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Invest Differently

Are global equity markets shifting in
our favour?

? s Last month we wrote about the Japanese yen—
a major position for us that finally seems to be at
a turning point. But the recent moves in stocks
| are worth a look, too. Global equity markets
have been just as lively—and just as

encouraging.

In markets, sometimes good news is good news,

> 48| sometimes bad news is good news, and
> sometimes, good news isn’'t good enough news.
The last two months have seen all three varieties

in the US alone. Inflation ticked down, which is good news for the economy and for markets. Yet
manufacturing orders tanked, job creation slowed, and jobless claims accelerated. Bad news for the
economy, but good news for markets, as the weakness urges the Fed to cut interest rates. Though a
weaker economy is typically bad news for small firms, they have outperformed handily. That’s partly
because lower rates would reduce their interest costs, and partly because good news for some big
firms wasn’t good enough to beat stretched expectations.

It's a lot to process. Even if we knew the headlines in advance, we’d still struggle to predict what they
would all mean for stocks. So we focus instead on what we are good at—analysing individual
businesses.

Few businesses are immune to broader economic forces, but for most of them, it simply isn’t the most
important thing, and what makes or breaks one company may be totally irrelevant to another.
Nintendo creates video games and consoles, but isn’t remotely concerned with vehicle-based
payments. Corpay operates niche payment networks, but has no interest in video games. The service
quality of freight carriers matters enormously to RXO but not at all to Shinhan Financial Group. Many
of these businesses across our Strategies have recently outperformed, and when the performance of
what you own is idiosyncratic, it is a bit easier to tune out the broader market noise.

At times over the past year, that noise has felt loud, even when the companies we hold have been
delivering good results. Our Global Equity Strategy generated better returns last November and
December than it did this July and August. But with the market outpacing us late last year, it sure
didn’t feel that way! To use an Olympics analogy, we had great race times, but our competition was
on a tear, and gold gets all the attention.

We weren'’t throwing in the towel then, and we aren’t resting now. Yet we do see reasons for
excitement. The opportunity set has for years led us more towards value over growth stocks,
financials and industrials over tech names, and mid-sized firms over giants. That's been
uncomfortable at points this year. But over the past two months, value has led growth, “old economy”
shares have bested tech, and smaller companies have beaten goliaths. Broadly, what we own has
done well, and what we don’t own has suffered—in relative terms, July was the Global Equity
Strategy’s best month since the global financial crisis.

This is a pattern we’ve seen throughout history. At some point in every bull market, investors come to
appreciate the value of previously unloved shares, while demanding more of those in favour. Take
Nvidia. Despite reporting results most businesses can only dream of—sales and earnings both grew
>120% in a single year—its price fell by 6% the following day. When expectations get too high, good
news isn’t good enough news.



Nvidia is not alone. The stocks that suffered most during the recent volatility were those whose
valuations—and expectations—were most stretched coming into it.

Our goal is to find the opposite: companies where expectations are low. Companies where good news
really is good news, and even bad news can be positive if it’s less bad than expected. This also
provides a measure of downside protection—it is far harder to disappoint pessimists than optimists.

In aggregate, the companies in our Global Equity Strategy trade for less than 17 times consensus
estimates of next year’s earnings, versus 24 times for the MSCI World Index. In our view, that gap
leaves our portfolio with plenty of room for pleasant surprises—and the benchmark with little room for
error.

Past performance is not a reliable indicator of future results. The value of investments in the Orbis
Funds may fall as well as rise and you may get back less than you originally invested. It is therefore
important that you understand the risks involved before investing. This report represents Orbis' view
at a point in time and provides reasoning or rationale on why we bought or sold a particular security
for the Orbis Funds. We may take the opposite view/position from that stated in this report. This is
because our view may change as facts or circumstances change. This report constitutes general
advice only and not personal financial product, tax, legal, or investment advice, and does not take into
account the specific investment objectives, financial situation or individual needs of any particular
person. This report does not prohibit the Orbis Funds from dealing in the securities before or after the
report is published.

Disclaimer

The contents of this communication have been approved for issue in the United Kingdom by Orbis
Investments (U.K.) Limited which is authorised and regulated by the Financial Conduct Authority.
Orbis Investments (U.K.) Limited and Orbis Investment Management Limited are members of the
Orbis group of companies (“Orbis”).

This communication does not constitute an offer, solicitation or recommendation to buy, sell or hold
any interests, shares or other securities in the companies mentioned in it. Orbis has not considered
the suitability of this investment against your individual needs and risk tolerance. You must not rely
upon this communication or any part of it as investment advice and Orbis does not assume and will
not accept responsibility or liability (whether arising in contract, tort, negligence or otherwise) for any
error, omission, loss or damage (whether direct, indirect, consequential or otherwise) in connection
with the information in this communication and disclaims any such liability to the maximum extent
permitted by law. This communication represents Orbis' view at the date stated and may provide
reasoning or rationale on why we bought or sold a particular security for a fund. We may take a
different/the opposite view/position from that stated. This is because our view may change as facts or
circumstances change. This communication has not been prepared in accordance with legal
requirements designed to promote the independence of investment research. Entities and employees
of Orbis are not subject to restrictions on dealing in relevant securities ahead of the dissemination of
this review.

Past performance is not a reliable indicator of future results. When investing your capital is at risk.



