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Investing for a
world of change

Key takeaways

— Starting conditions matter - Global equity
returns have been unusually strong and valuations

‘ ‘ elevated; long-term forward returns are likely to be
‘ more constrained.

Clyde Rossouw
Head of Quality

— Quality has diverged - Recent dispersion among
Quality managers reflects fundamentally different
definitions and implementations of “Quality.”

— Earnings durability is decisive - Long-term
equity returns are driven by sustained earnings and
free cash flow compounding, not multiple
expansion.

— Valuation has reset - Companies within the
Ninety One Global Franchise Fund continue to
deliver strong earnings growth, while relative
valuations have compressed meaningfully.

— Opportunity is emerging - Resilient
compounding businesses trading at more
reasonable prices offer an attractive forward-
looking setup in a concentrated market.

1. Forecasts are not guaranteed to occur.
This is the copyright of Ninety One and its contents may not be re-used without Ninety One’s prior permission.



Beyond the label: Not all Quality is equal

Global equities have delivered exceptional performance over the past
three years?, supported by resilient growth, moderating inflation and
enthusiasm around Al.

Markets have rewarded momentum, cyclicality and perceived growth
certainty, while more defensive Quality attributes - earnings stability,
balance sheet strength and lower economic sensitivity - have lagged.
Three-year returns for the MSCI ACWI now sit in the 97th percentile of
outcomes since 1990, and valuations remain elevated relative to long-run
averages.

While starting valuations say little about short-term market movements,
their relationship with longer-term outcomes is far stronger. History
suggests that from today’s starting point, global equities in aggregate are
likely to deliver only low-single-digit nominal annualised returns over a
ten-year horizon - a reminder that exceptional recent performance often
makes the next decade more demanding for investors.

Not all Quality is the same

One of the defining features of 2025 was the extraordinary
dispersion of returns among global Quality managers.

Figure 1: Wide dispersion of returns across Quality approaches in 2025
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Source: Ninety One, Morningstar Direct, Gross Returns, USD, as at 31 December 2025.

This was not a simple test of the Quality factor. It was a test of how Quality
was defined.

2. Past performance does not predict future results.
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Some strategies emphasise static screens such as high historical
profitability or low leverage, often leading to concentrated exposure in
traditional defensive sectors. Others tilt Quality towards prospective
growth, embedding material exposure to higher beta technology or
momentum-driven stocks, sometimes with limited valuation discipline.

As shown in Figure 1, these approaches can produce markedly different
outcomes as economic drivers evolve.

High historical profitability does not guarantee future earnings growth if
reinvestment opportunities diminish or competitive intensity increases.
Equally, growth exposure unsupported by durable economics leaves
returns dependent on multiple re-ratings.

Recent experience reinforces a simple point: Quality is not a binary
factor but a spectrum. The decisive question is whether current business
economics can translate into sustained earnings and free cash flow
compounding over time.

Where that link weakens - through eroding competitive advantage or
reliance on valuation expansion - Quality can become fragile.

The Ninety One Global Franchise Fund has exhibited a comparatively
strong and durable earnings growth profile, which has been a key driver
of long-term returns.

Our definition of Quality

Our approach to Quality is more of a philosophy than a factor label.

Quality cannot be reduced to a formula. It is an integrated assessment of
competitive advantage, reinvestment runway, capital allocation discipline
and balance sheet resilience. Capturing it requires forward-looking
analysis and a willingness to adapt as business economics change.

At its core is a simple belief: long-term equity returns are driven

primarily by the compounding of earnings and free cash flow. Durable
compounding requires businesses that can reinvest incremental capital

at attractive rates, supported by pricing power and strong balance sheets.

This framework allows evolution without abandoning core principles.
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Over the past decade, exposure was reduced to segments where
returns on capital deteriorated, while increased in selected technology
and financial services businesses exhibiting recurring revenues and
capital-light economics. These shifts were driven by bottom-up
assessments of earnings durability rather than sector rotation.

Evolution of the Ninety One Global Franchise Fund’s sector
breakdown and MSCI ACWI sector ROIC

Figure 2: Sector breakdown since inception
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Figure 3: MSCI ACWI sector indices, ROIC %
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The portfolio may change significantly over a short period of time.
Source: Ninety One, FactSet, Morningstar, as at 31 December 2025

The resulting portfolio maintains high exposure to Quality
characteristics but low correlation to traditional growth, value

or passive Quality styles. For allocators constructing blended
portfolios, this differentiation is important. A fundamental Quality
allocation should add a distinct return driver rather than replicate
existing exposures.
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The valuation reset creates
opportunity

The most compelling aspect of the current environment is the disconnect
between earnings performance and valuation.

Aggregate earnings from Global Franchise companies grew 18% in

2025 - ahead of historical averages and ahead of the broader market.
Yet the Strategy has experienced a significant market-relative de-rating.
The forward price-to-earnings (P/E) premium to the MSCI ACWI has
compressed materially from its 2022 peak to levels not seen in a decade.

The relative de-rating has been the primary contributor to recent
underperformance, more than offsetting the stronger underlying earnings
compounding delivered by the portfolio.

Figure 4: Decomposition of total shareholder returns (31 December 2025)
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Past performance does not predict future returns; losses may be made.

Source: Ninety One, FactSet, Bloomberg, as at 31 December 2025, inception April 2007.

TSRis derived from portfolio constituents through time and is based on the weighted average aggregation
of EPS growth and dividend yield. Gross performance is used to derive the residual rating change.
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This matters for forward returns. When resilient earnings growth persists,
but valuations reset, the starting point for compounding improves.
Returns become less dependent on multiple expansion and more driven
by underlying business performance.

This dynamic is particularly relevant in a market characterised by elevated
concentration and high expectations embedded in Al infrastructure

and cyclical growth stocks. Capital expenditure cycles rarely move in a
straight line, and market prices often peak ahead of earnings.

At the same time, many businesses with durable competitive advantages,
recurring revenues, and strong free cash flow generation now trade

at valuations that understate their long-term compounding potential.
The broad de-rating across software, information services, and select
consumer franchises has expanded the opportunity set for disciplined
fundamental investors.

Looking ahead

The macro backdrop is becoming more complex. Geopolitical tensions
have intensified, policy uncertainty is rising, and global supply chains
remain in flux. At the same time, elevated valuations and growing index
concentration leave little room for disappointment in parts of the market.

In this environment, predicting macro outcomes is difficult. What matters
more - and where our focus lies - is the resilience and adaptability of the
businesses we own.

The recent period has been described as a failure of Quality. We see it
differently. It has been a failure of narrow, backward-looking definitions
of Quiality - often reliant on historical metrics or crowded exposures -
rather than a failure of the underlying principle: that long-term returns
are driven by businesses’ ability to generate returns above their cost
of capital.
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That distinction matters today. As the chart below shows, the Quality of
the Ninety One Global Franchise Fund — measured by returns on invested
capital = has continued to strengthen, even as relative valuations have
reset to the most attractive levels in a decade. In simple terms, the
fundamentals have improved while the price has come down.

Figure 5: Global Franchise ROIC vs relative valuation
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Sources: Ninety One and FactSet, as at 31 December 2025. Data is based on a substantially similar
related account. The data does not represent the historical performance of the Fund and is not
indicative of the potential future performance of the Fund.

That combination is rarely uninteresting.

In a market where passive exposure is increasingly concentrated and
expected returns are more constrained, we believe owning businesses
that can generate their own growth - rather than relying on index
momentum - offers a more durable path to compounding capital.

Quality’s relevance has not disappeared. It has simply become more
selective and, in our view, more attractive.



Important information

This communication is for institutional investors and financial advisors only. It is not to be distributed to the public or within a country where such
distribution would be contrary to applicable law or regulations. If you are a retail investor and receive it as part of a general circulation, please
contact us at www.ninetyone.com/contactus.

Allinformation, representations and opinions provided are of a general nature and provided for information purposes only. We are not acting
and do not purport to act in any way as an advisor or in a fiduciary capacity. No one should rely or act upon such information or opinion without
appropriate professional advice. We endeavour to provide accurate and timely information but make no representation or warranty, express or
implied, with respect to the correctness, accuracy or completeness of the information and opinions. We do not undertake to update, modify or
amend the information on a frequent basis or to advise any person if such information subsequently becomes inaccurate.

The Fund is a sub-fund of the Ninety One Global Strategy Fund (the Management Company), and is managed by Ninety One Fund Managers UK
Limited. The sub-funds offered for public sale in South Africa are approved under the South African Collective Investment Schemes (CIS) Control
Act. In South Africa, the Management Company is represented by Ninety One Fund Managers (RF) (Pty) Ltd. While this undertaking has been
approved to market its units to the public in Botswana, by the Regulatory Authority of Botswana, the undertaking is not supervised or licensed

in Botswana. It is organised as a société anonyme under the laws of the Grand Duchy of Luxembourg and is supervised by the Commission de
Surveillance du Secteur Financier. For further information on the Fund including application forms and a schedule of fees and commissions, please
contact Ninety One. Fund fact sheets, prices and English language copies of the Prospectus, Report & Accounts and Articles of Incorporation and
local language copies of the Key Investor Information Documents may be obtained from our website and free of charge from the following country
specific contacts: Luxembourg - Ninety One Global Strategy Fund, 49 avenue J.F. Kennedy, L-1855 Luxembourg.

CIS are generally medium to long-term investments, the value of which may go down as well as up. Past performance is not necessarily a guide to
future performance. The Management Company does not provide any guarantee either with respect to the capital or the return of a portfolio. CIS
are traded at ruling prices and can engage in borrowing and scrip lending. A schedule of fees and charges may be requested from the Management
Company. Where performance fees are charged, these are applied daily and quoted net of fees with income reinvested. Though portfolio
performance is shown, individual performance may differ depending on factors such as initial fees, date of actual investment and reinvestment of
earnings and withholding tax where applicable. The fund may invest in foreign securities. This can expose the fund to specific material risks, such
as potential constraints on liquidity and the repatriation of funds, macroeconomic risks, political, foreign exchange, tax and settlement risks, and
potential limitations on the availability of market information.

The Management Company may close the fund to new investors or stop additional investments by existing investors, to ensure the fund remains in
line with its investment mandate or objectives. If there are too many withdrawals from the fund, it could impact its liquidity. In such cases, withdrawal
instructions may be processed differently to safeguard the fund.

Additional adviser fees may be paid and if so, are subject to the relevant Financial Advisory and Intermediary Services Act disclosure requirements.
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. Ninety One Investment Platform (Pty) Ltd and Ninety One SA
(Pty) Ltd are authorised financial services providers.

Investment Process

Any description or information regarding investment process or strategies is provided for illustrative purposes only, may not be fully indicative
of any present or future investments and may be changed at the discretion of the manager without notice. References to specific investments,
strategies or investment vehicles are for illustrative purposes only and should not be relied upon as a recommendation to purchase or sell such
investments or to engage in any particular Strategy. Portfolio data is expected to change and there is no assurance that the actual portfolio will
remain as described herein. There is no assurance that the investments presented will be available in the future at the levels presented, with the
same characteristics or be available at all. Past performance is no guarantee of future results and has no bearing upon the ability of Manager to
construct the illustrative portfolio and implement its investment strategy or investment objective.

Specific Portfolio Names

References to particular investments or strategies are for illustrative purposes only and should not be seen as a buy, sell or hold recommendation.
Unless stated otherwise, the specific companies listed or discussed are included as representative of the Strategy or Strategies. Such references
are not a complete list and other positions, strategies, or vehicles may experience results which differ, perhaps materially, from those presented
herein due to different investment objectives, guidelines or market conditions. The securities or investment products mentioned in this document
may not have been registered in any jurisdiction. More information is available upon request.

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. 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. Ninety One Botswana (Pty) Ltd, Plot 64289, First floor, Tlokweng Road, Fairgrounds, Gaborone, Botswana,

is regulated by the Non-Bank Financial Institutions Regulatory Authority. Ninety One Namibia (Pty) Ltd is regulated by the Namibia Financial
Institutions Supervisory Authority.

Contact information

36 Hans Strijdom Avenue
Foreshore, Cape Town 8001
Telephone: +27 (0)219011000

Client service

Client service support: 0860 500 100
International clients: +27 (0)11508 3801
Email: clientservice@ninetyone.com

Financial advisors
Advisor service centre: 0860 444 487
Email: advisor.service@ninetyone.com

Alternatively, please contact your Ninety One investment consultant.

www.ninetyone.com
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