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Large Cap Value Equity
Focused on companies trading below their intrinsic value
Strategy Overview

Highlights

Firm AUM:

$173.2B

What we believe:

Strategy AUM:

$2.4B



Inception Date:

May 31, 2000

Short-term factors cause stock prices to deviate from their underlying
intrinsic value - which can create opportunities to uncover mispriced
securities



Free cash-flow is the primary driver of a company’s intrinsic value



Over the long-term, stock prices will reflect the underlying intrinsic
value of a company - the value derived from the earnings and cashflow its business generates

Number of Holdings: Typically 60-80
Benchmark:

Russell 1000® Value Index

Available Vehicles:

 Institutional Separate Account
 US Mutual Fund
 Managed Account

Our approach:

Team Members
Portfolio Managers



A deep understanding of a business gives us an informed view of a
company’s intrinsic value and drives our high-conviction



A long-term investment horizon allows us to capitalize on “time
horizon arbitrage” opportunities created by the short-term orientation
of market participants



Utilizing a well-vetted and disciplined risk management process is
critical to adding value and enhancing the probability of achieving
consistent and repeatable results, in our view

Average Experience: 28 years

Warren Koontz, Jr., CFA

Joseph Esposito, CFA

Dedicated Analysts: 11
Average Experience: 20 years

Large Cap Value Equity Composite Performance
4Q19

Full Year
2019

3
Years

5
Years

10
Years

Large Cap Value Equity Composite (Gross)

7.1%

26.7%

10.4%

6.8%

9.8%

8.0%

Large Cap Value Equity Composite (Net)*

6.9

25.9

9.7

6.0

9.3

7.6

Russell 1000® Value Index

7.4

26.5

9.7

8.3

11.8

7.2

Since
Inception

Past performance does not guarantee future results. Source: Jennison/Mellon Analytical Solutions. Inception of Large Cap Value Equity Composite: 5/31/00. *For periods beginning
8/1/14, net of fee performance reflects the deduction of a model fee, is net of transaction costs and is calculated based on the highest tier of the fee schedule in effect for the respective
period (0.75%), which may not reflect the actual historical fees applied to accounts in the Composite. Periods greater than one year are annualized. See disclosures for important
information.
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Sector Allocation
Financials
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6
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Russell 1000® Value Index
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Source: Jennison/Mellon Analytical Solutions. Cash excluded. See disclosures for important information.

Equity Characteristics

Largest Holdings

Representative Russell 1000®
Portfolio
Value Index
Earnings Per Share Growth 2019E
7%
2%

JPMorgan Chase

4.8%

Bank of America

3.1

Earnings Per Share Growth 2020E

10%

5%

Chevron

2.9

P/E 2019E

16x

16x

Walmart

2.5

P/E 2020E

15x

16x

Citigroup

2.5

Wtg. Avg. Market Cap

$188.1 bil.

$123.2 bil.

American Electric Power

2.5

Median Market Cap

$100.7 bil.

$9.7 bil.

Chubb

2.2

Dividend Yield
Number of Holdings
Cash Range

2.4%

2.5%

Comcast

2.2

60-80

764

Walt Disney

2.2

<5%

N/A

Linde

2.2
27.0%

Source: Jennison/Mellon Analytical Solutions. Securities with EPS Growth rates deemed to be outliers
(>75% and <-75%) by Jennison investment professionals were excluded from EPS Growth calculation.
See disclosures for important information.

Source: Jennison. See disclosures for important information.

Largest Absolute Impact (4Q)
Average
Weight
4.6%

Total
Return
19%

Contribution
to Return
85 bps

Bank of America

2.9

21

59

Apple

1.4

32

Citigroup

2.4

16

United Rentals

1.1

34

Top Five
JPMorgan Chase

Average
Weight
1.4%

Total
Return
-14%

Contribution
to Return
-26 bps

Nokia - ADR

0.2

-23

-15

39

Dollar Tree

0.6

-18

-13

38

McDonald’s

1.3

-7

-12

34

Johnson Controls

1.6

-7

-12

Bottom Five
Boeing

Source: FactSet. The holdings identified do not represent all of the securities purchased, sold or recommended by Jennison during the time period shown. A complete list of holdings and how
each contributed to the representatives portfolio’s return is available upon request. See disclosures for important information.
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Overview
The Large Cap Value Equity Composite advanced, but underperformed the Russell 1000 ® Value Index “the Index”. Relative to the Index, the
representative portfolio’s (hereinafter, the “Portfolio”) performance was driven by both security selection and overweight allocations to diversified banks,
along with allocations to both interactive media & services and health care equipment stocks which also contributed. While allocations to health care
services also helped, contributions were partially offset from poor stock selection within the segment. Conversely, the Portfolio’s relative performance was
primarily hurt by poor security selection within semiconductors and general merchandise stores. Overweight positions to integrated oil & gas stocks also
hampered results over the period.

Key Contributors


JPMorgan cleanly beat consensus expectations as revenues rose 8% YoY. The Company stated its strategic growth initiatives continue to focus on
leveraging scale and deepening customer relationships across the businesses, while committing to investment spending and productivity
improvement.



Bank of America reported a solid 3Q19, with core numbers ahead of consensus driven largely by strong investment banking revenues, better
expenses, and better credit that was attributable to recoveries related to non-core loan sales.



Apple’s fundamental strength reflects the proliferation of the iOS platform across the global mobile phone, tablet, and personal device landscape.
Investor sentiment about Apple seems to have become less focused on near-term declines in the flagship iPhone business and more defined by a
growing willingness to discount near-term lackluster top-line results (provided earnings remain insulated and the services/subscription business
continues to grow) in anticipation of a potentially robust product cycle that incorporates 5G wireless standards in 2020.

Key Detractors


Boeing, the world’s largest aerospace firm, has struggled after the grounding of its new 737 MAX planes by the FAA. Boeing appears to be in
regulatory purgatory while awaiting for final re-certification by the FAA that has dragged on for months. Jennison believes the news flow doesn’t
change the technical solution, which they believe is in place to get the 737 MAX re-certified and flying again.



Discount-store Dollar Tree underperformed over the period after missing its quarterly earnings. The Company also revised its guidance, along with
experiencing continued cost pressures into 2020 have hampered the stock price as of late.



McDonald’s shares suffered another defeat over the quarter when its Board of Directors announced in November, the firing of CEO Steve
Easterbrook after determining he violated company policy involving a recent relationship with an employee. The news came only a month after
McDonalds reported softer than expected US comp sales, along with management guiding to increased general & administration (G&A) costs
through fiscal year 2019 versus the prior flat guidance it had provided.

Outlook
We attempt to ignore market participants’ predilection or need to categorize investments into pre-defined paradigms like growth or value or momentum,
and instead focus our efforts on our investment process and our fiduciary duty to clients. Our focus remains on performing in-depth research to
understand a company’s business model and uncover its intrinsic value, which we believe is ultimately derived from free cash-flows. Given the low-yield
and even negative yield environment we currently find ourselves in, we believe a reasonable and prudent response is to continue to focus on cash-flow
durability and dependability – all desirable traits in our view – which we believe leads to higher levels of franchise durability.
While we don’t know which style will outperform over the next few years, we will note that the valuation dispersion between growth and value stocks
hasn’t been this wide since the tech-bubble. In addition, the length of growth’s outperformance over value is approaching 13 years, a new record. So
while value investors’ patience have surely been tested over the years, recent market volatility suggests we may be edging closer to reaching that
inflection point in the cycle.
We continue to face an environment of high macro uncertainty (i.e., earnings growth decelerating; US/China trade wars; Trump impeachment inquiry
ramifications; increasing geopolitical risks, etc.) As a result, market swings will be magnified and styles, sectors, and/or companies can quickly fall in or
out of favor, in our view. Remember, stock prices can fluctuate much more dramatically than the value of their underlying business fundamentals. While
this volatility in and among sectors has become increasingly common, understanding the secular implications of these events and investing rationally for
the long-term in light of their full-effect on a business is key for success, in our view.

The views expressed herein are those of Jennison investment professionals at the time the comments were made. They may not be reflective of their current opinions, are subject to
change without prior notice, and should not be considered investment advice. Forecasts may not be achieved and are not a guarantee or reliable indicator of future results. The securities
discussed in this commentary were selected based on a methodology that may include the following criteria: The securities chosen are top 10 holdings, have a significant impact (positive
or negative) on the representative accounts’ performance, or illustrate the application of the representative accounts’ investment process. A list of all securities held in the representative
account in the prior year is available upon request. See disclosures for important information.
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Disclosure
All data is as of December 31, 2019 unless otherwise noted. Due to rounding, individual values may not sum to total shown.
All non-performance portfolio data provided is based on a representative Jennison Large Cap Value Equity portfolio. Unless otherwise indicated, the Jennison
strategy characteristics relate to that of an investment composite or a representative account managed within a composite. It is intended to provide a general
illustration of the investment strategy and considerations used by Jennison in managing that strategy during normal market conditions. Individual accounts may
differ from the reference data shown due to varying account restrictions, fees and expenses, and since-inception periods, among others.
The Russell 1000® Value Index measures the performance of those Russell 1000 companies with lower price-to-book ratios and lower forecasted growth values.
The financial indices referenced herein are provided for informational purposes only; are unmanaged; include net reinvestment dividends; do not reflect fees or
expenses; and are not available for direct investment.
Certain third party information in this document 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 warrant such information will not be changed. Jennison has no obligation to update
any or all such third party information. Any references to third party trademarks and data are proprietary and confidential and cannot be redistributed without
Jennison’s prior consent.
The Russell 1000® Value Index EPS Growth and P/E are based on I/B/E/S estimates. The Russell 1000® Value Index EPS Growth is calculated using weighted
average interquartile methodology. The Portfolio EPS Growth is calculated using share weighted methodology. The Russell 1000 ® Value Index and Portfolio P/E are
calculated using weighted harmonic mean methodology. Estimates are subject to change without prior notice. The EPS and P/E illustrations are not sponsored by,
endorsed by or prepared by Russell®.
Jennison uses the Global Industry Classification Standard (GICS®) for categorizing companies into sectors and industries. GICS® is used for all portfolio
characteristics involving sector and industry data such as benchmark, active and relative weights and attribution. The Global Industry Classification Standard
(GICS®) is the exclusive intellectual property of MSCI Inc. (MSCI) and Standard & Poor’s Financial Services, LLC (S&P). Neither MSCI, S&P, their affiliates, nor any of
their third party providers (“GICS Parties”) makes any representations or warranties, express or implied, with respect to GICS or the results to be obtained by the use
thereof, and expressly disclaim all warranties, including warranties of accuracy, completeness, merchantability and fitness for a particular purpose. The GICS
Parties shall not have any liability for any direct, indirect, special, punitive, consequential or any other damages (including lost profits) even if notified of such
damages.
There is no assurance that any securities discussed herein will remain in an account’s portfolio or that securities sold have not been repurchased. It should not be
assumed that any of the securities transactions or holdings discussed were or will prove to be profitable. The securities discussed may represent only a small
percentage of an account’s portfolio holdings. Please note that certain securities of foreign issuers may be held as ADRs. Additionally, different classes of securities
from the same issuer may be combined for illustrative purposes.
Performance results fluctuate, and there can be no assurances that objectives will be achieved. Performance results are calculated in US dollars and reflect
reinvestment of dividends and other earnings. Gross of fee performance is presented before custodial and Jennison’s actual advisory fees but after transaction
costs. December 31, 2007 to July 31, 2014, net of fee performance is presented net of Jennison’s actual advisory fees and transaction costs. For periods
beginning August 1, 2014, net of fees performance reflects the deduction of a model fee, is net of transaction costs and is calculated based on the highest tier of
the fee schedule in effect for the respective period, which may not reflect the actual historical fees applied to the accounts in the Composite. Returns are gross of
reclaimable withholding taxes, if any, and net of non-reclaimable withholding taxes. Actual advisory fees charged and actual account minimum size may vary by
account due to various conditions described in Jennison Associates LLC’s Form ADV.
Average Weight is the dollar value (price times the shares held) of the security or group, divided by the total dollar value of the entire portfolio displayed as a
percentage. It is calculated as the simple arithmetic average of daily values. Total Return is the price change of a security or group including dividends accrued over
the report period or the "in-portfolio return" which includes only the time period that each security was in the portfolio. Contribution to Return is the contribution of a
security or group to the overall portfolio return. It is calculated as the security weight multiplied by the daily security return linked daily across the reporting period.

Important Information
This material is only intended for investors which meet qualifications as institutional investors as defined in the applicable jurisdiction where this material is
received. This material is not for use by retail investors and may not be reproduced or distributed without Jennison Associates LLC’s permission.
These materials are for informational or educational purposes only. The information is not intended as investment advice and is not a recommendation about
managing or investing assets. Jennison makes no representations regarding the suitability of any securities, financial instruments or strategies described in these
materials. In providing these materials, Jennison is not acting as your fiduciary. These materials do not purport to provide any legal, tax or accounting advice.
Jennison Associates LLC (‘Jennison’) has not been licensed or registered to provide investment services in any jurisdiction outside the United States. 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 such securities be offered or sold to any person) in any jurisdiction where such solicitation
or offering would be unlawful under the applicable laws of such jurisdiction.
In the United Kingdom, and various European Economic Area jurisdictions, information is issued by PGIM Limited. PGIM Limited registered office: Grand Buildings,
1-3 Strand, Trafalgar Square, London, WC2N 5HR is authorised and regulated by the Financial Conduct Authority of the United Kingdom (registration number
193418) and duly passported in various jurisdictions in the EEA. Jennison Associates LLC & PGIM Limited are wholly owned subsidiaries of PGIM, Inc. the principal
investment management business of Prudential Financial, Inc. (‘PFI’). PFI 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. This information is intended only for persons
who are professional clients or eligible counterparties as defined in Directive 2014/65/EU (MiFID II), investing for their own account, for fund of funds, or
discretionary clients.
©2020
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