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INTRODUCTION




I From a uni-polar world to a multi-polar world
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Saurce: Bloomberg, 31 May 2024, The US remains the global superpower, but the gap has closed
3



WL Shifting attitudes towards globalisation

The developed world middle class has stagnated for decades

Income growth by percentile 1988-2008
o\o 90

80
70

60

50

Rise of the emerging world
middle class, especially China

Decline of the developed
world middle class

40

30

20

10

-10
0 5 10 15 20 25 30 35 40 45 50 55 60 65 70 75 80 85 90 95 100

Poorest 4— Percentile of world income distribution ——) Richest

Source: World Bank, 2008, From mutually beneficial to a zero sum game
4






U Trade War
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I Two superpowers on a collision course
el US seeking to curb China’s economic rise
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Rough estimates of relative standing of great empires

While we are not in a position
Netherinds <. . Spain to outline specific policy
Germany = eee-- France — . = India - = = lapan — . . « Russia —— = Ottoman Empire changes at this time, we are
taking a comprehensive
approach to implement
additional actions necessary
related to technologies, end-
0.8 uses, and end-users to protect
U.S. national security and
foreign policy interests

China
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I Security competition
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» Indo-Pacific has become the main theatre of US security focus.... until
Russia invaded Ukraine on February 24t 2022.

= Security frictions in more places than at anytime since Cold War. In addition
to potential kinetic threats, the US is occupied with other security threats:
Terrorism, cyberattacks, nuclear proliferation, information warfare.

= US security spending is 36% of world total and more than rest of G7
combined. How sustainable is this? Post Ukraine, other countries seeing
sharp increases in defense spending.

= Recalling the Century of Humiliation (1839-1939), China’s leadership is
determined to restore its past greatness including its military modernization.
China now takes a much more aggressive stance on sovereignty issues.

Global military spending in 2018
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Source: Stockholm International Peace Research Institute, Andrea Villari/Stars and Stripes, 2018.

South China Sea — China has competing territorial claims with six other
countries in the South China Sea based on its “Nine Dash Line”
interpretation. Land reclamation in the SCS was officially deemed unlawful by
US in July 2020.

Taiwan — Beijing considers the mainland’s reunification with Taiwan as
destiny and has not ruled out the use of force. Under the Taiwan Relations
Act (1979) the US exercises ‘strategic ambiguity’ towards Taiwan’s defense.
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Source: Forbes, Making Sense of the South China Sea Dispute, August 2017.



I Summary

US-China relations are not about to improve anytime soon

Investment

Management

The countries are now locked in a geopolitical rivalry

Having become highly integrated throughout the 1990s and 2000s the US is implementing policies designed to curb economic
China’s rise

Expect more US policies and practices designed to “keep advanced technologies out of the wrong hands”

Expect global supply chains to be gradually diverted from China in favour of onshoring or ‘friend-shoring’

China is responding by heavily investing in developing strategic industries

China will limit export of its own strategic goods — e.g. rare earths

China attempting to create a renminbi-based system of trade

Expect tensions in the South China Sea including Taiwan







N Russia’s report card

March 2020 -

Russia's borders are long and impossible to defend, prompting the Russians to endlessly expand outward until they hit
significant geographic or military resistance.

Russia is a huge producer of oil and natural gas, and its vast geographies sustain massive mining and even more
massive grain production. Much of the activity is seasonal, most Russian territory vacillates between frozen and swamp.

- MILITRRY MIGHT

Russia still invests heavily in defence, though much of the hardware is showing its age. Thirty-plus
year old submarines and an aircraft carrier that habitually catches fire, but impressive tanks and
aircraft and the world's largest nuclear arsenal — Russia's kit may be old, but it still packs a punch.

- ECONOMY 5

Sanctions and overreliance on commodity exports have made Russia struggle since the Soviet fall,
but Russian geography never supported a successful, industrialised economy.

- QUTLOOK

Russia is an ageing, insecure, former power determined to make a last stand
before it is incapable of doing so. American disengagement from the global scene
couldn't have come at a worse time, but the reactivation of Russia's traditional local
foes couldn't have come at a worse one.

Source: ‘Disunited Nations: The Scramble for Power in an Ungoverned World’, Peter Zeihan.







I European energy crisis
European energy policy was built on cheap Russian gas
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ECB grappling with stagflation

Source: Bloomberg, 31 December 2023.



UL Fiscal to the rescue
Populism > Fiscal > Inflation

Liz Truss unveils £150bn UK energy
plan but limits support to six months

Price guarantee will keep average household bills at
£2,500 over next two years

Financial Times, September 2022

Germany approves €100bn fund to
modernise its armed forces

Historic Bundestag vote reflects fundamental shift in
defence and security policy triggered by Russia’s war
in Ukraine

Financial Times, June 2022

The era of crises = more government
15



I Summary/consequences
nnnnnnnnn Russian invasion of Ukraine has accelerated the process of divergence/deglobalisation

I Fragmentation of financial markets and international payments system (SWIFT)
I Fracturing of global commodity markets
Balkanisation of trade in goods and services

Less cooperation between nations
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N US Election

nnnnnnnnn

What typically matters for
market outcomes post
elections is how much the
market has worried about
the outcome

I We’'re all Keynesians now
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I The role of government
sl | he populism — prosperity cycle
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POPULISM -
PROSPERITY THE GREAT SOCIETY PROSPERITY — FREE-MARKET LIBERALISM POPULISM
X
>
(@)
> 14
12
10
8
6
4
2
0
-2
-4
O N < © 00 O N & © 0 O N < © 0 O N < © 00 O N & © 0 O N & © 00 O N <« © 0o O N <«
N 1 1O 1B N © © © O© O I~ I I I I 00 0 W W 0 O O O O 0O O O © O O o o o < < o N
o O O O O O O O O O O O O O O O O O O o O O oo o OO O O O O O O O O O o o o o
— — — — — — — — — — — — — — — — — — — — — — — — — N N AN [qV} N N (V] AN [qV} N (V] (V] [qV}
Truman mw Eisenhower mmmm J.F K, mmw L.B.J. m Nixon m Ford mm Carter mmm Reagan
mm Bush Sr mmm Clinton = Bush Jr mm Obama = Trump mw Biden =—PX LAST

Source: Bloomberg, 31 May 2024, From supply-side economics to demand-side economics
19



IMPLICATIONS




UL Implications
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From ‘Just in Time’ to ‘Just in Case’ nll 0F wnlc“

Commodity / resource security

Supply chain disruption

Onshoring / Protecting and developing
strategic industries

Increased defence spending

More fiscal spending

Inflation is likely to be higher and more volatile in the years ahead
21






NEWTON

Investment
Management

40 years of disinflation over?

US CPI NSA - YoY%
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Source: Bloomberg, 30 April 2024.
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UL A longer read of history
The US economy has oscillated between periods of structurally accelerating and structurally
decelerating inflation

Structural US inflation regimes
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U Fixed Income
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US 10Y yield & inflation regimes
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I Fixed Income
Structural bull markets have historically taken place during disinflationary periods

US 10Y constant duration treasury TR (deflated by US CPI) & inflation regimes
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Source: Bloomberg, 1 June 2024, Long-term interest rate cycles are a feature of history
26



T Equities

el Structural bull markets have historically taken place during disinflationary periods
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S&P 500 & inflation regimes
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U Equities

Inflation kills bull markets
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S&P 500 vs. inflation regimes
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» Inflationary periods have
seen deeper and more
frequent bear markets
versus disinflationary
periods
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U Commodities

el Gold has outperformed the broad equity market during inflationary periods

Management

S&P 500/ Gold (USD) & inflation regimes
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I Key takeaways
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n Geopolitical risk is here to stay

E Deglobalisation is just getting started
‘Populism > Fiscal > Inflation’ cycle in play
Entered an inflationary regime in 2021

Major consequences for markets



I Important information
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For US investors

For Institutional Clients Only. Issued by Newton Investment Management North America LLC
(‘NIMNA'’ or the ‘Firm’).

NIMNA is a registered investment adviser with the US Securities and Exchange Commission
(‘SEC’) and subsidiary of The Bank of New York Mellon Corporation (‘BNY Mellon’). The Firm was
established in 2021, comprised of equity and multi-asset teams from an affiliate, Mellon
Investments Corporation. The Firm is part of the group of affiliated companies that individually or
collectively provide investment advisory services under the brand ‘Newton’ or ‘Newton Investment
Management’. Newton currently includes NIMNA and Newton Investment Management Ltd. (‘NIM’)
and Newton Investment Management Japan Limited (‘NIMJ’).

The Firm’s assets under management, client and employee counts are as of the most recent
qguarter end, unless noted otherwise. Where applicable, assets under management include
discretionary and non-discretionary assets, the notional value of overlay strategies, assets of bank-
maintained collective investment funds for which NIMNA has been appointed sub-advisor, assets
managed by investment personnel acting in their capacity as officers of affiliated entities and assets
under advisement for a model of securities which the Firm does not arrange and as to which we do
not affect the purchase or sale of securities. Newton’s assets under management include assets
collectively managed by NIM and NIMNA.

This document may not be used for the purpose of an offer or solicitation in any jurisdiction or in
any circumstances in which such offer or solicitation is unlawful or not authorized. This material (or
any portion thereof) may not be copied or distributed without Newton’s prior written approval.

Statements are current as of the date of the material only. Any forward-looking statements speak
only as of the date they are made, and are subject to numerous assumptions, risks, and
uncertainties, which change over time. Actual results could differ materially from those anticipated
in forward-looking statements.

The following provides a simplified example of the cumulative effect of management fees on
investment performance: An annual management fee of 0.80% applied over a five-year period to a
$100 million portfolio with an annualized gross return of 10% would reduce the value of the portfolio
from $161,051,000 to $154,783,041. The actual investment advisory fees incurred by clients may
vary depending on account size, structure, cash flow and other account-specific factors. Newton’s
standard fees are shown in Part 2A of its Form ADV.

No investment strategy or risk management technique can guarantee returns or eliminate risk in
any market environment. Past results are not indicative of future performance and are no guarantee
that losses will not occur in the future. Future returns are not guaranteed and a loss of principal
may occur.

Performance is expressed in U.S. dollars unless noted otherwise. Performance results for one year
and less are not annualized. Many factors affect performance including changes in market
conditions and interest rates and in response to other economic, political, or financial
developments. Performance presented for measurement periods prior to September 1, 2021
represents the performance of the strategy when managed at Mellon Investments Corporation
(‘Mellon’), an affiliate of NIMNA. Performance presented for measurement periods prior to February
1, 2018 represents the portable performance results of a prior affiliated firm. Mellon was formed on
January 31, 2018, through the merger of The Boston Company and Standish into Mellon Capital.

To derive Ten Largest Holdings, Characteristics, Economic Sector Weightings, Country Weightings
and Portfolio Holdings for presentation purposes, a representative institutional account (‘Account’)
has been identified to be used as a proxy for the strategy. The information provided in this
document should not be considered a recommendation to purchase or sell any particular security.

There is no assurance that any securities discussed herein will remain in an account’s portfolio at
the time you receive this report or that securities sold have not been repurchased. The securities
discussed do not represent an Account’s entire portfolio and in the aggregate may represent only a
small percentage of an Account’s portfolio holdings. It should not be assumed that any of the
securities transactions or holdings discussed were or will prove to be profitable, or that the
investment recommendations or decisions we make in the future will be profitable or will equal the
investment performance of the securities discussed herein.

Newton manages a variety of investment strategies. How ESG analysis is integrated into Newton’s
strategies depends on the asset classes and/or the particular strategy involved. Newton does not
currently view certain types of investments as presenting ESG risks and opportunities and believes
it is not practicable to evaluate such risks and opportunities for certain other investments. Where
ESG is considered, other attributes of an investment may outweigh ESG considerations when
making investment decisions.

Some information contained herein has been obtained from third-party sources that are believed to
be reliable, but the information has not been independently verified by Newton. Newton makes no
representations as to the accuracy or the completeness of such information and has no obligation
to revise or update any statement herein for any reason. Unless you are naotified to the contrary, the
products and services mentioned are not insured by the FDIC (or by any governmental entity) and
are not guaranteed by or obligations of The Bank of New York or any of its affiliates. The Bank of
New York assumes no responsibility for the accuracy or completeness of the above data and
disclaims all expressed or implied warranties in connection therewith.

Charts and graphs herein are provided as illustrations only and are not meant to be guarantees of
any return. The illustrations are based upon certain assumptions that may or may not turn out to be
true.

The use of corporate names or logos in this presentation, other than those of Newton or its
affiliates, is for illustrative purposes only and rights to any logos, trademarks or servicemarks are
owned by their respective entities. It is not known whether the listed companies endorse or
disapprove of Newton or any advisory services provided.

The indices referred to herein are used for comparative and informational purposes only and have
been selected because they are generally considered to be representative of certain markets.
Comparisons to indices as benchmarks have limitations because indices have volatility and other
material characteristics that may differ from the portfolio, investment or hedge to which they are
compared. The providers of the indices referred to herein are not affiliated with NIMNA, do not
endorse, sponsor, sell or promote the investment strategies or products mentioned herein and they
make no representation regarding the advisability of investing in the products and strategies
described herein. Please see NewtonIM.com for important index licensing information.

Newton does not consider Investment Analytics to meet the definition of performance as defined in
206(4)-1(e). Investment Analytics are usually utilized as evaluation tools, both by internal portfolio
management teams along with clients, to better understand drivers of performance returns however
they are not considered actual performance returns. Gross performance data is used to derive at
Investment Analytics. Investment Analytics would include but not limited to: Attribution which shows
contribution of returns at difference classifications; Top xx / Bottom xx Contributors (with xx being
any number less than the half of the holdings in a portfolio); Ex-post risk statistics (such as tracking
error, information ratio, standard deviation of returns). Note: Classifications used in attribution can
include but not limited to: Sector / Industry / Sub-Industry; Geographical (for example country,
region); Market Cap.
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