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— Markets have spent five years rewarding a narrow
group of momentum-led businesses. This has
been a very specific cycle, and cycles tend not
to persist.

— Our companies continued to compound earnings
ahead of the market. The performance lag has
been driven by valuation compression, not
deteriorating fundamentals.

— This compression has created one of the most
attractive entry points in the Ninety One Global
Franchise Fund’s history: high returns' on capital
at a decade-low relative valuation.

— As the macro regime shifts toward lower growth
and greater uncertainty, pricing power, balance
sheet strength and resilience will matter more.

1. This refers to returns on invested capital of our portfolio holdings.
Fund returns are not guaranteed.



What the numbers miss

The underlying dynamic, however, remains similar, with dependence on a
single theme still prevailing. Many portfolios appear diversified, but outcomes
are still shaped by a small group of expensive leaders. Investors are effectively
treating that concentration as if it carries limited downside risk.

The Ninety One Global Franchise Fund is also concentrated but in a
fundamentally different way. We have built a portfolio from a select group
of businesses with attractive returns on capital, durable competitive
advantages and cash flows that reflect the current environment rather than
a projected end state. This disciplined approach results in a portfolio that
looks meaningfully different from the broader market. The portfolio can lag
in momentum-led markets but tends to come into its own as those market
conditions change.

Portfolio earnings have compounded ahead of the market across meaningful
time horizons. Over the past three years, earnings growth has been around
15% per annum versus roughly 12% for the broader market, with the gap
widening further over longer periods. (See Figure 1.) The businesses have
continued to deliver. What has changed is the valuation investors are willing to
assign to those earnings.

Figure 1: Total shareholder return breakdown: earnings vs valuation
Earnings growth the primary driver of returns
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Past performance does not predict future returns; losses may be made.

For illustration purposes only and not representative of fund performance.

Source: Ninety One, FactSet, Bloomberg, 31 March 2026, inception based to April 2007. Weighting based on the
Global Franchise strategy. Earnings based on blended 12-month forward earnings per share (EPS). Total shareholder
return is derived from portfolio constituents through time and is based on the weighted average aggregation of EPS
growth and dividend yield. Gross composite performance is then used to derive the residual rating change.


https://ninetyone.com/en/south-africa/funds-strategies/funds/global-franchise-a-acc-usd-lu0426412945

What the numbers miss

The last three years have been defined by a widening disconnect across
parts of the market. Expensive growth companies have rerated higher, while
high-quality, cash-generative businesses have rerated lower, particularly

in software and information services, as markets moved quickly to price

in Al-related disruption. The reaction has been broad and, in many cases,
blunt. The ‘Al loser’ thesis rests on the premise that coding becomes
commoditised, pricing models come under pressure and autonomous
agents displace software. Each of these risks has some merit. Together,
they have contributed to a sharp derating across parts of the portfolio.

However, these concerns may overlook something more structural.
Enterprise software is not just code; it includes systems of record,
embedded workflows, data, security and compliance frameworks that

are deeply integrated into organisations and difficult to replace. As code
generation becomes easier, these features could become more valuable -
not less.

At the same time, the economics are evolving. If Al shifts software
from enabling work to performing it, the addressable market could
expand beyond traditional IT budgets toward labour budgets. What is
currently being priced as disruption risk may, over time, prove to be
an expansion of opportunity.

This distinction matters because valuation-driven underperformance

behaves very differently from fundamental deterioration. The former
tends to mean revert, while the latter compounds.

What is currently being priced as disruption
risk may, over time, prove to be an expansion
of opportunity.
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What the numbers miss

It is also important to recognise that the portfolio is not a single
expression of this theme. While parts of the recent underperformance
have been concentrated in software and information services, the

Fund remains diversified across a range of high-quality businesses.
Holdings such as Monster, Johnson & Johnson and Philip Morris reflect
this broader opportunity set - companies with strong competitive
positions, resilient demand and long-term compounding characteristics
that extend well beyond any single market narrative.

Across the portfolio, businesses such as exchanges, payment networks,
healthcare infrastructure, data providers and enterprise software
platforms share common features: high returns on capital, recurring
revenues and deep integration within customer workflows. These
advantages are often reinforced by regulatory frameworks, proprietary
data or network effects, making them difficult to displace.

In software specifically, these characteristics remain highly relevant.
As Al evolves, value is likely to shift toward where data resides, how it is
governed and how deeply it is embedded within enterprise processes,
reinforcing the position of established platforms.

Historically, this resilience has resulted in a different pattern
of returns from the broader market during periods of stress.

This leads to a different earnings profile - less dependent on macro
acceleration, less sensitive to sentiment and more consistent over time.
Historically, this resilience has resulted in a different pattern of returns from
the broader market during periods of stress, including the global financial
crisis, the COVID-19 sell-off and more recent tariff-related drawdowns.
Our portfolio has tended to experience less severe declines during these
periods and, in many cases, has recovered more quickly over time.



What the numbers miss

This resilience is not built for market stress alone; it is a by-product of
owning businesses where the competitive advantages are grounded

in data, workflow and scale. The market has increasingly rewarded
businesses whose outcomes are tied to long-term expectations and
future potential. In contrast, the Global Franchise portfolio is positioned
differently. We invest in companies with distinct competitive strengths
and where returns are already visible in current cash flows, rather than
reliant on distant expectations.?

The portfolio is generating returns on invested capital above 30%, near historical
highs.” Balance sheets are strong, with net cash across the Fund. Earnings growth
remains consistent. At the same time, valuations have reset. The relative forward P/E
sits near its lowest level in a decade, and free cash flow yields are now competitive
with, and in some cases above, the broader market.

Figure 2: Quality at historically high levels and valuation at a decade low
Global Franchise return on invested capital (ROIC) vs relative valuation (last 10 years)
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*Sources: Ninety One and FactSet, 31 March 2026. For illustrative purposes only. The data does not represent
the historical performance of the Global Franchise strategy and is not indicative of the potential future
performance of the strategy.

2. Fund returns are not guaranteed.



What the numbers miss

As shown in Figure 2, this is where the disconnect is most visible.
Parts of the market tied to Al-led capital expenditure are being priced
for durability, while software and information services businesses
with recurring revenues and high switching costs are being priced
for structural impairment. History has typically not favoured that kind
of inversion.

If the past few years were driven by multiple compression, the path ahead
may be more straightforward: continued earnings compounding from
businesses with pricing power and structural growth, stabilisation in
valuations as market leadership broadens, and the potential for rerating
as capital rotates toward resilience. None of this requires aggressive
assumptions - it simply requires normalisation.

Figure 3: Select software opportunities increasingly attractive
MSCI ACWI Software Index - price vs fundamentals
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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. Source: Bloomberg, Ninety One, 31 March 2026.

Investors today are being offered a portfolio of high-return,
cash-generative businesses at valuations that already
reflect a degree of scepticism.



What the numbers miss

The last three years have tested patience. That is often the cost of
maintaining discipline when markets reward something different.
But those same conditions have also created opportunity. Investors
today are being offered a portfolio of high-return, cash-generative
businesses at valuations that already reflect a degree of scepticism.

The balance of risk and return is shifting. We believe the gap between
what these businesses are delivering and how they are priced should not
persist indefinitely. When it closes, it is typically underlying economics -
not the narratives that dominated before - that matter most.

Where this leaves us

Recent underperformance has been driven by valuation compression
rather than weaker business fundamentals, with portfolio companies
continuing to compound earnings ahead of the broader market.

That divergence has left the Fund trading at one of the most attractive
relative valuations in its history, despite maintaining high returns on
capital and strong balance sheets.

As the market backdrop shifts toward an environment where growth is
scarcer, characteristics such as resilience, pricing power and cash flow
durability should become more valuable. This is particularly relevantin
areas such as software, where disruption risks are being actively pn{ced‘_
despite resilient underlying economics. (See Figure 3.) = | |

Taken together, this creates a setup where the Fund |s positioned
to benefit from a normalisation between price and f_L__mdamentaIs ;
, with outcomes ultimately driven by the quality of the




Important information

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. If specific funds are mentioned please refer to the relevant fact
sheet for the necessary information regarding those funds.

Ninety One Fund Managers SA (RF) Pty Ltd, “the Management Company”, is registered as a management company under

the Collective Investment Schemes (CIS) Control Act 45 of 2002. The Management Company has outsourced its portfolio
management to Ninety One SA (Pty) Ltd (the Manager), a member of the Association for Savings and Investment South Africa
(ASISA). 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. Fluctuations or movements in exchange rates may cause the value of the underlying international investments to go up
or down. Where the fund may invest in foreign securities, it can be exposed 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.

A feeder fund is a portfolio that invests in a single portfolio of a CIS, which levies its own charges, and which could result in a
higher fee structure for the feeder fund. The fund is a sub-fund in the Ninety One Global Strategy Fund, 49 Avenue J.F. Kennedy,
L-1855 Luxembourg, Grand Duchy of Luxembourg, and is approved under the Collective Investment Schemes Control Act.

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. If applicable, MSCI data is sourced from/copyright of MSCl Inc., MSCI Solutions LLC, or their affiliates (“MSCI”),

or information providers (together the “MSCI Parties”). Please note an important disclaimer applies to MSCI data and can be
found at: Notice and Disclaimer for Reporting Licenses | MSCI. For regulatory disclosures mandated under the EU ESG Rating
Activities Regulation (Regulation (EU) 2024/3005), please visit www.msci.com/legal/sustainability-and-climate-resources-and-
disclosures for methodology and organizational disclosures and https://one.msci.com for rating level disclosures.

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. Ninety One Investment Platform (Pty) Ltd and Ninety One SA (Pty) Ltd are authorised
financial services providers. © 2026 Ninety One. All rights reserved. Issued by Ninety One, May 2026.

Contact information

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

Client service support: 0860 500 100
Email: clientservice@ninetyone.com

Financial advisors
Advisor Service Centre: 0860 444 487.
Alternatively, please contact your Ninety One investment consultant.

www.hinetyone.com
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