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Britain’s vote to exit the European Union has led to significant uncertainty across global markets. We believe market impact
of this uncertainty, though severe, is more of a shorter-term phenomenon which will provide an opportunity for long-term
investors. We think the market’s current extreme reaction is overdone, as ultimately the effect on long-term cash flow
streams for most of the companies we own will not be impacted significantly.
We must accept the fact that periods of long-term macro tranquility are actually quite rare. In 1987 there was a global stock
market crash. In fact, the Hong Kong market was hit so hard that it was closed for days before it regrouped and reopened.
In the early ‘90s there was the first Gulf War, followed by Latin America’s “Tequila Crisis” in 1994. The next couple of years
were fairly quiet, but then came the Asian Crisis in 1997, followed by a full-blown panic in most emerging markets by mid1998. Asia began to slowly recover in 1999, but then in 2000, the tech bubble popped and 2001 brought the terrorist
attacks of 9/11.
Especially since the financial crisis of 2008-2009, investors have been obsessed with macroeconomic themes and distracted
by various worldwide circumstances including deflation in Japan; the state of global banks; financial instability in Greece,
Cyprus and the European Union; and the challenges facing the BRIC economies (Brazil, Russia, India and China). These
investor distractions have resulted in a persistent cloud of fear that has depressed equity market valuations while inflating
valuations in investments deemed as “safe”: cash and other fixed income instruments.
While today’s economic environment is not robust, our opinion is that it is suitable for long-term value creation. We do not
believe today’s Brexit is a fair comparison to 2008’s Lehman moment. The financial system has recapitalized and banks are
in a better position to deal with uncertainty. With low energy prices, low interest rates, near full employment and less
indebtedness, the global consumer is in a stronger position to weather this uncertainty. The global economy has removed
most of its excesses and is doing okay, growing at 3%.
We believe conditions are best for long-term value investors to buy quality companies on the cheap when the markets think
macro conditions are at their worst. We have a consistent approach to the integration of macro events: determine how the
event impacts a specific company’s value over the long-term, if at all, and make adjustments to specific business valuations,
if needed. Recall that we value a business based on the present value of all future cash flows. Because the stock market
reacts mostly to short-term information flows, we seek to exploit market inefficiency.
Keep in mind many companies domiciled in the United Kingdom are multi-national corporations earning income and
generating free cash flow worldwide. For companies that are outwardly focused – many of which are “dollar earners” with
a lot of exposure outside of the United Kingdom and Europe – the depreciation of their home currency may actually prove
to be beneficial, both in terms of competitiveness and the impact on operating income. All else being equal, earnings are
going to be substantially higher if these companies have significant revenues outside the United Kingdom whereas we
believe their costs, in their home currency, will be lower. This recent volatility has provided us with several buying
opportunities in the United Kingdom, and in Europe in general, as well as in Financials and other cyclically exposed sectors
specifically. In all of these areas, there is a common thread: We are discovering companies that we believe are high quality
and managed intelligently, but their stock prices have been hit for reasons unrelated to their intrinsic value.
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As we wade through this uncertain time, we have been moving at a judicious pace in making portfolio changes. One
thing we have learned is that you don’t rush in all at once when things look cheap. It takes a while for these things to get
digested. As such, we like to gradually increase exposure to those companies we own that we think have been unfairly
hit; their share prices have weakened significantly more than the corresponding change in intrinsic value.
Though we cannot control price movement, we can apply the principles of disciplined value investing with the goal of
growing our shareholders’ capital over time.
David G. Herro, CFA
Chief Investment Officer - International Equity, Partner and Portfolio Manager
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Zurich, Schweizergasse 6, 8001 Zürich. In the UK: Approved for use by NGAM UK Limited, authorized and regulated by the Financial Conduct Authority
(register no. 190258). Registered Office: NGAM UK Limited, One Carter Lane, London, EC4V 5ER. In the DIFC: Distributed in and from the DIFCfinancial
district to Professional Clients only by NGAM Middle East, a branch of NGAM UK Limited, which is regulated by the DFSA. Related financial products or
services are only available to persons who have sufficient financial experience and understanding to participate in financial markets within the DIFC, and
qualify as Professional Clients as defined by the DFSA. Registered office: Office 603 - Level 6, Currency House Tower 2, PO Box 118257, DIFC, Dubai,
United Arab Emirates. In Singapore: Provided by NGAM Singapore (name registration no. 53102724D), a division of Natixis Asset Management Asia
Limited (company registration no. 199801044D). Natixis Asset Management Asia Limited is authorized by the Monetary Authority of Singapore and
holds a Capital Markets Services License to provide investment management services in Singapore. Registered address of NGAM Singapore: 10 Collyer
Quay, #14-07/08 Ocean Financial Centre, Singapore 049315. In Taiwan: This material is provided by NGAM Securities Investment Consulting Co., Ltd., a
Securities Investment Consulting Enterprise regulated by the Financial Supervisory Commission of the R.O.C and a business development unit of Natixis
Global Asset Management. Registered address: 16F-1, No. 76, Section 2, Tun Hwa South Road, Taipei, Taiwan, Da-An District, 106 (Ruentex Financial
Building I), R.O.C., license number 2012 FSCSICE No. 039, Tel. +886 2 2784 5777. In Japan: Provided by Natixis Asset Management Japan Co.,
Registration No.: Director-General of the Kanto Local Financial Bureau (kinsho) No. 425. Content of Business: The Company conducts discretionary asset
management business and investment advisory and agency business as a Financial Instruments Business Operator. Registered address: 2-2-3
Uchisaiwaicho, Chiyoda-ku, Tokyo. In Hong Kong: This document is issued by NGAM Hong Kong Limited and is provided solely for general information
only and does not constitute a solicitation to buy or an offer to sell any financial products or services. Certain information included in this material is
based on information obtained from other sources considered reliable. However, NGAM Hong Kong Limited does not guarantee the accuracy of such
information. Please note that the content of the above website has not been reviewed or approved by the HK SFC. It may contain information about funds
that are not authorized by the SFC. In Australia: This document is issued by NGAM Australia Pty Limited (NGAM Aust) (ABN 60 088 786 289) (AFSL No.
246830) and is intended for the general information of financial advisers and wholesale clients only and does not constitute any offer or solicitation to
buy or sell securities and no investment advice or recommendation. Investment involves risks. This document may not be reproduced, distributed or
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the Comisión Nacional Bancaria y de Valores or any other Mexican authority. This material should not be considered an offer of securities or investment
advice or any regulated financial activity. Any products, services or investments referred to herein are rendered exclusively outside of Mexico. In
Uruguay: This material is provided by NGAM Uruguay S.A., a duly registered investment advisor, authorised and supervised by the Central Bank of
Uruguay. Registered office: WTC– Luis Alberto de Herrera 1248, Torre 3, Piso 4, Oficina 474, Montevideo, Uruguay, CP 11300. In Colombia: This
material is provided by NGAM S.A. Oficina de Representación (Colombia) to professional clients for informational purposes only as permitted under
Decree 2555 of 2010. Any products, services or investments referred to herein are rendered exclusively outside of Colombia. • Each above referenced
entity is a business development unit of Natixis Global Asset Management, S.A., the holding company of a diverse line-up of specialized investment
management and distribution entities worldwide. The investment management subsidiaries of Natixis Global Asset Management conduct any regulated
activities only in and from the jurisdictions in which they are licensed or authorized. Their services and the products they manage are not available to all
investors in all jurisdictions. • In Canada: Furnished by NGAM Distribution, L.P. ("NGAM Distribution"), with its principal office located in Boston, MA, is
not registered in Canada and any dealings with prospective clients or clients in Canada is in reliance upon an exemption from the dealer registration
requirement in National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations. There may be difficulty
enforcing legal rights against NGAM Distribution because it is resident outside of Canada and all or substantially all of its assets may be situated outside
of Canada. The agent for service of process in Alberta is Borden Ladner Gervais LLP (Jonathan Doll), located at Centennial Place, East Tower, 1900, 520 3rd Avenue SW, Calgary, Alberta T2P 0R3. The agent for service of process in British Columbia is Borden Ladner Gervais LLP (Jason Brooks), located at
1200 Waterfront Centre, 200 Burrard Street, P.O. Box 48600, Vancouver, BCV7X 1T2. The agent for service of process in Ontario is Borden Ladner
Gervais LLP (John E. Hall), located at Scotia Plaza, 40 King St. W, Toronto, ON M5H 3Y4. The agent for service of process in Quebec is Borden Ladner
Gervais LLP (Christian Faribault), located at 1000 de La Gauchetiere St. W, Suite 900, Montreal, QCH3B 5H4. This is not and should not be considered as
an offering of securities or services to any person residing in Canada. Nothing contained herein shall constitute an offer or solicitation to any person
residing in Canada. Subject to the restrictions of applicable Canadian securities laws. In the United States: Furnished by NGAM Distribution L.P., 399
Boylston St., Boston, MA 02116. Natixis Global Asset Management consists of Natixis Global Asset Management, S.A., NGAM Distribution, L.P., NGAM
Advisors, L.P., NGAM S.A., and NGAM S.A.’s business development units across the globe, each of which is an affiliate of Natixis Global Asset
Management, S.A. The affiliated investment managers and distribution companies are each an affiliate of Natixis Global Asset Management, S.A. In the
United States and Canada: This document may contain references to third party copyrights, indexes, and trademarks, each of which is the property of its
respective owner. Such owner is not affiliated with Natixis Global Asset Management or any of its related or affiliated companies (collectively “NGAM”)
and does not sponsor, endorse or participate in the provision of any NGAM services, funds or other financial products. The index information contained
herein is derived from third parties and is provided on an “as is” basis. The user of this information assumes the entire risk of use of this information. Each
of the third party entities involved in compiling, computing or creating index information, disclaims all warranties (including, without limitation, any
warranties of originality, accuracy, completeness, timeliness, non infringement, merchantability and fitness for a particular purpose) with respect to such
information.
This material should not be considered a solicitation to buy or an offer to sell any product or service to any person in any jurisdiction where such activity
would be unlawful. Investors should consider the investment objectives, risks and expenses of any investment carefully before investing.
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