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Why value now?

Despite the longest growth run on record, the team at Barrow Hanley believes the market has
reached an inflection point where value stocks have become more attractive. Growth stocks
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are typically in demand when interest rates fall and there is often a flow of capital to
companies that have good potential for growth, implying that investors are willing to pay a
higher premium for the future growth of such companies. However, Barrow Hanley has
observed many growth stocks become overpriced, partly as a result of the extraordinary
stimulus being pushed into global economies over the past two years. But with a more bearish
macro outlook, persistent inflation and higher interest rates, we could see value becoming a
better investment strategy as investors again see the advantages of backing companies that
trade at share prices below their intrinsic value, have solid cash flows in their businesses and,
in some cases, have a high dividend yield.

The Barrow Hanley Global Share Fund

The Barrow Hanley Global Share Fund (Fund) aims to provide investors with long-term capital
growth through investment in quality global shares. It may be suitable for investors seeking to
diversify their portfolio with global equities exposure and a value investment style. The Fund
can be accessed on the ASX via the active ETF under the ASX code: GLOB or directly by
completing the application form under the PDS via its unquoted unit class. But what is behind
the Barrow Hanley investment process and how does it differ from other global value fund
managers?

The Barrow Hanley Method

Dallas-based Barrow Hanley, a part of Perpetual Asset Management International, is a global
specialist focused exclusively on value investing. Founded in 1979, the US manager made its
name offering value-focused investment strategies spanning global equities and fixed

income. This is best exemplified by the flagship Barrow Hanley Global Share Fund, which aims
to provide investors with long-term capital growth through investment in quality global shares.
Barrow Hanley strives to achieve this investment objective by adopting a value-oriented,
bottom-up investment process focused on in-depth fundamental research to identify
companies that trade below their intrinsic value for reasons that they can identify, believe are
temporary and have a clearly identified path to achieving fair value.

Investment process and opportunities

Barrow Hanley'’s consistent, repeatable investment process identifies companies across the
globe seeking market inefficiencies and dislocations. This results in a diversified, actively
managed equity portfolio that aims to provide asymmetrical returns by participating in up
markets while protecting in down markets. Typically, value stocks present an opportunity to
buy shares below their potential future market value and the fall in markets across the globe
from late 2021 into early 2022 highs have created just such an opportunity. Rising interest
rates and fears of slowing economic growth have to date seen growth stocks bear the brunt of
market declines, with value stocks outpacing their growth peers over the last year but
especially over the six months to June 2022. Despite this strong relative performance, Barrow
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Hanley continues to see value stocks trading at historical discounts to their growth peers. The
team believes that the portfolio, with a good mix of defensive and cyclical stocks that trade at
a discount to the overall market, is well positioned to continue outperforming.

Aren't all value managers the same?

Value managers globally may share some common beliefs in terms of investment philosophy -
broadly defined as buying companies that trade at a discount to their estimate of fair value -
but their resulting portfolio characteristics and ultimate performance can vary dramatically.
Some will do better in growth environments but fail to keep pace with their peers in a value-
led market. Value strategies have differing characteristics which contribute to performance
over various market cycles. This means that not all styles will benefit to the same degree as
value comes back into favour across global equities markets. When considering how a
strategy fits into a specific value style, defensive and traditional value managers tend to be the
easiest to define based on valuation metrics, beta, upside/downside capture and sector
positioning. However, relative strategies are a bit more difficult, as these managers can have
tendencies that cause them to lean toward either defensive or traditional and, in some cases,
even more closely to broad benchmark-like exposures.

The Barrow Hanley approach

Deep value strategies will tend to have portfolios that are dominated by cyclical companies.
These strategies will do well in a risk-on environment where market expectations are for
strong economic growth and muted fears over economic stress. Defensive value strategies
will tend to have portfolios that are dominated by companies with stable/compounding
earnings. These strategies will do well in a risk-off environment where markets are concerned
over slowing economic growth/recession. Barrow Hanley's traditional value style gives the
team the opportunity to participate in both risk-on and risk-off environments seeking to
provide consistent/steady returns through the cycle. As we enter the second half of calendar
2022, it is worth reflecting that value stocks continue to be priced at a meaningful discount to
growth stocks relative to their historical averages. The set-up for value stocks to provide
strong upside performance relative to growth stocks remains compelling to us at these
valuation spreads. The team at Barrow Hanley has experienced many tumultuous cycles like
this in their 43-year history, and a mean reversion toward value stocks is a matter not of if, but
when.

Find out more about Barrow Hanley.
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The information on this website has been prepared by Perpetual Investment Management Limited ABN 18
000 866 535 AFSL 234426 (Perpetual), as the issuer of the Barrow Hanley Global Share Fund (Fund) and
Barrow Hanley Global Share Fund (Managed Fund) (ASX: GLOB) (ETMF). 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.

Barrow, Hanley, Mewhinney & Strauss (Barrow Hanley) is a 75% owned subsidiary of Perpetual Limited and
a related party of PIML. Perpetual Corporate Trust Limited (ABN 99 000 341 533, AFSL 392673) has
appointed Barrow Hanley as its authorised representative (Representative number 001283250) under its
Australian Financial Services Licence.

The product disclosure statement (PDS) and Target Market Determination (TMD) for the Fund and the
ETMF, issued by PIML, should be considered before deciding whether to acquire or hold units in the Fund
or ETMF. The PDS and TMD 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, ETMF or the return of an investor's capital. To the extent
permitted by law, no liability is accepted for any loss or damage as a result of any reliance on this
information. Past performance is not a reliable indicator of future performance.
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