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ON GLOBAL EQUITIES

Positioning for the Future
in Global Equities

How our investment framework is adapting to the

challenge of change.

he last few years have been

particularly challenging for

investing, with the Russia-Ukraine
conflict the latest event for investors
to negotiate. Aside from the very
concerning humanitarian issues, the
conflict also has ramifications for
future energy policy and near-term
inflation as energy prices spike. We
are also managing the fading of two
of the largest drivers of markets
in recent years: the coronavirus
pandemic and the liquidity provided
by central banks to support economic
growth. We anticipate these trends
will drive a change in behavior from
both consumers and markets. This
represents an opportunity to position
for the future and put our clients on the
right side of the changes we believe
will occur. This includes investing in
areas that are likely to benefit from a
rising rate environment, the reopening
of economies, and countries where
we believe a new economic cycle
is just beginning, particularly in
emerging markets.

Two Huge Distortions From the
Pandemic Are Starting to Fade

Two major distortions came from the
pandemic: (1) the extreme liquidity
provided by the U.S. Federal Reserve
and other central banks (negative
interest rates and quantitative easing)
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and (2) the extreme behavior that people
went through during the pandemic—
whether that was working from home

or the breakdown of supply chains,
shortages, or a change in behavior.
Those two distortions are likely to
reverse in 2022 and 2023 as we are
asked to live with COVID-19 and central
banks tighten monetary policy to tackle
higher inflation.

The market chased these two distortions
to extremes. Bubbles are the mis- or over-
allocation of capital to specific sectors,
and we believe that this happened
during the pandemic. The market
became crowded and price momentum
driven. COVID-winners, U.S. stocks,

and large-cap stocks were the largest
beneficiaries. As these two great
distortions fade and reverse to some
extent, new and different opportunities
will present themselves, driven by
fundamentals that the market may not
expect and is not priced for.

...we are focused on
companies where
we believe there
will be improving
economic returns...
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...our investment
framework is
flexible enough to
adapt to different
environments.

Focusing on the Future—Where We
See Improving Economic Returns

We fully expect markets to continue to
react in the short term to the current
crisis in Ukraine, along with individual
data points (inflation, wages, and
unemployment). But we need to
position our portfolio for where we
believe the world is heading.

We don’t believe that this is a growth
versus value debate. Instead, we

are focused on companies where

we believe there will be improving
economic returns over the next

few years—whether that be in
financials as the Fed removes
liquidity and interest rates begin to
rise, or in reopening sectors, such as
airlines, travel, hotels, and services
that have been so badly impacted

by the pandemic. For many of these
companies, the return to normality gives
us an insight of improving economic
returns due to a return in demand.
We also have the added benefit that
many of these companies have used
the pandemic to create efficiencies by
investing in technology and improving
their cost structures. The risk and the
opportunity are that markets are not
focused on those ideas. The market
remains focused on the past.

Our Investment Framework Can
Work Even as Environments Change

Importantly, as the world changes,
our investment framework is

flexible enough to adapt to different
environments. It is our framework that
helps identify companies with the
potential to deliver improving economic
returns. We do not necessarily believe
that the best returns will be found

in the same areas that worked over
the last two years. There were many
large-scale changes during the
pandemic, including the acceleration
of digital payments, e-commerce,
delivery, streaming video, and video
games. These are long-term powerful
trends. We remain invested in some of

those companies, but we appreciate
the pandemic demand pull forward will
moderate. The real focus should be on
the removal of Fed disruption and the
return of industries in the economy that
have been in hibernation, such as travel
and aerospace. Those are the areas
where we believe the best opportunities
are to be found right now.

Being a global strategy also allows us
to search for the best ideas throughout
the entire investment universe. This
lends itself well to our belief in being
“carefully contrarian.” For example,

we have seen significant pressure in
emerging markets and a wide gap
form between international stocks

and U.S. domestic stocks. We believe
this offers an opportunity, both in
overweighting international markets, but
also in looking at markets like China or
Brazil for specific opportunities. This

is a key part of how we allocate assets
in the portfolio. We move around the
world to the places where we see

the best opportunities, and we see
solid opportunities outside of the U.S.
right now.

Of course, one of the more recent
trends has been the concentration

of flows into several mega-cap tech
companies, with investors almost

on autopilot in investing in those
companies. We are not looking to
make our alpha from those names.
We own some of those mega-cap
stocks and are selectively betting

on one in particular, but we believe
there is more alpha to be found in
understanding companies that others
don’t understand as well or own as
broadly. Finding those idiosyncratic
ideas is what makes us difficult to
imitate. This does mean that our active
share is higher and therefore we are
unlikely to deliver index-like positions
for clients, but that is the point. We
aim to deliver unique alpha that comes
from our research platform and our
investment framework.
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Managing the Risks and We do not, however, believe that the
Opportunities Ahead conflict disrupts what we are predicting
in the gradual fading of the two large
distortions that have driven markets in
recent times. The Fed will likely continue
on its tightening path, and we expect to
see the reopening of economies around
the world as COVID-19 is increasingly
treated as an endemic disease.

We believe inflation will remain high

in the near term, especially as the
Russia-Ukraine conflict intensifies.
However, we expect inflation rates to
moderate in the second half of 2022
and beyond as the bottlenecks caused
by the pandemic are removed. We are
likely to have the very unusual situation
where inflation is falling but interest rates
are rising. This is counterintuitive and
will be difficult for markets to understand.
It is the function of extreme distortion
imposed by the Fed and now being
removed, not market fundamentals.
Long term, we believe inflation will settle
lower than in recent months, but still

at higher levels than the period before
the pandemic. The market remains
mispriced for this environment.

We recognize that times like these

can be very volatile and unsettling for
investors. However, our strategy has
always been built around a world that

is changing. We embrace this and the
potential to discover new companies
and new ideas that will deliver value

for our clients. At the same time, we
always want to stick to the fundamentals
that have proved successful so far—
identifying insights about improving
economic returns in the future and
being disciplined around what we pay
for companies, while embracing change
and having an imagination. Those are
factors that we believe will continue

to deliver strong long-term results for
our clients.

We have no certainty on how the current
crisis in Ukraine will ultimately play

out, but we will continue to monitor the
situation. We are also following closely
the direction of global energy policy over
time as we see an increased urgency to
diversify from traditional energy sources.

General Equity Risks

Capital risk—The value of your investment will vary and is not guaranteed. It will be affected by changes in the exchange rate
between the base currency of the portfolio and the currency in which you subscribed, if different.

ESG and Sustainability risk—May result in a material negative impact on the value of an investment and performance of
the portfolio.

Equity risk—In general, equities involve higher risks than bonds or money market instruments.

Geographic concentration risk—To the extent that a portfolio invests a large portion of its assets in a particular geographic area,
its performance will be more strongly affected by events within that area.

Hedging risk—A portfolio’s attempts to reduce or eliminate certain risks through hedging may not work as intended.
Investment portfolio risk—Investing in portfolios involves certain risks an investor would not face if investing in markets directly.

Management risk—The investment manager or its designees may at times find their obligations to a portfolio to be in conflict with
their obligations to other investment portfolios they manage (although in such cases, all portfolios will be dealt with equitably).

Operational risk—Operational failures could lead to disruptions of portfolio operations or financial losses.
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T. Rowe Price focuses on delivering investment management
s o excellence that investors can rely on—now and over the long term.
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Important Information

This material is being furnished for general informational and/or marketing purposes only. The material does not constitute or undertake to give advice of any nature,
including fiduciary investment advice, nor is it intended to serve as the primary basis for an investment decision. Prospective investors are recommended to seek independent
legal, financial and tax advice before making any investment decision. T. Rowe Price group of companies including T. Rowe Price Associates, Inc. and/or its affiliates receive
revenue from T. Rowe Price investment products and services. Past performance is not a reliable indicator of future performance. The value of an investment and any income
from it can go down as well as up. Investors may get back less than the amount invested.

The material does not constitute a distribution, an offer, an invitation, a personal or general recommendation or solicitation to sell or buy any securities in any jurisdiction or to
conduct any particular investment activity. The material has not been reviewed by any regulatory authority in any jurisdiction.

Information and opinions presented have been obtained or derived from sources believed to be reliable and current; however, we cannot guarantee the sources’ accuracy
or completeness. There is no guarantee that any forecasts made will come to pass. The views contained herein are as of the date written and are subject to change without
notice; these views may differ from those of other T. Rowe Price group companies and/or associates. Under no circumstances should the material, in whole or in part, be
copied or redistributed without consent from T. Rowe Price.

The material is not intended for use by persons in jurisdictions which prohibit or restrict the distribution of the material and in certain countries the material is provided upon
specific request. It is not intended for distribution to retail investors in any jurisdiction.

Australia—Issued in Australia by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 50, Governor Phillip Tower, 1 Farrer Place, Suite 50B,
Sydney, NSW 2000, Australia. For Wholesale Clients only.

Brunei—This material can only be delivered to certain specific institutional investors for informational purpose upon request only. The strategy and/or any products associated
with the strategy has not been authorised for distribution in Brunei. No distribution of this material to any member of the public in Brunei is permitted.

Canada—Issued in Canada by T. Rowe Price (Canada), Inc. T. Rowe Price (Canada), Inc.’s investment management services are only available to Accredited Investors as
defined under National Instrument 45-106. T. Rowe Price (Canada), Inc. enters into written delegation agreements with affiliates to provide investment management services.

Mainland China—This material is provided to specific qualified domestic institutional investor or sovereign wealth fund on a one-on-one basis. No invitation to offer, or offer for,
or sale of, the shares will be made in the mainland of the People’s Republic of China (“Mainland China”, not including the Hong Kong or Macau Special Administrative Regions
or Taiwan) or by any means that would be deemed public under the laws of the Mainland China. The information relating to the strategy contained in this material has not been
submitted to or approved by the China Securities Regulatory Commission or any other relevant governmental authority in the Mainland China. The strategy and/or any product
associated with the strategy may only be offered or sold to investors in the Mainland China that are expressly authorized under the laws and regulations of the Mainland China
to buy and sell securities denominated in a currency other than the Renminbi (or RMB), which is the official currency of the Mainland China. Potential investors who are resident
in the Mainland China are responsible for obtaining the required approvals from all relevant government authorities in the Mainland China, including, but not limited to, the State
Administration of Foreign Exchange, before purchasing the shares. This document further does not constitute any securities or investment advice to citizens of the Mainland
China, or nationals with permanent residence in the Mainland China, or to any corporation, partnership, or other entity incorporated or established in the Mainland China.

DIFC—Issued in the Dubai International Financial Centre by T. Rowe Price International Ltd. This material is communicated on behalf of T. Rowe Price International Ltd. by its
representative office which is regulated by the Dubai Financial Services Authority. For Professional Clients only.

EEA—Unless indicated otherwise this material is issued and approved by T. Rowe Price (Luxembourg) Management S.a r.l. 35 Boulevard du Prince Henri L1724 Luxembourg
which is authorised and regulated by the Luxembourg Commission de Surveillance du Secteur Financier. For Professional Clients only.

Hong Kong—Issued in Hong Kong by T. Rowe Price Hong Kong Limited, 6/F, Chater House, 8 Connaught Road Central, Hong Kong. T. Rowe Price Hong Kong Limited is
licensed and regulated by the Securities & Futures Commission. For Professional Investors only.

Indonesia—This material is intended to be used only by the designated recipient to whom T. Rowe Price delivered; it is for institutional use only. Under no circumstances
should the material, in whole or in part, be copied, redistributed or shared, in any medium, without prior written consent from T. Rowe Price. No distribution of this material to
members of the public in any jurisdiction is permitted.

Korea—This material is intended only to Qualified Professional Investors upon specific and unsolicited request and may not be reproduced in whole or in part nor can they be
transmitted to any other person in the Republic of Korea.

Malaysia—This material can only be delivered to specific institutional investor upon specific and unsolicited request. The strategy and/or any products associated with the
strategy has not been authorised for distribution in Malaysia. This material is solely for institutional use and for informational purposes only. This material does not provide
investment advice or an offering to make, or an inducement or attempted inducement of any person to enter into or to offer to enter into, an agreement for or with a view
to acquiring, disposing of, subscribing for or underwriting securities. Nothing in this material shall be considered a making available of, solicitation to buy, an offering for
subscription or purchase or an invitation to subscribe for or purchase any securities, or any other product or service, to any person in any jurisdiction where such offer,
solicitation, purchase or sale would be unlawful under the laws of Malaysia.

New Zealand—Issued in New Zealand by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 50, Governor Phillip Tower, 1 Farrer Place,

Suite 50B, Sydney, NSW 2000, Australia. No Interests are offered to the public. Accordingly, the Interests may not, directly or indirectly, be offered, sold or delivered in New
Zealand, nor may any offering document or advertisement in relation to any offer of the Interests be distributed in New Zealand, other than in circumstances where there is no
contravention of the Financial Markets Conduct Act 2013.

Philippines—THE STRATEGY AND/ OR ANY SECURITIES ASSOCIATED WITH THE STRATEGY BEING OFFERED OR SOLD HEREIN HAVE NOT BEEN REGISTERED
WITH THE SECURITIES AND EXCHANGE COMMISSION UNDER THE SECURITIES REGULATION CODE. ANY FUTURE OFFER OR SALE OF THE STRATEGY AND/ OR
ANY SECURITIES IS SUBJECT TO REGISTRATION REQUIREMENTS UNDER THE CODE, UNLESS SUCH OFFER OR SALE QUALIFIES AS AN EXEMPT TRANSACTION.

Singapore—Issued in Singapore by T. Rowe Price Singapore Private Ltd. (UEN: 201021137E), No. 501 Orchard Rd, #10-02 Wheelock Place, Singapore 238880.
T. Rowe Price Singapore Private Ltd. is licensed and regulated by the Monetary Authority of Singapore. For Institutional and Accredited Investors only.

South Africa—T. Rowe Price International Ltd (“TRPIL") is an authorised financial services provider under the Financial Advisory and Intermediary Services Act, 2002 (FSP
Licence Number 31935), authorised to provide “intermediary services” to South African investors.

Switzerland—Issued in Switzerland by T. Rowe Price (Switzerland) GmbH, Talstrasse 65, 6th Floor, 8001 Zurich, Switzerland. For Qualified Investors only.

Taiwan—This does not provide investment advice or recommendations. Nothing in this material shall be considered a solicitation to buy, or an offer to sell, a security, or any
other product or service, to any person in the Republic of China.

Thailand—This material has not been and will not be filed with or approved by the Securities Exchange Commission of Thailand or any other regulatory authority in Thailand.
The material is provided solely to “institutional investors” as defined under relevant Thai laws and regulations. No distribution of this material to any member of the public in
Thailand is permitted. Nothing in this material shall be considered a provision of service, or a solicitation to buy, or an offer to sell, a security, or any other product or service, to
any person where such provision, offer, solicitation, purchase or sale would be unlawful under relevant Thai laws and regulations.

UK—This material is issued and approved by T. Rowe Price International Ltd, 60 Queen Victoria Street, London, EC4N 4TZ which is authorised and regulated by the UK
Financial Conduct Authority. For Professional Clients only.

USA—Issued in the USA by T. Rowe Price Associates, Inc., 100 East Pratt Street, Baltimore, MD, 21202, which is regulated by the U.S. Securities and Exchange Commission.
For Institutional Investors only.
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