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ITD
2022 2021 2020* .
Annualized

LAM - GIVES (Net) -16.2% +18.6% +37.9% +13.0%

MSCI World (Total Return) -18.1% +21.8% +26.3% +9.3%

MSCI World Value (Total Return) -6.5% +21.9% +21.0% +13.3%
MSCI Sustainable Impact (Total Return) -11.6% -1.2% +46.3% +10.0%

*Partial year, inception date of 5/31/20

Our value impact strategy outperformed the MSCI World index by 190 bps in 2022. Since GIVES’
inception in 2020, we have generated a 13.0% annualized return, with 370 bps of outperformance,
against the MSCI World Index. We have achieved this result while climbing a wall of worry that has
included: COVID in 2020, an economic reopening in 2021, and then inflation, rising interest rates,
the war in Ukraine, and a weakened European economy in 2022.

As we will highlight in this letter, it’s not easy to find impact businesses at cheap prices, but they do
exist. Climate change can only be solved by a wide range of constituents working hard to reduce
emissions. A select handful of these companies that play a major role in avoiding emissions are still
trading at attractive valuations, are good quality businesses, and are analyzable. While we also
address other impact themes in our portfolio, climate-related businesses make up most of our
portfolio. For GIVES, as with Lyrical’s other strategies, valuation is the bedrock of the strategy. As
expensive, popular stocks, including many that were promoted for their ESG marks, faltered in
2022, we avoided these names given our valuation criteria.

Looking forward, we have high expectations for both financial and environmental returns. From a
valuation perspective, we continue to believe we are one of the only, if not the only, true value-
focused impact funds. The portfolio is trading at 10.3x 12-month forward earnings, which is as
cheap as it’s been since inception. From an earnings perspective, the portfolio shows superior
fundamentals with better historical earnings growth and more resilient earnings during past
economic downturns. From an environmental perspective, we see our companies helping avoid
13.2 million tCoZ2e through 2025, reducing water consumption by more than 10 billion liters, and
aiding in the installation of nearly 1.2 gigawatts of solar capacity.

Looking Back

As a value impact fund, we had both tailwinds and headwinds that affected performance in 2022.
On the positive side, exposure to lower P/E stocks helped in 2022, as value (both through our lens
of the cheapest quintile and the value indices) outperformed. On the negative side, lack of exposure
to oil & gas and other commodities hurt, as these sectors posted strong results for the year. We
estimate that our zero-exposure to energy and other non-energy commodities alone had a negative
2.1 percentage points impact on our performance, relative to the MSCI World Index.
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Screening For Impact Isn’t Easy

One of the reasons we believe we are the only true deep value-focused impact fund is because it’s
hard to do. To understand why, consider our process. As true value investors, our investment
approach begins by hunting for stocks in the cheapest quintile of the market. Of our 2,500 stock
universe, we typically remove 2,000 stocks based on valuation and focus on the cheapest 500.
While this part of the market is fertile, having outperformed the MSCI World by 600 bps,
annualized, since 1975, it’s littered with weak business models. As a result, we apply a Quality bar
(focused on ROIC) and an Analyzability bar (focused on businesses we can understand and model).
Our process is research-intensive and allows us to concentrate on approximately 70-80 stocks as
potential investments.

How many of these candidates are impactful? That question leads to an entirely new round of
bottom-up research since impact cannot be easily screened for. To illustrate why, let’s look at some
of the common ways one might think about screening for value:

e Industry Selection - According to the Global Industry Classification Standard (GICS), there
are 158 sub-industries. Of these, there are only two clearly obvious categories to look for
impact: Renewable Electricity and Environmental Services. And, in those sub-industries,
there are just 22 stocks, which trade at an average of 28x next 12-month forward EPS.

o ESG Scores - Put simply, ESG scores are inconsistent and, in our view, less helpful in
identifying impactful businesses. Take the scores from Refinitiv—a major ESG-rating
provider— for example. We sorted our 2,500 stock universe by Refinitiv ESG score, from
best to worst: #1 is a bank in France, #6 is a tobacco company in the UK, and #14 is one of
the largest oil and gas producers in the world.

e Other Sustainability Metrics - Refinitiv also provides a “Renewable/Clean Energy Products
Score,” but that’s not any more helpful. Two of the top five companies are commercial
printing companies. And 9 of the top 17 are in the oil and gas servicing business, none of
which are clearly or predominantly tied to renewable energy.

If it’s not easy to screen for impact, what do you do? Our belief is that this work needs to be done
bottom-up, at the company level. This is especially true for impact measurement, which is less
standardized and therefore more complex than traditional financial performance measurement. To
identify and measure impact, our work usually involves multiple conversations with company
executives and industry experts, as well as exhaustive proprietary research on industry and
company data. The result is that from our global universe, we can typically identify about 1% that
qualify using our framework of Value, Quality, and Analyzability + Impact (VQA+I).

This process might sound arduous, because it is. The result, however, is something of which we are
proud. In addition to the societal return for which we are investing, we also expect these companies
will deliver strong financial returns for our investors.

Emission Reducers Come in Many Forms

Most of the value impact opportunities that we currently find are tied to tackling climate change
and reducing emissions. As the world transitions to cleaner energy, it is going to take a massive
worldwide investment that will benefit a wide range of industries. And, through our process, we're
able to uncover several stocks that still trade at deep value prices.
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To get a better understanding of why these opportunities exist, let’s look at where emissions are
generated and what will be needed to reduce them. There is no simple strategy for reducing carbon
emissions. As you can see in the chart below, about half of U.S. emissions come from two main
sources: transporation and electric power generation. The rest of emissions come from disparate
areas, including industrial (itself widely diversified), commercial, and residential activities.
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Source: https://www.epa/gov/ghgemissions/sources-greenhouse-gas-emissions

Even for the two main emission sources of transportation and electricity generation, the solution is
not one-layer deep. For transporation, as electric vehicles replace internal combustion engines, we
will need a smarter and more effective electricity grid to support those vehicles. For electric power
generation, as we replace fossil fuel sources of energy with renewables, like solar and wind, it will
require new and modernized transmission lines to carry (and store) these new power sources. And
to reduce the rest of emissions, the prescription is less clear, as the effort needs to be more diverse
and sector specific. For example, industrial products can be produced using scrap aluminum as
opposed to smelting new aluminum. Industrial machinery can be transitioned to being fueled by
renewables, from coal. Or buildings and factories can upgrade to more efficient industrial
technology.

We find those second-layer companies, many of which operate outside the spotlight of climate
change, that may not be the obvious candidates, but play a critical role. And, for now, they trade at
attractive valuations. There is no efficient way to screen for these busineesses - they’re not in the
same industries, and they don’t report conforming data on avoided emissions. We find these
opportunities the old fashioned way by combing through our universe one-by-one, conducting deep
fundamental research, and then engaging with the company to help refine our measurement
analysis.

Below are 12 of the companies in our GIVES portfolio that contribute to lowering emissions. The
types of businesses and services these companes provide vary widely, from installing electric
vehicle charging stations, to selling solar trackers, to distributing electrical products for renewable
energy projects.
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o Ardagh and Crown are two of the three largest aluminum beverage can manufacturers in
the world, producing the most carbon-efficient form of beverage packaging

e Ashtead and United Rentals are the top two largest rental equipment companies in the
world, which promote a sharing economy for industrial equipment

e CNH Industrial is the #2 leader in precision agriculture technology, which helps farmers
plant with fewer acres, less pesticides and less fuel, and generate more yield

e eBay is a circular ecommerce leader that sells non-new and refurbished items on its
platform, avoiding carbon emissions from the production of new products

o Flex’s Nextracker division is the largest provider of solar trackers, which increase energy
output per panel by 15-30%

e Hitachi is the world’s largest maker of smart grid technology

o Kyudenko is an electrical engineering firm in Japan that installs solar facilities and deploys
energy efficient technologies in commercial and residential buildings

o Rexel and Wesco distribute energy efficient and sustainable electrical products

e Spie is a major installer of EV charging stations across Europe

Looking Forward

The coming energy transition provides secular growth opportunities to our companies, and yet
they currently trade for cheap prices. As you can see below, our GIVES portfolio trades at 10.3x 12-
month forward EPS, a significant discount to the MSCI World Index of 15.1x. Yet this group of
companies has also produced superior fundamental earnings growth, growing at 8.6% annualized
from 2007 - 2023 expected. As that impact case is recognized by the market, we think there is a
good chance for accelerated multiple expansion.

Uncommon Combination of Value and Growth
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We anticipate strong returns on an absolute and relative basis going forward. The MSCI World
Index trades at about a 50% premium to our portfolio, which is similar to our estimate of upside to
intrinsic value.

The key to our strategy is discipline. We focus on the cheapest corner of the market, looking for
high-quality businesses that also generate societal good. By focusing on more hidden impact
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investment candidates, we believe we can deliver above-market value returns alongside clear
impact.

We’ve done well so far and we’re eager to continue harvesting the gains from the seeds we've
planted. We thank you for your confidence, and, as always, we welcome time to share ideas.

John Mullins & Dan Kaskawits

Co-Portfolio Managers
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THIS ISNOT AN OFFERING OR THE SOLICITATION OF AN OFFER TO INVEST IN THE STRATEGY PRESENTED.
ANY SUCH OFFERING CAN ONLY BE MADE FOLLOWING A ONE-ON-ONE PRESENTATION, AND ONLY TO
QUALIFIED INVESTORS IN THOSE JURISDICTIONS WHERE PERMITTED BY LAW.

THERE ISNO GUARANTEE THAT THE INVESTMENT OBJECTIVE OF THE STRATEGY WILL BE ACHIEVED. RISKS
OF AN INVESTMENT IN THIS STRATEGY INCLUDE, BUT ARE NOT LIMITED TO, THE RISKS OF INVESTING IN
EQUITY SECURITIES GENERALLY, AND IN A VALUE INVESTING APPROACH. PLEASE SEE
WWW.LYRICALAM.COM/NOTES OR A DISCUSSION OF CERTAIN MATERIAL RISKS OF AN INVESTMENT IN
LYRICAL’S STRATEGIES.

PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS.

LAM - GLOBAL IMPACT VALUE RESULTS ARE UNAUDITED AND SUBJECT TO REVISION, ARE FOR A
COMPOSITE OF ALL ACCOUNTS, AND SHOW ALL PERIODS BEGINNING WITH THE FIRST FULL MONTH IN
WHICH THE ADVISOR MANAGED ITS FIRST FEE-PAYING ACCOUNT. NET RETURNS INCLUDE A 0.85% BASE
FEE.

The MSCI World Index is an equity index which captures large and mid cap representation across 23 developed
market countries around the world. With 1,517 constituents, index covers approximately 85% of the free float-
adjusted market capitalization in each country.

The MSCI World Value Index captures large and mid cap securities exhibiting overall value style characteristics
across 23 Developed Markets countries around the world. The value investment style characteristics for index
construction are defined three variables: book value to price, 12-month forward earnings to price and dividend
yield.

World Value represents a combination of the holdings, as of September 30, 2022, of the MSCI EAFE Value Index
and the S&P 500 Value Index using the respective non-U.S. and U.S. regional weights in the MSCI World Value
index as of that date. This method is used because there are no ETF trackers that incorporate the full holdings
of the MSCI World Value Index available

Notes:
All market data is courtesy of FactSet.

The Forward P/E Ratios chart compares the weighted average next twelve months P/E ratios as of December
31, 2022 for the LAM-Global Impact Values composite and the MSCI World Index and the MSCI World Value
Index. Five year forward value is the product of five-year forward projected earnings (determined by applying
to the latest year of forward projected earnings the median analyst estimate of long-term growth rates, subject
to a 17% maximum and a minimum of 10% less the dividend yield) multiplied by the country-specific earnings
multiple, plus net cash, plus five times the positive (or minus five times the negative) difference between
dividend yield and the median dividend yield of the investment universe.

The Indexed EPS Growth chart depicts the historical change in earnings per share of the companies in the LAM
Global Impact Value Equity composite as of December 31, 2022 using current composite share holdings as of
December 31, 2022. Actual share holdings varied over time. Earnings per share is computed using consensus
earnings data per FactSet, which include certain adjustments from reported, GAAP earnings. Periods marked
with an “E” include estimated earnings per share.

Emission Reductions Methodology: We multiply a company’s portfolio weight by our estimate of their
emissions reductions for 2022 through 2025. We maintain an impact tracker and develop bespoke
measurements to estimate each company’s emission reductions. Our sources include data provided by
company management, publicly reported data, and third-party data providers like Refinitiv, among others.



