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Global Growth Solid, but Has Likely Peaked
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&7 CPl Inflation Advances Toward 2%
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AB Global Economic Forecast: June 2018

Real Official Long
Growth [%) Inflation (%) Rates (%) Rates (%)
18F 19F 18F 19F 18F 19F  18F  19F
Global az 3.1 2.8 27 29 33 3.3 3.6
TiEn 23 20 1.8 2.0 1.2 1.8 20 2.6
Countries
Emerging 4.8 48 43 3.0 6.2 8.1 59 5.6
Countries
us 2.5 20 2.3 2.3 24 3.4 3.3 3.8
Euro Area 22 21 1.7 1.8 0.0 0.3 0s 15
UK 15 1.5 25 2.0 0.8 1.3 1.8 23
Japan 13 1.4 0.8 1.6 -0.1 0.0 0.1 0.3
China 8.5 8.3 23 23 44 44 35 3.3
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Smaller-Cap Stocks Are Less Expensive than Larger Caps
Relative Valuations (Russell 2000 vs. Russell 1000)™
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Domestic Demand Remains Solid*... ...as Wages Continue to Rise... ...Leading to Increased Consumer
Confidence and Activity
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Dow Jones Biggest Price Moves Were Trade (and Rates/Inflation) Driven
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Tariff Dates and Summaries

@ Jan 22: US slaps tariffs on imported solar panels and washing machines

) Mar 23: US implements tariffs on steel (25%) and aluminum (10%)

@ Apr 2: China implements tariffs on 128 US products

@ May 31: Canada announces retaliatory tariffs on US goods worth C$16.6 billion

©® Jun 15-16: US targets $34 billion of Chinese goods. China announces tariffs on $50 billion of US goods
@ Jun 18: Trump threatens to impose tariffs on $200 billion of additional Chinese goods

@ Jun 22: Trump threatens to impose 20% tariff on all vehicles imported from the EU

[561 52 EEL 7R R 47 2
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Growth Isn't Always About the Economy...
Growth Rates (Percent})
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Compound Annual Growth Estimates
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A Look at Some of Our Trips*

S. America: 2014
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Philippines: 2013, 2016
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(3) FREHEA
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Step One Step Two Step Three

Estimate Returns Estimate Risk Invest Based on Retum/Risk
= spreas

Base Bull = Company ABC

Bear Case  Case

Case $1.84
s1.48 — e Bear Base Bull

y
$1.29 Risk Case Case Case
$1.05 Assessment |
3.9% 6.0% 8.9%

— [~ m

Year 1 Year5 Year5 Year 5 o 2 4 ] 8 10
Expected Retums vs. Cost of Equity

+ Think like long-term private-equity owners + C 1give and For looking + Use expected retums and cost-of-equity
to capitalize on market’s short-term focus risk analysis spread to assess relative attractiveness

+ Develop a range of financial estimates to + Identify material ESG risk factors + Stocks with high spreads and a narrower
account for inevitable forecast emors + Quantify £,5.G and other risk factors into ;raapnpgeealof outcomes have the strongest

+ Apply a conservative exit multiple to the cost of the equity hurdie
determine expected financial retums + Informs thematic exposure
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