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OVERVIEW

The Russell 1000 Value benchmark recorded a total return of approximately +4.4% in the third quarter, while the Value
strategy returned approximately +2.4%. Outperformance in the third quarter was concentrated in the Communication
Services, Utilities, Energy, and Information Technology sectors, which returned approximately +11.8%, +7.7%, +5.4%, and
+5.2%, respectively. This performance was driven by either direct exposure to the Al infrastructure buildout or operational
strength in the Energy market. Conversely, traditional defensive sectors such as Health Care and Consumer Staples
lagged significantly, returning about -2.8% and +3.5%, respectively, due to the market's enthusiasm for riskier assets. The
Materials sector, which underperformed in the third quarter, returned about +3.5% while grappling with a squeeze from
rising input costs and soft global demand.

The Russell 1000 Value benchmark's lagging performance relative to the S&P 500 Index and the Russell 1000 Growth
Index over the past year highlights the persistent divergence between value and growth investing styles in the current
market cycle. This confirms that the majority of market momentum remains concentrated in the largest, fastest-growing
technology companies.

The Energy sector's strong performance was partially driven by resilient demand for oil and gas, record US Liquified
Natural Gas (LNG) exports, and robust downstream (refining and petrochemical) margins, all of which were identified as
leaders in the third quarter. This was true despite softer crude prices. Utilities directly benefited from the Federal Reserve’s
pivot toward easing, as the sector’s high capital expenditures and heavy debt loads benefit from lower interest rates. Also,
the increasing demand stemming from the Al boom serves as a significant growth driver. The underlying reason for the
Materials sector’s underperformance was a margin squeeze, as the sector was constrained by soft global demand and
oversupply. This prevents companies from passing through spiking input costs for steel, natural gas, and copper, for
example.

As always, valuation continues to guide sector positioning. At present, we see compelling opportunities in Health Care and
Consumer Staples, where relative value remains attractive.

From a portfolio standpoint, we added a few new names: Adobe, Gartner, Restoration Hardware, Constellation Brands,
Deckers Outdoor, Accenture, Marvell Technologies, and Waters Corp. We exited positions in Celestica, Micron Technology,
Microchip Technology, Estee Lauder, and Baxter in the quarter.
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