves, as well as innovate to drive efficiencies. This
creates shareholder value (which cannot occur with direct
commodity investments).

| Physical commodities often experience a return
headwind from insurance and storage costs (of
varying degrees depending on the commaodity).

| Investing in commaodities via futures/options may cause
a return drag from negative roll yield (i.e., when expiring
contracts need to be replaced with contracts with
longer maturities, which are more expensive in typical
commodity markets).

Natural resources equities can offer a positive
yield through dividends or share buybacks.

As a consequence of some of the above, over the past two
decades, natural resources equities have outperformed
commodities. Figure 5 compares an MSCI natural resources
equity index with a Bloomberg benchmark that tracks
commodities directly.

For more information on indices, please see the Important information section.
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Figure 5: Looking back: Resource equities have outperformed over time
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— MSCI ACWI Select Natural Resources Capped Index
—— Bloomberg Commodity Index Total Return

Past performance is not a reliable indicator of future results, losses may be made.
Index performance returns do not reflect any management fees, transaction costs or expenses. It is

not possible to invest directly in any index. Source: Ninety One, 31 March 2026. For further information
onindices, please see the Important Information section.

At a glance: five reasons to consider natural resources equities

Undervalued diversifier with leverage to improving commodity fundamentals

1 2 S

Electrification Inflation Valuation

O

Diversification

Driving structural Historical High FCF yields, Low to negative

demand for relationship high shareholder
metals, a super- between distribution yields,
cycle in power, persistent inflation strong balance
pre-emptive and performance sheets.
under-investment of natural

in traditional resource equities.
energy.

alpha correlation
with widely held
equity styles, as
well as other

real assets.

Past performance is not a reliable indicator of future results, losses may be made.

Outperformance compares the MSCI ACWI Select Natural Resources Capped Index against Bloomberg Commodities Index since Global
Natural Resources inception date, 01March 2008.
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Understanding the risks

[t is important for investors to be aware that natural resources equities
tend to be more volatile than the underlying commodities due to
embedded leverage in their business models. Operational leverage
(arising from the fact that commodity producers’ costs are often
relatively fixed) means that changes in commodity prices translate
into disproportionately larger changes in profitability and equity
valuations. This is often amplified by financial leverage, broader equity
market dynamics, and company-specific risks. In contrast, physical
commodities do not embed these effects, resulting in lower volatility
over longer time horizons. For example, the shares of gold producers
typically trend in the same direction as gold, but with perhaps 1.5-2x
larger moves in both directions (though this ratio varies considerably
over time and from company to company).

While the sector remains cyclical and sensitive to commodity price
swings, improved capital discipline and shareholder return frameworks
have strengthened the investment case relative to prior cycles.

Implementing a dedicated sleeve:
choosing between investment
approaches

We believe there is significant potential for active equity managers
to generate alpha in the natural resources sector through bottom-up
security selection and dynamic sector and sub-sector allocations.

In our view, the optimal active investment approach to this asset

class combines directionally accurate medium-term commodity price
forecasts with deep fundamental analysis of the individual companies.
Experience also matters: this is a relatively small sector, and in our
experience the insights into companies and management teams gained
over many years of engagement as active shareholders are invaluable.

We also believe it is important to cover the entire asset class. The
investible universe is large - spanning energy, metals & mining, and
agriculture — and investors should cast the net wide to capture the full
opportunity. Agriculture, for example, is a diverse and differentiated
sector, but one that is often overlooked and underappreciated by active
natural resources equity funds and global equity strategies alike.
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Conclusion

Global equity portfolios have benefited from a strong run by

a select group of primarily US stocks. But the dominance of
these equities comes with risks: sector concentration, inflation
exposure, and limited geographic diversification. As investors
navigate evolving global equity markets, three factors support
a strategic allocation to natural resources equities, namely the
potential to:

| Mitigate some of the sector, regional, and inflation
risks associated with global equity allocations.

We see this as particularly valuable if the investment
landscape shifts and inflation settles structurally higher.

| Add distinct return drivers to an equity portfolio.

With different return drivers, natural resources
equities have the potential to offer a complementary
return profile to broad global equity portfolios.

Provide exposure to stocks with lower valuations.

Natural resources equities currently trade at
significant discounts vs. broad equity markets.
Strong free cashflow yields and shareholder returns
will enhance their appeal to many investors.

General risks. The value of investments, and any income generated from them, can fall as well as rise. Costs

and charges will reduce the current and future value of investments. Where charges are taken from capital, this
may constrain future growth. Past performance does not predict future returns. If any currency differs from the
investor’s home currency, returns may increase or decrease as a result of currency fluctuations. Investment
objectives may not necessarily be achieved; losses may be made. Target returns are hypothetical returns and do not
represent actual performance. Actual returns may differ significantly. Environmental, social or governance related
risk events or factors, if they occur, could cause a negative impact on the value of investments.

Specific strategy risks. Geographic / Sector: Investments may be primarily concentrated in specific countries,
geographical regions and/or industry sectors. This may mean that, in certain market conditions, the value of the
portfolio may decrease whilst more broadly-invested portfolios might grow. Currency exchange: Changes in

the relative values of different currencies may adversely affect the value of investments and any related income.
Derivatives: The use of derivatives is not intended to increase the overall level of risk. However, the use of
derivatives may still lead to large changes in value and includes the potential for large financial loss. A counterparty
to a derivative transaction may fail to meet its obligations which may also lead to a financial loss. 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. Commodity-related investment:
Commodity prices can be extremely volatile and losses may be made. Emerging market (inc. China): 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.




Important information
This communication is for professional investors only.

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. 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 (ESG-related data is still at an early stage
with considerable variation in estimates and disclosure across companies. Double counting is inherent in all aggregate carbon data). Ninety One’s
internal data may not be audited. Ninety One does not provide legal or tax advice. Prospective investors should consult their tax advisors before
making tax-related investment decisions.

Except as otherwise authorised, this information may not be shown, copied, transmitted, or otherwise given to any third party without Ninety One’s
prior written consent. © 2026 Ninety One. All rights reserved. Issued by Ninety One, May 2026.

Indices

Indices are shown for illustrative purposes only, are unmanaged and do not take into account market conditions or the costs associated with
investing. Further, the manager’s strategy may deploy investment techniques and instruments not used to generate Index performance. For this
reason, the performance of the manager and the Indices are not directly comparable. MSClI data is sourced from MSCI Inc. MSCI makes no express
or implied warranties or representations and shall have no liability whatsoever with respect to any MSCl data contained herein. The MSCI data

may not be further redistributed or used as a basis for other indices or any securities or financial products. This report is not approved, endorsed,
reviewed or produced by MSCI. None of the MSCI data is intended to constitute investment advice or a recommendation to make (or refrain from

making) any kind of investment decision and may not be relied on as such.
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