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FUND FACTS PORTFOLIO COUNTRIES
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MARKET COMMENTARY

It was an interesting third quarter with plenty of market moving headlines. Sharp declines in July, significant volatility in August and a “hard landing”
scenario for the US economy back as a probability earlier in the quarter. However, sentiment improved in September, driven by central bank decisions to
lower rates and markets ultimately finished the quarter on a strong note. In the US, we saw major indices moving even higher reaching new all-time highs, at
the same time as the tech related stock leadership by the Magnificent Seven that prevailed for the last 12-18 months, reversed with investors moving away
from this narrow part of the market to favor a greater number of stocks. A big event with impact beyond the US borders was the highly anticipated actions of
the Federal Reserve (Fed) in September. The first rate cut since 2020 was announced and it exceeded expectations with a 50 basis point (bps) cut, twice as
much as the 25bps rate hike broadly priced into the market. The Fed’s decision mitigated earlier fears of a US recession and instead fueled global markets
higher. It was also supported by somewhat more resilient US data than what many had feared. This has implications for stock markets globally including
emerging markets.

The move by the Fed was positive for risk assets which saw the MSCI Emerging Markets Index rise a solid +8.7% during the quarter, outpacing their
developed markets counterparts as measured by the MSCI World Index (+6.4%). The most significant news of the quarter emanated from China in the last
week of the quarter with the announcement of a significant stimulus package designed to boost its faltering economic growth. For most of the quarter,
negative sentiment continued to weigh on China with a sluggish economic backdrop prevailing, including deteriorating factory and housing data, low
consumer confidence, and still no sign of concerted policy efforts to support the economy. The rate cut by the Fed may have been one of the catalysts for a
change of direction by Beijing and it was perhaps no coincidence that China surprised the markets with what was seen as substantial stimulus measures
shortly after the larger than expected rate cut in the U.S. Further, a subsequent weakening of the U.S. dollar may also have been supportive.

Policy support by the Chinese leadership has been anticipated for some time given the absence of significant signs of economic recovery post COVID,
sentiment on its stock market at historic lows and with worries around deflation lingering. However, the coordinated package announced on September 24th
was arguably more aggressive than expected, instilling hope among investors and fueling the strongest weekly gain we have seen in the MSCI China Index
since 2008. The reference index finished the quarter up more than +23%, all driven by the week that followed policymaker’s announcement. The government
included liquidity measures to support the stock market, easing of mortgage rates to support the property sector, and a range of monetary policy measures
including RRR (reserve requirement ratio) and short-term repo rate cut to support the slowing economy. Most importantly, the government and President Xi
reiterated that the necessary counter cyclical policy measures required to reach its 5% growth goal and to “stop the decline “in the property market would be
taken.

PORTFOLIO COMMENTARY

The Barrow Hanley Emerging markets strategy posted strong performance in the quarter comfortably outpacing the MSCI Emerging Markets Index. While
we were well positioned for the rally that took place in China and added positive value from our exposure there, it was not all about China, as value add came
from a broad range of sectors and countries. Selection within Financials across markets including China, Thailand and Korea was a significant driver, as was
stock selection within Industrials. While the strategy benefited from a significant underweight to the Information Technology sector, stock selection within
the sector provided significant headwinds to excess returns due to the indiscriminate nature of the sector sell off.

OUTLOOK

The outlook for emerging markets is slowly improving, with accelerating growth in many markets at a time when the developed world is slowing down,
leading to an attractive widening gap between growth expectations in developed and emerging markets, which should be positive for the latter. Generally,
emerging market companies are showing improving expectations for corporate earnings with higher earnings growth estimates, exceeding those levels
expected in developed markets. The policy cycle in China is becoming clearer and keeps improving which will be supportive for the asset class. The shift in
the Fed policy and in general global monetary easing cycle may also allow other emerging economies to embark on more loosening measures and cut rates.
Additionally, any USD strength showing signs of abating will be a conducive environment for many emerging market currencies. All these factors should
bode well for risk assets. This, together with significant valuation discounts, gives hope for a cautiously optimistic outlook for the asset class.

This publication has been prepared by Perpetual Investment Management Limited (PIML) ABN 18 000 866 535, AFSL No 234426. It is general information only and is not intended to provide you with financial
advice or take into account your objectives, financial situation or needs. You should consider, with a financial adviser, whether the information is suitable for your circumstances. To the extent permitted by law, no
liability is accepted for any loss or damage as a result of any reliance on this information.

The PDS for the relevant fund, issued by PIML, should be considered before deciding whether to acquire or hold units in that fund. The PDS and Target Market Determination can be obtained by calling 1800 022
033 or visiting our website www.perpetual.com.au. No company in the Perpetual Group (Perpetual Limited ABN 86 000 431 827 and its subsidiaries) guarantees the performance of any fund or the return of any
investor's capital. Total return shown for the fund(s) have been calculated using exit prices after taking into account all of Perpetual's ongoing fees and assuming reinvestment of distributions. No allowance has
been made for contribution or withdrawal fees or taxation (except in the case of superannuation funds, as applicable). Past performance is not indicative of future performance.
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