Jennison Associates

Is Value Investing Dead?

Warren Koontz Jr., CFA — Managing Director, Head of Value Equity

Joseph Esposito, CFA — Managing Director, Value Equity Portfolio Manager

Audio starts

Joe Esposito (00:03):

| am Joe Esposito, large cap value portfolio manager, and I'm Warren Koontz, head of Value Equities and
a large cap value portfolio manager.

Warren Koontz (00:11):

Warren. The growth indexes have significantly outperformed the value indexes since you first hired me
in 2007. Do you think value investing is dead?

Joe Esposito (00:20):

Absolutely not. | think people forget, particularly when you have an intrinsic value approach, it's a very
opportunistic approach. You're buying companies early that potentially have great cashflow and great
earnings, and | think we need to broaden people's perspective of what a value manager does. Value
managers really provide a different set of opportunities that other investors don't provide, and | think
that's what's lost in today's market with such concentration and such focus on a very small subset of
wonderful companies and value managers are looking at all of it.

Warren Koontz (01:03):

One of the things that | think value managers can do that adds a lot of value to client portfolios,
generally speaking, is being able to differentiate between issues that are temporary or permanent,
secular versus cyclical. And if you can take advantage of a company whose earnings or cashflow are
temporarily depressed for reasons that are potentially fixable, that can add a lot of value and you don't
have to go—you don’t have to take a huge position in the beginning.

Joe Esposito (01:33):

Yeah, and again, that's a very good point and it's a great environment for a value manager at this point.
There's quite a bit of volatility, again, short-term volatility that really doesn't impact the intrinsic value
or the worth of a company. So | think value managers in this environment offer a lot, and that means
value managers are looking at ideas earlier. We're looking contrary to the marketplace. And so while we
look at these companies early enough, we do the analysis, we do our scenario analysis, and once we
become attractive, we're buying them such that we can let this wonderful time horizon play out to allow
the compounding effect of a long-term holding, add and enhance the returns to the portfolio.

Warren Koontz (02:25):

Durability from a value manager perspective is directly linked to intrinsic value duration. The way value
managers think about it is focused on both reliability and resilience, reliability of a company's earnings
and cashflow in the near to medium term and resilience of a company's cashflow generation potential in
the out years captured, which gets reflected and captured in a company's terminal value. Warren, one
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of the things I've heard you say many times that you see other value managers selling winners too early,
selling compounders too early. What are your thoughts on that?

Joe Esposito (03:02):

Well, if you think about what a value manager does, it's again, buying early, buying in the saucer of the
bottom, not only of stock price, but of the inflection of cashflow and earnings. And eventually, if we're
successful at doing that, if value managers are successful at that, there is at some point where it
becomes a growth stock.

(03:27):

Warren, what kind of period do you think we're entering into in the markets?

Warren Koontz (03:32):

Well, I'm not trying to call any type of inflection that's a fool's errand trying to time the market, but we
are in a period now where some of these Al stocks, which | think are phenomenal companies and will
continue to be, but they've had such a big run, we're starting to see a little concern about where they
are.

(03:53):

Why do you think today a client should consider investing in a value portfolio?

Joe Esposito (03:59):

That's a great question and one that | get asked quite often. And | think the point that is lost, particularly
when everybody's concentrating on such a small group of stocks, is that there's a lot of other things
going on in the marketplace. And the great thing about the market environment we have right now is
companies that execute, companies that hit and grow their earnings and cashflow are actually
rewarded. Now, are they being rewarded as much as the Big Mag seven? No, but they're being
rewarded handsomely, and | think that's where the value manager right now is adding a lot of value and
can really diversify a portfolio.
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Disclaimer: This video is for informational or educational purposes, and it does not constitute
investment advice and should not be used as the basis for any investment decision. This video does not
purport to provide any legal, tax, or accounting advice. In providing this information, Jennison Associates
LLC (“Jennison’) is not acting as your fiduciary. The information in this video has been obtained from
sources that Jennison believes to be reliable as of the date presented; however, Jennison cannot
guarantee the accuracy of such information, assure its completeness, or warrants such information will
not be changed. The information contained herein is current as of the date of issuance or such earlier
date as referenced herein and is subject to change without notice. Jennison has no obligation to update
any or all such information; nor do we make any express or implied warrantees or representations as to
the completeness or accuracy. Past performance does not guarantee future results. Any projections or
forecasts presented herein are subject to change without notice. Actual data will vary and may not be
reflected here. No liability whatsoever is accepted for any loss whether direct, indirect, or consequential
that may arise from any use of the information contained in or derived from this video. Jennison may
make investment decisions that are inconsistent with the recommendations or views expressed herein.
The opinions and recommendations herein do not take into account individual client circumstances,
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objectives, or needs and are not intended as recommendations of particular securities, financial
instruments or strategies to particular clients or prospects. No determination has been made regarding
the suitability of any securities, financial instruments or strategies for particular clients or prospects.
Distribution of this information to any person other than the person to whom this video has been
originally delivered, and to such person’s advisers, is not permitted. Any reproduction of this video, in
whole or in part, or the disclosure or redistribution of any of its contents, without the prior written
consent of Jennison, is prohibited. This video may contain confidential information and the recipient
thereof agrees to maintain the confidentiality of such information. Jennison Associates is a registered
investment advisor under the U.S. Investment Advisers Act of 1940, as amended, and a Prudential
Financial, Inc. (“PFI”) company. Registration as a registered investment adviser does not imply a certain
level of skill or training. Jennison Associates LLC has not been licensed 4 or registered to provide
investment services in any jurisdiction outside the United States. Additionally, vehicles may not be
registered or available for investment in all jurisdictions. Prudential Financial, Inc. of the United States is
not affiliated in any manner with Prudential plc, incorporated in the United Kingdom or with Prudential
Assurance Company, a subsidiary of M&G plc, incorporated in the United Kingdom. Please visit
https://www.jennison.com/important-disclosures for important information, including information on
non-US jurisdictions. The information contained in this document should not be construed as a
solicitation or offering of investment services by Jennison or a solicitation to sell or a solicitation of an
offer to buy any shares of any securities nor shall any securities be offered or sold to any person in any
jurisdiction where such a solicitation or offering would be unlawful under the applicable laws of such
jurisdiction. This content is intended for Institutional and Professional Investors only. All investments
involve risk, including the possible loss of capital.
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