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Value continues to shine

Value style performance continues to outperform
the growth style. On a year-to-date (YTD) basis,
value stocks have generally outpaced growth
stocks in all key regions. Most notably, when
considering the YTD performance differential of
the value factor and the respective MSCI parent
index (for example: MSCI Japan Value vs. MSCI
Japan), the value style is up 7.12% in the US, up
9.42% in Japan, and up 5.27% in Europe.

This preference for value began in late 2020 and
is a reversal of the sentiment that prevailed in
the decade post the 2008 Global Financial Crisis,
during which investors tended to avoid value
names and preferred high-quality and growth
stocks and those with short-term earnings
potential. This caused the relative valuations of
growth versus value stocks to hit multi-decade
highs.

With the renewed interest in value, there has
been a pullback year-to-date in the multiple that
investors are willing to pay for growth, resulting in

a positive re-rating for value companies, especially
in certain sectors. Nevertheless, the valuation gap
remains at a high level.
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Eastspring’s value strategy teams think there is

still plenty of room for value stocks to continue
their run given that the current policy response
is focused on investing in the real economy and
supporting consumers.

The change in expectations around inflation and
interest rates is also refocusing the attention
towards profitability and free cash flow. Substantial
inflationary pressure along with rising rates can
help value stocks while hurting expensive growth
and quality stocks, as value stocks tend to exhibit
lower duration than growth stocks (i.e., value
stocks are less sensitive to the potential adverse
impact from rising interest rates).

After years of cheap companies being neglected,
this trend has persisted as investors refocus on
areas of the market where mispricing is prevalent.
This is the decade of revolutionary transformations,
such as the decarbonisation transition, which may
benefit equities related to real economy sectors,
including those in the value space currently.
Eastspring’s value teams see significant mispriced
stock opportunities in Japan, Global Emerging
Markets and Asia.
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MSCI AC World equity factor relative performance
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Value Index: 6.6%

Dividend Tilt: 3.4%
Volatility Tilt: 1.7%

Momentum Tilt: -1.1%
Quality Tilt: -1.6%

Growth Index: -6.7%
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Source: Refinitiv Datastream as of 31 August 2022
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Disclaimer
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.

Indonesia by PT Eastspring Investments Indonesia, an investment manager that is licensed, registered and supervised by the Indonesia
Financial Services Authority (OJK).

Malaysia by Eastspring Investments Berhad (531241-U).

This document is produced by Eastspring Investments (Singapore) Limited and issued in Thailand by TMB Asset Management Co., Ltd.
Investment contains certain risks; investors are advised to carefully study the related information before investing. The past performance
of any the fund is not indicative of future performance.

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, 10 Lower Thames Street,
London EC3R 6AF.

Chile (for institutional clients only) by Eastspring Investments (Singapore) Limited (UEN: 199407631H), 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.

The views and opinions contained herein are those of the author on this page, and may not necessarily represent views expressed or
reflected in other Eastspring Investments’ communications. 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. Reliance upon information in this posting is at the sole discretion of the reader. Please consult your own professional adviser
before investing.

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. Data from third party sources may have been used in the preparation
of this material and Eastspring Investments has not independently verified, validated or audited such data. 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 or with the Prudential
Assurance Company, a subsidiary of M&G plc (a company incorporated in the United Kingdom).
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