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OUR DIFFERENTIATED VALUE APPROACH
HAS DRIVEN OUTPERFORMANCE THIS YEAR

A DISCIPLINED VALUE APPROACH
TO OUTPERFORM THE RALLY IN GEM

At Eastspring, we believe that markets are inefficient in the
short to medium-term and are often driven by participants’
behavioural biases such as overreaction to new information
or herding mentality. Prices would tend to rise and fall to

a greater extent than rationally justified by companies’
fundamentals, pushing valuations to extremes. As these
biases are systematic, they can be exploited by disciplined
long-term investors.

These observations form the basis our stock picking philosophy
and process.

The most attractive opportunities lie in these areas of the
market neglected by the “wisdom” of crowds. As a result,
the stocks we own tend to be contrarian investment ideas
compared to market consensus. Building attractively valued
positions in stocks others are avoiding underpins our ability to
deliver longer-term performance and differentiate our Fund.

In 2016, the best performance in Emerging Markets came
from Latin America (+46% ) and Brazil (+86% ) in particular.
Brazil is a great example of how we differ from consensus.

It was a dismal market until early 2016 amid significant GDP
growth downward revisions in 2014/2015 and earnings
disappointments. This price episode provided us with an

-

opportunity to build high conviction positions in undervalued
Brazilian stocks. Despite short term performance headwinds,
we persisted and added further to our Brazilian stocks in

the early part of the year. Common to all our positions was
extreme under-valuation based on either recent earnings
disappointment (Estacio Participacoes) or excessive pessimism
over macro outlook (Banco do Brasil), aggressive competition
in a downturn (Localiza Rent a Car), fears over regulatory
changes (Qualicorp) or simple uncertainty (Bradespar).

Subsequently, all of these positions have performed extremely
well given their valuation starting point and stock selection

in Brazil has been the biggest contributor to performance

this year. The important point is that we are now exiting

or trimming several of these stocks just as Brazil is now the
largest consensus overweight in GEM outside Asia.

Despite the rally in 2016, the value opportunity has not
disappeared and the portfolio is well positioned to capture
the rest of the correction!

! Bloomberg, MSCI EM Latin America TR, in USD, as at 31 October 2016.
2 Bloomberg, MSCI Brazil TR, in USD, as at 31 October 2016.
3 EPFR Global data, JPM Consensus Asset Allocation, September 2016.
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This document is produced by Eastspring Investments (Singapore) Limited and issued in:

¢ Singapore and Australia (for wholesale clients only) by Eastspring Investments (Singapore) Limited (UEN: 19940763 1H), which is incorporated in
Singapore, is exempt from the requirement to hold an Australian financial services licence and is licensed and regulated by the Monetary Authority of
Singapore under Singapore laws which differ from Australian laws.

* Hong Kong by Eastspring Investments (Hong Kong) Limited and has not been reviewed by the Securities and Futures Commission of Hong Kong.

¢ United States of America (for institutional clients only) by Eastspring Investments (Singapore) Limited (UEN: 199407631H), which is incorporated in
Singapore and is registered with the U.S Securities and Exchange Commission as a registered investment adviser.

¢ European Economic Area (for professional clients only) and Switzerland (for qualified investors only) by Eastspring Investments (Luxembourg) S.A., 26,
Boulevard Royal, 2449 Luxembourg, Grand-Duchy of Luxembourg, registered with the Registre de Commerce et des Sociétés (Luxembourg), Register No B
173737.

¢ United Kingdom (for professional clients only) by Eastspring Investments (Luxembourg) S.A. - UK Branch, 125 Old Broad Street, London EC2N 1AR.

e Chile (for institutional clients only) by Eastspring Investments (Singapore) Limited (UEN: 19940763 1H), which is incorporated in Singapore and is licensed
and regulated by the Monetary Authority of Singapore under Singapore laws which differ from Chilean laws.

The afore-mentioned entities are hereinafter collectively referred to as Eastspring Investments. This document is solely for information purposes and does
not have any regard to the specific investment objective, financial situation and/or particular needs of any specific persons who may receive this document.
This document is not intended as an offer, a solicitation of offer or a recommendation, to deal in shares of securities or any financial instruments. It may not
be published, circulated, reproduced or distributed without the prior written consent of Eastspring Investments. Investment involves risk. Past performance and
the predictions, projections, or forecasts on the economy, securities markets or the economic trends of the markets are not necessarily indicative of the future
or likely performance of Eastspring Investments or any of the funds managed by Eastspring Investments. Information herein is believed to be reliable at time of
publication. Where lawfully permitted, Eastspring Investments does not warrant its completeness or accuracy and is not responsible for error of facts or opinion
nor shall be liable for damages arising out of any person’s reliance upon this information. Any opinion or estimate contained in this document may subject to
change without notice. Eastspring Investments (excluding JV companies) companies are ultimately wholly-owned / indirect subsidiaries / associate of Prudential
plc of the United Kingdom. Eastspring Investments companies (including JV's) and Prudential plc are not affiliated in any manner with Prudential Financial, Inc.,
a company whose principal place of business is in the United States of America.



