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QUARTERLY MANAGER COMMENTARY

U.S. Large Value Strategy

MARKET ENVIRONMENT

U.S. equities finished lower during the quarter de-
spite 6 of 11 GICS sectors posting positive returns. In-
formation technology and financials detracted the
most from market returns while energy and industri-
als contributed.

PORTFOLIO PERFORMANCE

The portfolio’s return was -2.35% (net) for the report-
ing period. This compares to the Russell 1000 Value
Index that returned 2.10% for the same period.

Top contributors:

e ConocoPhillips was a confributor during the
quarter. The U.S.-headquartered oil and gas
company's stock price rose as it benefitted from
a favorable macroeconomic backdrop and re-
sults consistent with our expectations. Rising en-
ergy prices due to geopolitical conflict were the
most significant driver of the stock performance.
We continue to believe Conoco has some of
the industry’s highest quality assets managed by
a team of strong operators and capital alloca-
tors.

e Targa Resources was a confributor during the
quarter. The U.S.-headquartered midstream
company'’s stock price rose as it benefited from
geopolitical tensions and posted strong fourth-
quarter 2025 results. Targa’s earnings before in-
terest, tax, depreciation, and amortization
(EBITDA) grew by 20% compared to 4% year-
over-year growth in total Permian oil produc-
fion. This outperformance was driven by a con-
fluence of factors, including: oil production on
the company’s acreage outpacing overall Per-
mian growth, superior gas production, and
Targa winning a solid share of new confracts.
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Performance highlights

Contributors
e ConocoPhillips

e Targa Resources
e Phillips 66
Detractors
e Salesforce
e Capital One Financial
e IQVIA Holdings

We appreciate management’s guidance to-
wards another year of double-digit volume
growth and increased EBITDA, which can help
the stock sustain strong performance over the
long term.

e Phillips 66 was a confributor during the quarter.
The U.S.-headquartered downstream energy
company’s stock price rose as it benefited from
higher crack spreads (the difference in price
between crude oil and refined petroleum),
heightened geopolitical risk and solid fourth-
quarter 2025 earnings. Fundamental results
have been encouraging, and we believe PSX is
set to be a major beneficiary of rising crack
spreads. We continue to see PSX as a durably
advantaged energy company focused on re-
turning cash flow to shareholders.

Top detractors:

o Salesforce was a detractor during the quarter.
The U.S.-headquartered software company’s
stock price declined as it contended with mar-
ket fears over Al disruption. Quarterly results
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have remained strong and margins continue to
improve. Management emphasized they ex-
pect subscription revenue growth to accelerate
in the second half of 2026 as Agentforce be-
comes a more meaningful part of the business.
We applaud management’s commitment to
share repurchase at recent market prices, in-
cluding their recently announced $50 billion
buyback authorization and $25 bilion acceler-
ated share repurchase plan. We believe these
capital allocation actions position Salesforce to
emerge stronger from today’s Al-related stock
price drawdown.

Capital One Financial was a detractor during
the quarter. The U.S.-headquartered consumer
finance company’s stock weakness was par-
tially driven by President Trump’s call for a 10%
cap on credit card interest rates and partially
driven by its earnings report. Capital One re-
ported solid revenue but higher-than-expected
marketing expenses. While some of this is ex-
pected with seasonality, we are tfracking growth
in spending and returns on those investments
carefully in the coming quarters. Regarding the
10% cap, we view this as highly unlikely and note
that this would require a law to be passed by
Congress. We continue to view Capital One as
a disciplined, tech-forward and well-capitalized
company with a long runway for future growth.

IQVIA Holdings was a detractor during the quar-
ter. The U.S.-headquartered provider of clinical
research services, analytics, and solufions saw
the price of its stock decline on Al-related fears
despite reporting an in-line fourth quarter and
2026 outlook. Management believes the de-
mand environment has stabilized and leading
growth indicators, such as bookings and win
rates, are encouraging. They expect IQVIA fo
be a net beneficiary of Al due to proprietary
data, domain expertise, and regulatory and
compliance barriers, among other factors. We
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continue to view IQVIA as a stable, long-cycle
business that will benefit from a recovery in cli-
ent spending in the coming quarters.

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

Accenture is a global leader in consulting and
outsourced [T services. The company benefits
from unmatched scale, being nearly three
times as large as the next three public IT services
companies combined. We think it is well-posi-
tioned for future growth as it is deeply embed-
ded in large enterprises’ workflows, with its top
300 clients spending over $100 million annually.
Furthermore, we believe it is poised to capitalize
on the ongoing enterprise cloud fransition and
the secular growth in enterprise technology
spending. Despite these strong fundamentals,
the stock is trading at its lowest P/E multiple
since 2015 due to what we view as misguided
Al disruption fears, creating the opportunity to
purchase shares at a sizable discount to our es-
timate of intrinsic value.

Adobe is a leading cloud software vendor. Its
industry-standard creative tools are deeply em-
bedded in professional workflows, and its lead-
ing marketing software suite enables enterprises
to deliver personalized consumer experiences
across mulfiple channels. Adobe’s earnings
multiple has compressed over the last two
years, largely driven by investor concerns over
potential Al headwinds. We believe Adobe’s Al
strategy is sound: it is partnering with leading Al
models to complement its own in-house models
and enhance the value of its creative software,
and it is embedding agentic Al tools across its
product portfolio to help improve user produc-
tivity. We believe that the company retains du-
rable competitive advantages across multiple
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growing markets, and that recent skepfticism
has created an opportunity to invest in this
highly profitable and well-managed category
leader at a meaningful discount to our estimate
of infrinsic value.

Marsh & Mclennan is the world’s largest insur-
ance broker and risk management firm. In our
view, it is well-positioned as a leader in what we
think is an oligopolistic market, benefiting from
stfrong organic revenue growth and a long
frack record of consistent margin expansion.
We think this strong performance is poised to be
supplemented by management’s unifying re-
branding efforts, which center on rolling out an
expense program, leveraging Al to improve
productivity, and centralizing its technology
and operations to drive efficiencies and pro-
duce significant savings over time. Despite solid
historical performance, dominant positioning,
and continued operational improvements, the
stock has fallen out of favor due to softening in-
surance rates and macroeconomic uncer-
tainty, creating an opportunity to invest in anin-
dustry-leading company at an attractive price.

Netflix is the leading streaming entertainment
service with >325 million subscribers and $45 bil-
lion of revenue. This scale creates a valuable
moat, in our view. Nefflix buys more content
than its competitors in aggregate but pays less
per subscriber, creafing a valuable customer
proposition as the business grows. Still, the stock
declined significantly over the past several
months as market parficipants focused on slow-
ing engagement and the company's ap-
proach to buy Warner Bros, creating an atfrac-
five buying opportunity in our view. We are con-
fident that Netflix's engagement remains strong
and believed that the shares looked atftractive
with or without the acquisition. We find the busi-
ness attractive as it is trading for its lowest
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relative valuation since 2022, a period that pro-
duced strong subsequent returns.

Raymond James is a diversified financial ser-
vices firm focused primarily on providing wealth
management services to financial advisors and
their clients. Over time, the firm has been stead-
ily gaining market share within the large, frag-
mented, and growing wealth management in-
dustry. This has contributed to strong fundamen-
tal performance, with earnings per share grow-
ing at a mid-teens rate over the last decade.
We believe Raymond James is well-positioned
to continue attracting financial advisors to their
platform due to their differentiated culture,
leading technology, and flexible aoffiliation
models. Business quality is also underappreci-
atedin our view, as low advisor churn and a shift
toward fee-based revenue make growth more
predictable over time. We were able to initiate
a position at a low-teens P/E multiple, which
represented a discount to our estimate of intrin-
sic value.

Roper Technologies is a diversified holdings
company that operates a portfolio of market-
leading businesses focused on vertical soft-
ware, managed services, and fechnology-ena-
bled products for niche markets. In our view,
Roper’s vertical software business benefits from
a deep moat, strong margins, and a high gross
retention rate. Beyond this, we think the com-
pany is well-positioned to see organic growth
accelerate broadly, and the businessis led by a
sfrong management team of shrewd capital al-
locators. Despite an attractive outlook, the
stock has sold off due to misplaced Al fears, al-
lowing us fo initiate a position in a capital-light,
cash-generative business at a discounted valu-
ation.

Synchrony Financial is the largest private-label
credit card issuer in the United States. We be-
lieve private label credit card programs help
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retailers improve customer loyalty, while offer-
ing end consumers good value in the form of
aftractive rewards. In our view, Synchrony’s
leading market position is driven by a competi-
tive advantage built on irreplaceable proprie-
tary customer data, which has allowed the
company to both consistently win new retail
partners and generate attractive returns on eg-
uity. In addition to strong underlying fundamen-
tals, we are also encouraged by manage-
ment's historical track record on capital alloco-
fion, which has resulted in the company repur-
chasing nearly 60% of shares outstanding over
the past decade. We believe the market un-
derappreciates the company’s earnings power
and were pleased to purchase shares at a dis-
count to our estimate of intrinsic value.

e Sysco Corporationis one of the largest food ser-
vice distribution companies globally. Food ser-
vice distribution is a stable industry that has his-
torically grown faster than food spending. The
continued secular shift to food away from
home combined with scale advantages has
enabled Sysco to take market share over time.
Sysco is achieving positive results in the early
turnaround phase of its domestic independent
restaurant segment while the rest of the business
continues to perform well. The recently an-
nounced acquisition of Restaurant Depot
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surprised investors and provided us an oppor-
tunity fo purchase shares at an attractive price.
In our view, Sysco remains a high-quality com-
pany with a credible management team, so we
were happy to purchase shares at a discount to
peers and the company’s own historical tfrading
multiple.

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

e APA

e Baxter

e Celanese
e Deere
OUTLOOK

We actively rebalanced during the quarter, taking
advantage of unusually wide dispersion in stock per-
formance across the market. We trimmed in areas
that rerated higher and redeployed into businesses
that we believe are significantly undervalued, par-
ticularly in sofftware and financials. The valuation
gap between high and low multiple stocks remains
unusually wide today, and we are positioned for
that spread to narrow. We believe the low valua-
tion, strong growth characteristics, and ample diver-
sification of our portfolio today bode well for the fu-
ture.
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AVERAGE ANNUALIZED TOTAL RETURNS (%)

Since
QTD YTD lyr 3yrs Syrs 10 yrs inception
U.S. Large Value Strategy Gross of Fees -2.16 -2.16 11.22 17.10 12.20 14.50 13.56
U.S. Large Value Strategy Net of Fees -2.35 -2.35 10.40 16.24 11.40 13.69 12.48
Russell 1000 Value Index 210 210 15.87 14.31 9.43 10.58 9.99
S&P 500 Index -4.33 -4.33 17.80 18.32 12.06 14.16 10.58

Returns for periods less than one year are not annualized. Composite inception: 08/31/1991

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 portfalio.
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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 fends 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 will have a greaterimpact
on ifs net asset value and voldtility than it would if the
strategy invested in a larger number of securities.
Value stocks may fall out of favor with investors and
underperform growth stocks during given periods.

This material is not infended to be a recommenda-
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 ca-
pacity. The information provided does not take into
account the specific objectives or circumstances of
any particular investor or suggest any specific course
of action. Investment decisions should be made
based on aninvestor’s objectives and circumstances
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 securities, fransactions, or holdings discussed
herein were or will prove to be profitable.

Glossary

The Russell 1000® Value Index measures the perfor-
mance of the large-cap value segment of the U.S.
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equity universe. It includes those Russell 1000® com-
panies with lower price-to-book ratios and lower ex-
pected growth values. This index is unmanaged and
investors cannot invest directly in this index.

The S&P 500 Index is a float-adjusted, capitalization-
weighted index of 500 U.S. large-capitalization
stocks representing all major industries. It is a widely
recognized index of broad, U.S. equity market per-
formance. Returns reflect the reinvestment of divi-
dends. This index is unmanaged and investors can-
not invest directly in this index.

©2026 Harris Associates L.P. All rights reserved.
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