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Global Strategy

MARKET ENVIRONMENT

Global equities finished higher during the quarter,
with 10 of 11 GICS sectors posting positive returns. By
sector, information technology and financials con-
tributed the most to market returns while consumer
staples were the sole detractor. By country, the U.S.
conftributed the majority of positive market momen-
tum, followed by Japan. Denmark and Germany
were slight detractors.

PORTFOLIO PERFORMANCE

The portfolio’s return was 4.70% (net) for the report-
ing period. This compares to the MSCI World Index
that returned 7.27% for the same period.

Top contributors:

e Kering was a confributor during the quarter. The
France-based luxury goods holding company
rose in anficipation of two key September
events: the start of Luca De Meo’s tenure as
CEO and Demna Gvasalia’s debut collection at
Gucci. Atthe same time, revenue frends - while
still negative - are improving. We believe new
leadership can build on the significant invest-
ments made in recent years to strengthen the
foundation of Kering's luxury houses and return
the group to growth.

e Alibaba Group was a confributor during the
quarter. The China-headquartered technology
conglomerate’s stock price rose significantly fol-
lowing earnings that reflected rapid Chinese Al
growth. Its Cloud segment posted healthy reve-
nue growth, and management indicated that
this momentum is expected to confinue in the
coming quarters. Additionally, Alibaba has solid
fraction in both its International and Instant
Commerce businesses. We continue to believe
the company is well-positioned for long-term
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growth, having been one of the early investors
in Chinese Al. Over time, we believe it can lev-
erage its advanced capabilities and leading
market position to unlock further value.

e Alphabet was a contributor during the quarter.
The technology conglomerate’s stock price ap-
preciated following a favorable ruling in the
Google Search antitrust case and second-quar-
ter earnings that exceeded expectations across
the board. Innovations in the Google Search ex-
perience are driving both engagement and
revenue benefits. Moreover, Cloud growth is ac-
celerating thanks to robust demand for Al work-
loads. We confinue fo believe Alphabet is un-
dervalued on a sum-of-the-parts basis and see
potfential for the company’s Al leadership to
drive further upside across the portfolio.

Top detractors:

e Charter Communications was a detractor dur-
ing the quarter. The broadband leader’s stock
price declined after it reported weak second-
quarter earnings. Year-over-year earnings be-
fore interest, tax, depreciation and amortization
were flat, and the closely watched decline in
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broadband subscriptions fell at a greater pace
than anfticipated. However, broadband aver-
age revenue per user (ARPU) growth acceler-
ated, reaffirming one of the core points of our
thesis. We expect contfinued near-term volatility
in subscriber results but believe the company's
high-capacity network is well positioned to
compete over the long-term.

Centene was a detractor during the quarter.
The U.S.-headquartered managed care com-
pany’s stock price declined after it withdrew its
2025 earnings per share guidance and subse-
quently reinstated it at a much lower level. This
negative revision was caused by cost pressure
in the company’'s Medicaid and Marketplace
businesses. While today's valuation seems to im-
ply that the headwinds impacting Centene are
structural, we believe they're afttributable to
temporary factors and expect a meaningful
earnings recovery in the coming years.

Keurig Dr Pepper was a detractor during the
quarter. The U.S. beverage company’s stock fell
after announcing the acquisition of JDE Peet’s,
which owns a collection of global coffee
brands. Once the combination is complete,
Keurig Dr Pepper plans to split info two separate
entities. One entity will specialize in coffee, while
the other focuses on soft drinks. Separating the
coffee and soft drink segments makes strategic
sense, as synergy estimates appear conserva-
tive, and the multiple paid for JDE Peet's was
undemanding. In our view, investors reacted
harshly to this announcement because the two-
step fransaction adds complexity, increases
debt, and unexpectedly raises exposure o the
coffee category. We believe the sell-off was
overdone since Keurig Dr Pepper’s fundamen-
tals remain healthy, the organization has a
proven tfrack record of deleveraging after prior
deals, and the upcoming separation will expose
the significant sum-of-the-parts discount.

PORTFOLIO POSITIONING
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We initiated the following position(s) during the pe-
riod:

Adidas is an iconic global sportswear brand
specializing in athletic footwear, apparel and
equipment. Adidas is the second-largest player
behind Nike and current management (since
2023) has revitalized the company. We believe
Adidas is poised for further margin expansion
and above-market growth, supported by secu-
lar tailwinds, stfrong brand momentum and sub-
stantial investments into its product offerings
and distribution channels. Despite reporting
solid fundamental results, the stock price has
declined amidst tariff concerns. This provided us
the opportunity to initiate a position in a well-
managed market leader at a discount to our
estimate of intrinsic value.

Hexagon provides advanced sensor and soft-
ware solutions that help companies measure,
analyze, and act on the physical world. Over
the years, the company has strengthened its
economic profile through strategic portfolio
fransformation and continuous innovation lead-
ing to a compelling set of value-added tech-
nologies today. The company has, in our
view, upgraded its management team with the
election of Bjorn Rosengren as Chairman and
Anders Svensson as CEO—whose exceptional
frack records and operational expertise are
well-suited to unlock further efficiencies across
an already high-quality asset base. Despite
solid fundamentals, we think the stock is under-
valued due to a combination of end market
weakness and company-specific shortfalls that
should be addressed by the new, refocused,
management team. This created the unique
opportunity to invest in a company that we
think is poised fo see an inflection in ROCE, cash
flow, and share price over the long term.

Dassault Systemes is a French software com-
pany at the forefront of virtual twin technology,
enabling customers to simulate the behavior of
real-world products and systems in a digital
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environment. By allowing ideas to be tested, re-
fined, and optimized virtually, in our view, Das-
sault's solutions help accelerate innovation, re-
duce costs, and drive superior product out-
comes. The company primarily operates in oli-
gopolistic niches, where it maintains what we
view as a strong competitive position driven by
high switching costs and distinguishes itself from
peers through superior innovation and a sus-
tained commitment to R&D. We like that these
niches offer attractive growth prospects, ex-
panding margins, and robust ROIC, which we
think Dassault can capture as it fully realizes the
benefits of recent initiatives, particularly its mi-
gration to the cloud and related advantages
that the modernized platform can provide in
the coming years. Despite solid fundamentals,
cyclical downturns have led the share price to
decline nearly 40% from its peak, providing the
opportunity to purchase shares in what we view
as one of the higher quality and well-managed
European companies at an attractive valua-
tion.

Salesforce is a leading technology company
that offers a collection of software products
aimed at providing businesses with a full front
office productivity suite. We believe Salesforce
is a wonderful business in the midst of a fransfor-
mation info a profitable, shareholder-focused
enterprise. Since management announced
their renewed focus on operating discipline a
couple years ago, Salesforce’s margins have in-
creased substantially. In our view, there is still
room to improve from here as the company lev-
erages its unique position to help businesses de-
ploy Al and continues to restructure its sales or-
ganization. Since exiting our position in
Salesforce in December, the stock price has de-
clined by over 30% despite continuing to report
fundamental results that are in line with our ex-
pectations. This provided us the opportunity to
buy shares in a leading software business that
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we view as having significant competitive ad-
vantages.

Willis Towers Watson (WTW) is a leading insur-
ance broker and HR services firm. It operates in
a capital-light industry with high returns on eg-
uity and attractive free cash flow generation.
Since the cancellation of its proposed business
combination with Aon a few years ago, WTW
has made significant progress in turning around
the company. Under a reconstituted board of
directors, management sees an opportunity to
sustain mid-single digit or greater organic reve-
nue growth and drive several hundred basis
points of operating margin expansion to narrow
the gap to best-in-class peers. We believe the
shares are undervalued on both an absolute
basis and relative to the multiples at which com-
parable companies trade today.

We eliminated the following position(s) during the
period:

Apftiv

Centene
Mercedes-Benz Group
WPP

OUTLOOK

For more than a decade, those of us who prac-
tice "value investing"—especially in overseas
markets—witnessed  U.S. growth/momentum
stocks soar. We asserted that this trend was un-
sustainable as it was mostly driven by both weak
foreign currencies as well as valuation expansion
by U.S. growth stocks. Year-to-date, we are wit-
nessing the unraveling of this paradigm. At the
same time, the fundamentals of what we view as
the most attractively priced global region, Euro-
pean equities, have improved thus driving more
investor inferest. As the valuation spread ex-
panded during the last 10 years, our view was
that the greater the spread was, the harder it
would be to maintain it. We remain confident in
our belief that given the large valuation spread
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that still exists, we will continue to benefit from this
change.
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AVERAGE ANNUALIZED TOTAL RETURNS (%)
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Since
QTD YTD lyr 3yrs Syrs 10 yrs inception
Global Strategy Gross of Fees 4.88 1717 12.81 19.97 14.01 10.43 7.67
Global Strategy Net of Fees 470 16.57 12.03 19.14 13.22 9.66 6.94
MSCI World Index 7.27 17.43 17.25 23.72 14.41 12.43 7.58
MSCI World Value Index 5.83 16.89 11.98 18.57 13.90 9.36 516

Returns for periods less than one year are not annualized. Composite inception: 06/30/2007

Past performance is no guarantee of future results. Current performance may be lower or higher than the performance data quoted. The gross performance presented above does not reflect the deduction of
investment advisory fees. All returns reflect the reinvestment of dividends and capital gains and the deduction of transaction costs. The client’s return will be reduced by the advisory fees and other expenses it
may incur in the management of its account. The advisory fee, compounded over a period of years, will have an adverse effect on the value of the client’s portfolio.

Understanding the risks

All investments carry a certain degree of risk, includ-
ing possible loss of principal. There is no assurance
that an investment will provide positive performance
over any fime period. Equity investments are subject
to market risk or the risk that stocks will decline in
value in response to such factors as adverse com-
pany news, industry developments or a general eco-
nomic decline. The strategy’s portfolio tfends to be in-
vested in a relatively small number of stocks. As a re-
sult, the appreciation or depreciation of any one se-
curity held by the strategy willhave a greaterimpact
on the its net asset value than it would if the strategy
invested in a larger number of securities. Although
that strategy has the potential to generate attractive
returns over time, it also increases its volatility. Foreign
securities presents risks that in some ways may be
greater than investments in U.S. investments. Those
risks include: currency fluctuation; different regulo-
tion, accounting standards, frading practices and
levels of available information; generally higher tfrans-
action costs; and political risks. Value stocks may falll
out of favor with investors and underperform growth
stocks during given periods.

This material is not infended to be a recommendao-
tion or investment advice, does not constitute a so-
licitation to buy, sell or hold a security or an invest-
ment strategy, and is not provided in a fiduciary

capacity. The information provided does not take
info account the specific objectives or circum-
stances of any particular investor or suggest any spe-
cific course of action. Investment decisions should be
made based on an investor's objectives and circum-
stances and in consultation with his or her advisors.

The information, data, analyses, and opinions pre-
sented herein (including current investment themes,
the portfolio managers’ research and investment
process, and portfolio characteristics) are for infor-
mational purposes only and represent the invest-
ments and views of the portfolio managers and Harris
Associates L.P. as of the date written and are subject
to change without notice.

The specific securities identified and described in this
report do not represent all the securities purchased,
sold, orrecommended to advisory clients. There is no
assurance that any securities discussed herein will re-
main in an account’s portfolio at the time one re-
ceives thisreport or that securities sold have not been
repurchased. It should not be assumed that any of
the securifies, fransactions, or holdings discussed
herein were or will prove to be profitable.

Glossary

The MSCI World Index (Net) is a free float-adjusted,
market capitalization-weighted index that is de-
signed to measure the global equity market
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performance of developed markets. The index co-
vers approximately 85% of the free float-adjusted
market capitalization in each country. This bench-
mark calculates reinvested dividends net of with-
holding taxes. This index is unmanaged and inves-
tors cannot invest directly in this index.

The MSCI World Value Index (Net) captures large-
and mid-cap securities exhibiting overall value style
characteristics across 23 Developed Markets. The
value investment style characteristics for index con-
struction are defined using three variables: book
value-to-price, 12-month forward earnings-to-price,
and dividend yield. The Total Return Index (Net) in-
cludes reinvested dividends net of foreign withhold-
ing fax. This index is unmanaged and investors can-
not invest directly in this index.
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