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I“g'ggt Quality investing during
inflationary times

Investing for a
world of change

The fast view

{ There are three core characteristics that insulate
quality businesses from the damage inflation can
bring: pricing power, low capital intensity, healthy
balance sheets.

[ Pricing power — an attribute achieved through enduring
competitive advantages building significant barriers to
entry — ensures quality companies can sustain their
healthy profit levels.

Clyde Rossouw
Co-Head of Quality

[ Capital light businesses will be much less impactedby
inflation in required capital expenditure costs than
capital intensive businesses.

{ Having healthy balance sheets — with low levels ddebt —
puts quality companies in an enviable position of
strength should interest rates rise.

{ We believe such businesses — held across our Quality
platform — are well set to drive real shareholder
returns irrespective of the macro environment and
will continue to do so if prices dorise for a prolonged
period.
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Quality investing during inflationary times

Three crucial characteristics

Concerns around inflation have dominated investor conversations across the globe
throughout 2021. The initial consensus that the price increases would be
“transitory” — used with particular emphasis by the Federal Reserve — has worn
thin in the face of a pronounced energy crisis, labour shortages and supply chain
bottlenecks.

In addition, COVID distortions have made it extremely difficult to accurately predict
the level of inflation we can expect from here. Nevertheless, it would be pertinent
to assess the potential impact on our portfolio companies if we are indeed entering
an inflationary environment for a prolonged period.

At Ninety One, the businesses that our Quality team invests in display three
core characteristics that should offer protection from any prolonged
inflationary pressures:

They have significant They are low capital They have healthy balance
pricing power intensity businesses, sheets, insulating them
given their strong backedby intangible from rising financing costs
competitive positions assets
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Quality investing during inflationary times

Pricing power

We define high-quality companies as those with enduring competitive advantages that are derived from
intangible assets such as brand, intellectual property, unique content, and networks. These exceptional
qualities provide these companies with barriers to entry and — crucially — pricing power, which in turn
enables them to deliver long-term structural growth and resilience, irrespective of whether the
environment is inflationary, and compound cash flows at sustainably high levels of profitability.

Figure 1: Global Franchise has consistently delivered higher levels of profitability than the
broader market
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Past performance is not a reliable indicator of future results, losses may be made.
Source: Ninety One and FactSet, 30 September 2021. Re-weighted excluding cash and
equivalents showing metrics of the constituent companies since inception. Based on a
pooled vehicle within the strategy and is not available at the composite level.

Benchmark is the MSCI ACWI. For further information on indices, please see the Important
Information section.

This is the case across the various industries we invest in, where high gross margin businesses will be
less impacted by rising input costs. Pricing power is present in a variety of forms in our portfolio.

Some companies possess explicit pricing power through offering critical products and services, such
as ASML and Moody’s, while others have commission-based revenue models,

including Booking Holdings and Visa, where percentage take rates enable rising transaction prices to
transfer fully through to revenues. Another form of pricing power comes from strong brands and
premium category positioning. Supply disruption can have a meaningful impact on consumer goods
companies with complex global supply chains and tightly managed working capital cycles. However,
businesses such as Estee Lauder and Nestle are well-placed to mitigate the risks of disruption and input

cost inflation through their large portfolios of dominant brands in attractive categories with market-
leading distribution.

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.

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. For further information on specific portfolio names, please see the Important information section.
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Low capital intensity

The conventional wisdom often cited during inflationary times is to invest in capital- intensive
businesses such as those in the energy and commodity sectors, who clearly benefit from
inflation in the commodities they produce and sell. However, as we explain in our recent paper

‘Beware the inflation hangover’, lower quality capital intensive companies with high fixed cost
bases may struggle longer term during inflationary periods. This is because they have significant
reinvestment requirements to maintain their physical assets such as buildings and machinery,
and inflation in capex inevitably eats into cash flows.

We believe high quality, capital light businesses with much lower capital expenditure
requirements will be much better protected in an inflationary environment. One of the key
attributes we look for is low capital intensity, with holdings such as Verisign and Intuit

having significantly lower capex needs than the wider market. These companies can sustain
profitable free cash flow growth which, in turn, can be reinvested into the business to fund future
growth or be distributed to shareholders in the form of dividends or buybacks. Such businesses are
not only better equipped to survive during periods of inflation but also thrive.

Figure 2: Global Franchise companies have historically had to spend less to generate

revenue
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Past performance is not a reliable indicator of future results, losses may be made.
Source: Ninety One and FactSet, 30 September 2021. Re-weighted excluding cash and equivalents showing metrics
of the constituent companies since inception. Based on a pooled vehicle within the strategy and is not available at

the composite level. Benchmark is the MSCI ACWI. For further information on indices, please see the Important
Information section.

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.

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. For further information on specific portfolio names, please see the Important information section.
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Healthy balance sheets

Returning to the theme of conventional wisdom, many commentators encourage owning
value and cyclical stocks in periods of inflation and rising rate expectations, as they benefit
from lower starting multiples and shorter-dated cash flows as discount rates rise.
However, quality companies with typically stronger balance sheets will be less impacted by
higher financing costs as rates rise and will actually benefit directly from higher rates
where they have net cash on their balance sheet.

A strong financial model is critical to successfully navigating more challenging economic
and market conditions. Low financial leverage and low capital expenditure requirements
provide valuable operational flexibility for high-quality companies in times of market
weakness. In contrast, highly leveraged low-quality companies could see further stress
put on their balance sheets by higher financing costs as interest rates rise to combat
inflation. Since inception, the portfolio constituents in Global Franchise have
demonstrated consistently lower debt levels than the wider market and many, in fact,
have heavily net cash balance sheets, with Microsoft being one such example.

Figure 3: Quality companies have lower financial leverage, making them less impacted by

higher financing costs if rates rise
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Past performance is not a reliable indicator of future results, losses may be made. Source:
Ninety One and FactSet, 30 September 2021. Re-weighted excluding cash and equivalents showing
metrics of the constituent companies since inception. Based on a pooled vehicle within the strategy
and is not available at the composite level. Benchmark is the MSCI ACWI. For further information on
indices, please see the Important Information section.
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A consistent

investment philosophy

Through these attributes, we remain confident that our approach will be
well-equipped to perform well through an inflationary environment and
be resilient should there be any periods of market weakness. The entire
team shares a consistent investment philosophy, which ensures that all
research ideas centre around those companies with pricing power, low
capital intensity and strong balance sheets. We believe such businesses
are well set to compound shareholder wealth in real terms irrespective of
the macro environment and will continue to do so if prices do rise for a
prolonged period.

General risks: The value of investments, and any income generated from them, can fall as
well as rise. Where charges are taken from capital, this may constrain future growth. Past
performance is not a reliable indicator of future results. If any currency differs from the
investor's home currency, returns may increase or decrease as a result of currency
fluctuations. Investment objectives and performance targets are subject to change and
may not necessarily be achieved, losses may be made. Environmental, social or

governance related risk events or factors, if they occur, could cause a negative impact on the
value of investments.

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. Concentrated portfolio:
The portfolio invests in a relatively small number of individual holdings. This may mean wider
fluctuations in value than more broadly invested portfolios. 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.

For professional investors and financial advisors only. Not for distribution to the public or within a country where distribution would be contrary to
applicable law or regulations.
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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.

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.

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 to invest in any particular fund, product, investment vehicle or derivative. Investment involves risks. Past performance is not indicative of
future performance. 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.

In the US, this communication should only be read by Institutional Investors (Accredited Investors and Qualified Purchasers), Financial Advisors
(FINRA-registered Broker Dealers) and, at their exclusive discretion, their eligible clients. It must not be distributed to US Persons apart from the
aforementioned recipients. THIS INVESTMENT IS NOT FOR SALE TO US PERSONS EXCEPT ACCREDITED INVESTORS AND QUALIFIED

PURCHASERS. Note that returns will be reduced by management fees and that investment advisory fees can be found in Form ADV Part 2A. In
Australia, this document is provided for general information only to wholesale clients (as defined in the Corporations Act 2001).

Ninety One Botswana Proprietary Limited, Unit 5, Plot 64511, Fairgrounds, Gaborone, Botswana, is regulated by the Non-Bank Financial Institutions
Regulatory Authority. In Namibia, Ninety One Asset Management Namibia (Pty) Ltd is regulated by the Namibia Financial Institutions Supervisory
Authority. In South Africa, Ninety One is an authorised financial services provider.

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. © 2021 Ninety One. All rights reserved. Issued by Ninety One, November 2021.

Additional information on our investment strategies can be provided on 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.

If applicable MSCI 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 MSCI 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.

If applicable FTSE data is sourced from FTSE International Limited (‘FTSE’) © FTSE 2021. Please note a disclaimer applies to FTSE data and can be found at
www.ftse.com/products/downloads/FTSE_Wholly_Owned_Non-Partner.pdf

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 securities listed or discussed are included as representative of the Fund. 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.

For professional investors and financial advisors only. Not for distribution to the public or within a country where distribution would be contrary to
applicable law or regulations.
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Australia

Level 28 Suite 3, Chifley Tower
2 Chifley Square

Sydney, NSW 2000
Telephone: +61 2 9160 8400

australia@ninetyone.com

Botswana

Plot 64511, Unit 5

Fairgrounds, Gaborone

Telephone: +267 318 0112
botswanaclientservice@ninetyone.com

Channel Islands

PO Box 250, St Peter Port
Guernsey, GY1 3QH

Telephone: +44 (0)1481 710 404

enquiries@ninetyone.com

Germany

Bockenheimer LandstraRe 23
60325 Frankfurt am Main
Telephone: +49 (0)69 7158 5900

deutschland@ninetyone.com

Hong Kong

Suites 1201-1206, 12/F
One Pacific Place

88 Queensway, Admiralty
Telephone: +852 2861 6388

hongkong@ninetyone.com

Italy
Palazzo Toschi Corneliani
Corso Venezia 44

20121, Milan
Telephone: +39 02 3658 1590

enquiries@ninetyone.com

Luxembourg

2-4, Avenue Marie-Thérése L-
2132 Luxembourg Telephone:
+352 281277 20

enquiries@ninetyone.com

Namibia

First Floor, 6 Thorer Street
Windhoek

Telephone: +264 (61) 389 500
namibia@ninetyone.com

Singapore

25 Duxton Hill #03-01
Singapore 089608
Telephone: +65 6653 5550

singapore@ninetyone.com

South Africa

36 Hans StrijJdom Avenue
Foreshore, Cape Town 8001
Telephone: +27 (0)21 901 1000
enquiries@ninetyone.com

Sweden

Grev Turegatan 3

114 46, Stockholm
Telephone: +46 8 502 438 20

enquiries@ninetyone.com

Switzerland

Dufourstrasse 49

8008 Zurich

Telephone: +41 44 262 00 44

enquiries@ninetyone.com

United Kingdom 55

Gresham Street

London, EC2V 7EL

Telephone: +44 (0)20 3938 1900
enquiries@ninetyone.com

United States

Park Avenue Tower, 65 East 55th Street
New York, 10022

US Toll Free: +1 800 434 5623

usa@ninetyone.com

www.ninetyone.com

Telephone calls may be recorded for training,
monitoring and regulatory purposes and to

confirm investors’ instructions.
For more details please visit
Www.ninetyone.com/contactus






