Emerging Market Dividend Investing

— April 2021

Coming off the back of a notable long period
of very low interest rates globally, this report
examines the past evolution of this style of
investing (emerging market dividend
investing), and examines whether there is a
renewed opportunity and demand to
allocate to emerging markets equity high
yielding strategies.

At Fiera Capital, our highly experienced emerging markets
equity Portfolio Managers established the Fiera Capital
Emerging Markets Income and Growth Strategy (Strategy)
over 11 years ago, as a sub set of traditional active
management focused on global emerging market equities. In
the first quarter of 2021, the Strategy has appreciated by
+7.6% versus a +6.5% increase for the MSCI Emerging
Markets Index. This brings the outperformance over the last
12 months to +5.2% (all data in gross euros). The approach to
dividend investing in emerging markets employed by the
Strategy is not simply to buy a basket of the highest yielding
stocks, but to find stocks not only yielding above average
dividends, but for those dividends to rise over time. This
requirement for compounding dividends leads us to higher
quality companies with growth which is attractive and
predictable.

A more detailed look at performance, can be seen from the
following 20-year charts. There have been strong periods of
outperformance of this style, almost entirely negated by the
events of the last 12 months. The COVID-19 pandemic saw
hypergrowth digital assets, nearly all of which pay zero or
minimal dividends, vastly outperform as investors sought
safety in online businesses perceived to benefit from
lockdowns and the work from home trend. At the other end
of the scale many more traditional businesses, with

operations grounded in the offline world, saw severe
disruption which temporarily disrupted their earnings power.

Long Term Style Rotation
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The Strategy paid dividends over the last 12 months which
were down just 9% in GBP terms, reflecting a flat dividend
profile in local emerging currency terms. Such an outcome
reflects well on the resilience of the portfolio companies
and their dividend paying capabilities meaning that in
many cases, the dramatic share price falls this time last
year were overdone relative to the long term earnings
power and dividend potential of the underlying operations.

Looking at the key valuation metrics below between the
MSCI Emerging Market High Yield Index and the MSCI
Emerging Markets Index, it becomes very clear that a
severe valuation discrepancy has emerged.

Index Valuation Dislocation

MSCI Emerging] MSCI Emerging]
Market High Yield| Markets Index

PE 2021 9.1 15.3
ROE 2021 11.7% 11.2%
ND/EBITDA 0.1x 1.3x
2022/2020 Earnings expansion 45% 52%
Dividend Yield 2021 5.3% 2.4%

Source: Fiera Capital, MSCI, as at 31 Mar 2021

Whilst the Strategy is orientated much more towards
growing rather than absolute dividend yields than the High
Yield Index, the valuation discrepancy still remains
substantial with a higher dividend yield, stronger forecast
earnings growth and return on equity, and still a valuation
discount on a P/E basis.
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Strategy Portfolio Characteristics

_ Emerging Markets Income | MSCI Emerging
and Growth Strategy Market Index

Forecast 3 year EPS (%) 15.3 11.4
Forecast 3 year DPS (%) 14.7 4.0
2020 DividendYield (%) 3.4 2.2
NetDebt/EBITDA* 0.2% 0.2x
Earnings Revision (%)** -18 -29
PE*FE 15.2% 16.1x
ROE (%)*** 20.1 11.8

Emerging Markets Income and Growth Strategy. All figures based on
current weighted averages. * Excluding Financials, ** Previous 12
months, *** Next 12 months. Source: Fiera Capital, MSCI as at 31 Mar
2021. Past performance is not a guarantee of future results. Inherent in
any investment is the potential for loss.

This leads us to then examine where relative performance
has been lost in recent times. Below are the number of basis
points lost on an annualised basis through not owning the
main index constituents in the Chinese internet sector, none
of which meet our yield requirements. The MSCI Emerging
Markets Growth Index, dominated by these Chinese
internet and tech companies, outperformed the MSCI High
Dividend Yield Index by 36% in 2020, the widest dispersion
since inception of the indices. After a dizzying upward
revaluation of the highest growth segment of the market
through 2020 we are seeing some signs of caution (or just a
reminder that valuation does matter?) evidenced by the 30%
correction amongst some of these stocks.

Underperformance of Higher Dividend Yielding Stocks
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Tencent/ Alibaba -109 bps -75 bps -95 bps
Tencent/Alibaba/Meituan/
JD/ Pinduoduo/Baidu/Nio

-433 bps -153 bps -126 bps

Source: Fiera Capital, data above shows active relative return as at 26
Feb 2021
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Whilst as highlighted above, there has been a recent substantial underperformance of higher dividend yielding stocks, within this
universe the Strategy performance has been very strong and bodes well if the extreme style dispersion witnessed in 2020 begins
to mean revert.

The Strategy has Consistently Outperformed the MSCI Emerging Markets High Dividend Yield Index

Emerging Markets Income MSCI EM High Dividend Strategy Outperformance vs.

and Growth Strategy Yield Index MSCI EM High Dividend Yield
1 Year 52.7% 30.5% +22.2%
3 Years 7.1% 3.2% +3.9%
5 Years 10.1% 7.5% +2.6%
7 Years 8.1% 5.3% +2.8%
10 Years 7.9% 3.5% +4.4%

Source: Fiera Capital, Morningstar Direct, MSCI. All data displayed above is in euros for the period to 31 Mar 2021. Past performance is not a guarantee of
future results. Inherent in any investment is the potential for loss.

In the current unchartered global environment with politicians making huge decisions with very little historical perspective to fall
back on, it is difficult to confidently predict the style winners over the near term. Inflation remains the biggest area of macro debate
with the short-term economic dislocation effect versus the long-term impact of huge amounts of monetary and fiscal stimulus
forming the two sides of the argument. The risks to equity performance are obviously much greater for long duration assets in a
rising yield environment (with many now trading at record valuation premium to the broader universe) but have to be weighed
against not having exposure to probably the highest growth regions of the world over the next few years. We believe that
dividend investing style offers a way to balance these risks whilst maintaining exposure to the growth aspects of the asset class.

lan Simmons

Lead Portfolio Manager, Emerging Markets
Fiera Capital
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DISCLAIMER

This material is for the use of intended recipients only and neither the whole nor any part of this material may be duplicated in any form or by any
means. Neither should any of this material be redistributed or disclosed to anyone without the prior consent of Fiera Capital (UK) Limited or Fiera
Capital (Germany) GmbH (together “Fiera Capital”). This document has been issued by Fiera Capital for information purposes only and is not to be
construed as a solicitation or an offer to purchase or sell any security or other financial instrument. Where Fiera Capital provides information in the
document, it is provided exclusively for information purposes. The information does not constitute any form of recommendation related to the
personal circumstances of investors or otherwise, nor does it constitute any specific or general recommendation to buy, hold, or sell financial
instruments and does not thus create any relationship between Fiera Capital and any investor. The document may not include all the up-to-date
information required to make investment decisions. Other more accurate and relevant sources of information may exist. Investors should thus
diligently inform themselves about the chances and risks of the investments prior to taking investment decisions. In addition to the financial aspects,
this should include, in particular, the legal and tax aspects of the investments. It is strongly recommended that any potential investor should contact
a financial adviser and, where required, a lawyer or tax adviser. The purchase of financial instruments constitutes a high-risk investment and
investors may lose a substantial portion or even all of the money they invest. The value of any investments and any income generated may go down
as well as up and is not guaranteed. Investors should note that past performance should not be seen as an indication of future performance.
Although the material in this document is based on information that Fiera Capital considers reliable, Fiera Capital does not make any warranty or
representation (express or implied) in relation to the accuracy, completeness or reliability of the information contained herein. Any opinions
expressed herein reflect a judgment at the date of publication and are subject to change. Fiera Capital accepts no liability whatsoever for any direct,
indirect or consequential loss or damage of any kind arising out of the use of all or any of this material. Neither Fiera Capital nor any third-party
content provider shall be liable for any errors, inaccuracy, delay or updating of the published content of the provided document. Fiera Capital
expressly disclaims all warranties as to the accuracy of the content provided, or as to the use of the information for any purpose, as far as legally
possible. This document may include statements that are, or may be deemed to be, “forward-looking statements”. These forward-looking

statements can be identified by the use of forward-looking terminology, including the terms “believes”, “estimates”, “anticipates”, “expects”,

“intends”, “may”, “will” or “should” or, in each case, their negative or other variations or comparable terminology. These forward-looking
statements include all matters that are not historical facts. They may appear in a number of places throughout this document and include
statements regarding the intentions, beliefs or current expectations of Fiera concerning, amongst other things, the investment objectives and
investment policy, financing strategies, investment performance, results of operations, financial condition, prospects, and dividend policy of the
Company and the markets in which it, and its portfolio of investments, invest and/or operate. By their nature, forward-looking statements involve
risks and uncertainties because they relate to events and depend on circumstances that may or may not occur in the future. Forward-looking
statements are not guarantees of future performance. The Company’s actual investment performance, results of operations, financial condition,
dividend policy and the development of its financing strategies may differ materially from the impression created by the forward-looking statements
contained in this document.

United Kingdom: This document is issued by Fiera Capital (UK) Limited which is authorised and regulated by the Financial Conduct Authority.

Fiera Capital (UK) Limited Tel: + 44 (0)20 7518 2100
Queensberry House, 3 Old Burlington Street, Fax: + 44 (0)20 7518 2200
London W1S 3AE, UK Website: www.fiera.com

European Economic Area (EEA): When carrying out investment advice (Anlageberatung) and investment brokering (Anlagevermittlung) activities in
accordance with Sec. 1 para. 1a sentence 2 no. 1 and 1a of the German Banking Act in relation to financial instruments, Fiera Capital (Germany)
GmbH (“Fiera Germany”) exclusively acts for the account and under the liability cover (Haftungsdach) of NFS Netfonds Financial Service GmbH
(NFS), Heidenkampsweg 73, 20097 Hamburg, Germany.

Fiera Capital (Germany) GmbH Tel: +49 69 9202 075-0
Walther-von-Cronberg-Platz 13, 60594 Frankfurt, Germany.



