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Market context

European equities outperformed in January, recovering some
of their relative weakness over the prior couple of months,
with the benchmark Stoxx 600 reaching a record high. Against
a backdrop of more stagnant economic data, the European
Central Bank cut rates by 25 basis points over the month and
intimated more may be on the way. Banks were particularly
strong, with the sector delivering a double-digit return. With
politics never far from the agenda, investors also turned their
focus to potential tariffs coming from the US, and the snap
election in Germany scheduled for 23 February.

The UK was also a record breaker, with the FTSE 100 setting a
new high as the benchmark posted its best month for two
years. There were a number of drivers, with the commodity-
heavy nature of the market benefitting from a strong month
for Brent crude after the US announced tougher restrictions
on Russian oil and colder temperatures in the Northern
Hemisphere boosted demand. Investors also looked to move
away from tech stocks after new Chinese artificial intelligence
chatbot DeepSeek suggested such technology can be
delivered more cheaply than US counterparts, while the
weaker pound provided a third tailwind to the UK, with about
three-quarters of All-Share revenues coming from abroad.

To read more, please click here or visit the Insights section of
www.ninetyone.com
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Performance

The Strategy underperformed the MSCI Europe Index over the
month, gross and net of fees*.

Stock selection in IT hurt performance the most, where BE
Semiconductor Industries dropped due to weaker-than-
expected demand for semiconductor assembly equipment,
compounded by broader concerns over excess capacity in
the global semiconductor industry. In consumer staples, UK
retailer Marks & Spencer underperformed as concerns over a
challenging macroeconomic environment overshadowed
strong Christmas sales growth in food and clothing divisions.
In consumer discretionary, not holding luxury goods maker
Richemont dragged on relative performance, offset by our
positions in LVMH and Hermés, which were among the top
contributors as the broader luxury complex performed well on
signs of a sequential acceleration in top-line momentum.

More positively, stock picking in industrials contributed
meaningfully to performance, where German defense
company Rheinmetall surged on growing expectations that
NATO members will look to revise up defense spending targets
from the current level of 2% of GDP, in response to the
increased threat level in Europe and pressure from the new US
administration. Within IT, SAP advanced due to strong cloud
revenue growth as enterprises accelerated digital
transformation efforts.

*Where performance is gross of fees, returns will be reduced by management fees and other expenses incurred. Net performance is net of highest

institutional segregated portfolio management fee.

Not all securities held have been discussed. For further information on how the overall strategy performed during the period covered, please
reference the relative performance noted in the Performance review section.

Past performance does not predict future returns; losses may be made.


https://ninetyone.com/en/insights/market-review-january-2025
http://www.ninetyone.com/
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Outlook

In our last outlook we commented on the ‘over-easy’ policy environment that, towards the end of last year, saw 26 global central
banks cutting rates. Fast-forward to today, and bond markets have responded to stronger economic data with steeper yield curves
and higher long-end rates. From recently pricing in five Fed cuts, the market has moved to anticipating only one. In our view a further
inflationary shock would be needed to push yields decisively higher from here. Our central scenario remains that we have left a regime
of secular stagnation and have entered the new normal - a world of higher real rates and ample stock picking opportunities.

We continue to observe that inflation is nearing the ECB’s target, real wage growth is positive in both the UK and Europe, and average
household and corporate balance sheets are generally in good shape. Itis no surprise to us, therefore, that lead indicators of credit
such as loan officer surveys and credit impulse data are turning more positive. In addition, weaker currencies — particularly versus the
US dollar — offer potential tailwinds for many of the exporters within the portfolio.

Near-term risks and opportunities remain. In particular, we would highlight three important catalyst events (i) any potential end to the
conflict in Ukraine following Trump taking office (i) scope for the fiscal brake in Germany to ease following the upcoming elections (iii)
any clarity on Trump’s tariffs providing a welcome clearing event. In the current complex environment, your portfolio is balanced for
the variety of potential outcomes for the European economy. The core portfolio contains many value stocks trading on sustainable
10%+ all-in distribution yields, but also retains exposure to multi-year secular growth in areas like semiconductor equipment critical to
the advancement of Moore’s Law, as well as companies benefiting from the secular growth coming from electrification. We continue
to find ample individual stocks across a range of sectors that fulfil our investment philosophy, namely being of good quality with
undervalued long-term prospects and for whom a positive inflection in sentiment could see a meaningful move to the upside. In short,
we remain optimistic on the outlook for stock picking at present.
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Specific 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.

Important information

This communication is provided for general information only. Nothing herein should be construed as an offer to enter into
any contract, investment advice, a recommendation of any kind, a solicitation of clients, or an offer, marketing or solicitation
with respect to any particular strategy, security, derivative, services 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.

Any decision to invest in strategies described herein should be made after reviewing the offering document and
conducting such investigation as an investor deems necessary and consulting its own legal, accounting and tax advisors in
order to make an independent determination of suitability and consequences of such an investment. This material does not
purport to be a complete summary of all the risks associated with this Strategy. A description of risks associated with this
Strategy can be found in the offering or other disclosure documents. Copies of such documents are available free of
charge upon request.

This is not a buy, sell or hold recommendation for any particular security. Individual security performance does not
represent the Strategy performance. There is no guarantee that the Strategy is currently investing and/or will invest in the
securities in the future. The portfolio may change significantly over a short period of time. Forecasts are inherently limited
and are not a reliable indicator of future performance.

In the US, this communication should only be read by institutional investors, professional financial advisers and their eligible
clients, but must not be distributed to US persons apart from the aforementioned recipients. In Australia, this document is
provided for general information only to wholesale clients (as defined in the Corporations Act 2001). For Funds within the
Strategy that are registered for sale in Switzerland, copies of the Prospectus, latest annual and semi-annual Report &
Accounts, Articles of Incorporation and Key Investor Information Documents may be obtained from the Swiss
Representative and Paying Agent, CACEIS Investor Services Bank S.A., Esch-sur-Alzette, Zurich Branch, Bleicherweg 7, CH-
8027 Zurich, Switzerland.

For distribution into Asia, this material should only be sent to professional investors, institutional investors and
other qualified investors as defined by relevant local laws and regulations, and not to be distributed to the public
or within a country where such distribution would be contrary to applicable law or regulations. It is strictly for the
recipient’s use only and should not be reproduced or distributed to any other persons without prior written
consent from Ninety One. If you are not an intended recipient you must ignore this material and take no action based on
the information in it. In Hong Kong, it is for professional investors only, issued by Ninety One Hong Kong Limited and has not
been reviewed by the Securities and Futures Commission (SFC). In Singapore, it is for institutional investors only, issued by
Ninety One Singapore Pte Limited (company registration number: 201220398M) and has not been reviewed by the
Monetary Authority of Singapore. In the People’s Republic of China (the “PRC”), it can be directed only at certain eligible
PRC investors as prescribed by applicable PRC laws. In Taiwan, it is for professional institutional investors only. In Indonesia,
Thailand, the Philippines and Brunei, it is for institutional investors and other qualified investors only. This material has been
issued to you upon your request, without any marketing or solicitation activities conducted by Ninety One.

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. © 2025 Ninety One. All rights reserved. Issued by Ninety One.
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