T. ROWE PRICE INSIGHTS

ON U.S. EQUITY

The U.S. Value Stock Rally—
Expect a Shift to Quality

Higher-quality value stocks set to lead the next stage.

KEY INSIGHTS

= Despite the strong rally in U.S. value companies during late 2020 and early 2021,
their full potential is not yet exhausted, in our view.

= As the U.S. economic recovery continues, we envisage a rotation in value stock
leadership from early-cycle beneficiaries toward higher-quality value names.

= Looking ahead, there are four key factors that are likely to prove significant in
shaping the outlook for U.S. value companies.

iven the unprecedented nature

of the coronavirus pandemic,

the strong recovery in U.S.
economic growth during 2021 has
been remarkable. The U.S. equity
market has similarly rallied sharply,
surpassing previous peak levels in just
a few quarters, with some companies
posting close to best-ever earnings
results in early 2021.

One of the dominant market themes to
emerge in late 2020 and continue into
early 2021 has been the sharp swing
toward value companies at the expense
of more richly priced growth-oriented
stocks. More recently, however, the
strong impetus behind value companies
has moderated, with some suggesting
that the “great value stock rotation” is
over already. We think this view could
be premature.

The Value Stock Rally Is Not
Yet Exhausted

Certainly, economically sensitive

stocks have had a strong early-year
run, coming off historically depressed
levels, so a pullback in these value areas
was not entirely surprising. However,
the fundamental landscape has not
materially changed. At a broad market
level, the continuing economic rebound
is reason for optimism. U.S. consumers
are in good shape with a large pool of
excess savings ready to be deployed
into spending; business inventories are
lean, which is likely to lead to a pickup
in capital spending; the government

is set to roll out a significant fiscal
stimulus plan; and the Fed appears
comfortable keeping monetary policy
accommodative for some time.

Looking forward, we are expecting
continued fundamental improvement

for many companies across the market.
We are also anticipating a progressive
rotation within the value stock landscape,
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off historically
depressed levels,
so a pullback in
these value areas
was not entirely
surprising.
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A Timeline of Key Coronavirus-Related Events
(Fig. 1) And how U.S. equities have responded
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Past performance is not a reliable indicator of future performance.

As of September 24, 2021.
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Index performance depicts closing price to closing price returns, between each of the time periods referenced.
Source: Refinitiv DataStream, analysis by T. Rowe Price.

Historically,
value-oriented
areas have tended
to perform best

in the earlier stages
of economic
recovery, and
during periods of
higher inflation
and/or rising

bond yields.

with investors gradually shifting focus
from early-cycle and deep-value
companies toward higher-quality value
stocks as the next beneficiaries of the
economic cycle.

Looking longer term, there are four key
factors that we believe are likely to play a
significant part in shaping the outlook for
U.S. value companies.

D[I Market Landscape—Growth
and Inflation

The U.S. economy continues to

recover, and consensus expectations
for growth in the region of 7%-8% in
2021 represent a resilient and robust
turnaround. Certainly, part of this surge
in economic growth has to do with

the fact that it started from a low base,
following a very difficult 2020 during
which U.S. growth essentially collapsed.
However, it is also worth noting that
consensus expectations are for another
year of similar growth in 2022, so the
runway for above-trend growth looks
reasonable at this stage.

Deep value and cyclical companies
have led the U.S. equity market rebound

since November 2020. The broad
rollout of coronavirus vaccines provided
the impetus for a significant rotation
trade, as investors sold richly priced
growth names in favor of cyclical value
stocks well positioned to benefit from
the reopening of the U.S. economy.
Previously unloved value areas, such

as mining, travel, banks, and industrials,
recorded sharp gains, leading the U.S.
equity market higher until mid-May 2021.

However, given the unprecedented
events of the past year, the recovery,
when it came, was unlikely to be linear,
but rather characterized by fluctuation
in line with bouts of shifting investor
confidence and sentiment. The current
spike in U.S. inflation is a good example
of this. Consumer price index inflation
hit 5.4% in July 2021, year-on-year—the
highest level since 2008—undermining
confidence and prompting market
volatility. The sharp increase raises
questions about whether rising prices
in some pockets of the economy are
transitory or are the first signs of an
enduring higher-inflation regime.
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Going forward, we
anticipate company
quality being a
more influential
factor in driving the
returns of U.S. value
companies.

While a significantly higher, long-term
inflation regime is unlikely, in our view,
there are some current inflationary
elements that are likely to be more
transient and some that are also

likely to prove “stickier” and a source
of upward pressure for longer. For
example, some of the supply shock-
related disruption that we are seeing
currently is expected to be short

term in nature. Just recently, the
world’s third-busiest cargo port,
Ningbo-Zhoushan in China, shut down
one its terminals completely for two
weeks due to coronavirus concerns,
causing a huge disruption to global
supply chains. However, we believe
this short-term shock is unlikely to
have a lasting, disruptive impact on
global freight and transportation input
costs. On the other hand, two other
key inflationary sources currently—
rising housing costs and employee
wages—Ilook set to remain prominent
components over the next months.

CBD Sector Performance

The respective performance of value-
and growth-oriented sectors during
different stages of the economic cycle
is likely to be a key consideration over
the coming year and beyond. Broadly
speaking, the principal difference
between the two areas of investment

is the large allocation toward the
technology sector for growth investors
versus a similarly significant allocation
to financials as for value investors. To
the extent that technology stocks
outperform, most likely, growth investors
will outperform their value counterparts,
while the opposite is generally true if
financial companies outperform, with
value investors outperforming growth.
Historically, value-oriented areas have
tended to perform best in the earlier
stages of economic recovery and during
periods of higher inflation and/or rising
bond yields.

é'_g_'A Innovation

While innovation is a concept more
often associated with growth-oriented
companies, we spend a great deal of
time trying to understand the secular
change that is occurring across the
market and the potential risks and
opportunities being created.

We are continually looking for
opportunities to invest in innovative,
potentially disruptive companies

at attractive valuation points—for
example, if the company has fallen
out of favor with investors due to
some short-term issue or challenge.
Microsoft, a company that has been
held across a number of our U.S. value
portfolios for many years, is a good
example of a company where we were
able to identify value in a business
that many value investors were not
willing to consider. At the time of our
investment, Microsoft had fallen out
of favor with investors, with both the
range and quality of its products seen
as lagging major competitors like
Apple and Alphabet. With the company
announcing a change in senior
management and plans to refocus the
business, we took the opportunity to
build a position at what we felt were
attractive valuations. In the time since
our initial investment, Microsoft has
invested heavily in upgrading the
range and quality of its product set,
entered into strategic partnerships to
expand the market for those products,
and entering new, high-growth
business areas, such as cloud systems
and services.

@ Sentiment

From the third quarter of 2020 through
to the end of the first quarter of 2021,
we saw a very strong, value-led, U.S.
equity market. Central to this rally

was the positive shift in investor
sentiment toward value companies. The
announcement by Pfizer that it had
developed an effective coronavirus
vaccine raised hopes of an economic
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reopening. This, in turn, sparked

a significant reallocation trade, as
investors shifted large sums into
early-cycle value companies as the
likely main beneficiaries during a

post-pandemic U.S. economic recovery.

More recently, however, sentiment

value areas and reallocating toward
higher-quality value companies instead.
Going forward, we anticipate company
quality being a more influential

factor in driving the returns of U.S.
value companies.

The Durability of Value

toward value companies appears to
have shifted once more, with some of
the stronger-performing value areas
giving up much of their earlier-year
gains. A resurgence in coronavirus
cases in recent months, including the
emergence of the delta variant, has
raised concerns about the nascent U.S.
economic recovery and undermined
confidence in the value stocks most
directly impacted. This has seen a lot
of the early-year investment flows into
value companies reversed in recent
months. However, it is worth noting
that, within the value landscape, we
are seeing early signs of the expected
rotation, with investors moving out

of cheaper, economically sensitive

Our ongoing view is that investors

may consider maintaining a consistent
exposure to U.S. value-oriented
companies. This argument has
certainly been more difficult to make
over the past 10 years, as growth-
oriented companies have substantially
outperformed their value counterparts.
However, it is the potential durability

of value that underpins our investment
approach. By investing in quality value
companies during periods of concern or
controversy, we aim to reap the rewards
over a potentially extended time frame,
as company fundamentals improve

and earnings and cash flow growth are
ultimately reflected in higher valuations.

Additional Disclosures

London Stock Exchange Group plc and its group undertakings (collectively, the “LSE Group”). © LSE Group 2021. All rights in the FTSE Russell indexes or data
vest in the relevant LSE Group company which owns the index or the data. Neither LSE Group nor its licensors accept any liability for any errors or omissions in
the indexes or data and no party may rely on any indexes or data contained in this communication. No further distribution of data from the LSE Group is permitted
without the relevant LSE Group company’s express written consent. The LSE Group does not promote, sponsor or endorse the content of this communication.

General Portfolio Risks

Capital risk—the value of your investment will vary and is not guaranteed. It will be affected by changes in the exchange rate between the base currency of the
portfolio and the currency in which you subscribed, if different.

ESG and Sustainability risk—may result in a material negative impact on the value of an investment and performance of the fund.
Counterparty risk—an entity with which the portfolio transacts may not meet its obligations to the portfolio.

Geographic concentration risk—to the extent that a portfolio invests a large portion of its assets in a particular geographic area, its performance will be more
strongly affected by events within that area.

Hedging risk—a portfolio's attempts to reduce or eliminate certain risks through hedging may not work as intended.
Investment portfolio risk—investing in portfolios involves certain risks an investor would not face if investing in markets directly.

Management risk—the investment manager or its designees may at times find their obligations to a portfolio to be in conflict with their obligations to other
investment portfolios they manage (although in such cases, all portfolios will be dealt with equitably).

Operational risk—operational failures could lead to disruptions of portfolio operations or financial losses.
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T. Rowe Price focuses on delivering investment management
excellence that investors can rely on—now and over the long term.

T.RowePrice’

Important Information

The specific securities identified and described do not represent all of the securities purchased, sold, or recommended for the portfolio, and no assumptions should be made
that the securities identified and discussed were or will be profitable.

This material is being furnished for general informational and/or marketing purposes only. The material does not constitute or undertake to give advice of any nature,
including fiduciary investment advice, nor is it intended to serve as the primary basis for an investment decision. Prospective investors are recommended to seek independent
legal, financial and tax advice before making any investment decision. T. Rowe Price group of companies including T. Rowe Price Associates, Inc. and/or its affiliates receive
revenue from T. Rowe Price investment products and services. Past performance is not a reliable indicator of future performance. The value of an investment and any income
from it can go down as well as up. Investors may get back less than the amount invested.

The material does not constitute a distribution, an offer, an invitation, a personal or general recommendation or solicitation to sell or buy any securities in any jurisdiction or to
conduct any particular investment activity. The material has not been reviewed by any regulatory authority in any jurisdiction.

Information and opinions presented have been obtained or derived from sources believed to be reliable and current; however, we cannot guarantee the sources’ accuracy
or completeness. There is no guarantee that any forecasts made will come to pass. The views contained herein are as of the date written and are subject to change without
notice; these views may differ from those of other T. Rowe Price group companies and/or associates. Under no circumstances should the material, in whole or in part, be
copied or redistributed without consent from T. Rowe Price.

The material is not intended for use by persons in jurisdictions which prohibit or restrict the distribution of the material and in certain countries the material is provided upon
specific request. It is not intended for distribution to retail investors in any jurisdiction.

Australia—Issued in Australia by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 50, Governor Phillip Tower, 1 Farrer Place, Suite 50B,
Sydney, NSW 2000, Australia. For Wholesale Clients only.

Brunei—This material can only be delivered to certain specific institutional investors for informational purpose upon request only. The strategy and/or any products associated
with the strategy has not been authorised for distribution in Brunei. No distribution of this material to any member of the public in Brunei is permitted.

Canada—Issued in Canada by T. Rowe Price (Canada), Inc. T. Rowe Price (Canada), Inc.’s investment management services are only available to Accredited Investors as
defined under National Instrument 45-106. T. Rowe Price (Canada), Inc. enters into written delegation agreements with affiliates to provide investment management services.

China—This material is provided to specific qualified domestic institutional investor or sovereign wealth fund on a one-on-one basis. No invitation to offer, or offer for, or sale of, the
shares will be made in the People’s Republic of China (“PRC”) (which, for such purpose, does not include the Hong Kong or Macau Special Administrative Regions or Taiwan) or
by any means that would be deemed public under the laws of the PRC. The information relating to the strategy contained in this material has not been submitted to or approved
by the China Securities Regulatory Commission or any other relevant governmental authority in the PRC. The strategy and/or any product associated with the strategy may only
be offered or sold to investors in the PRC that are expressly authorized under the laws and regulations of the PRC to buy and sell securities denominated in a currency other

than the Renminbi (or RMB), which is the official currency of the PRC. Potential investors who are resident in the PRC are responsible for obtaining the required approvals from
all relevant government authorities in the PRC, including, but not limited to, the State Administration of Foreign Exchange, before purchasing the shares. This document further
does not constitute any securities or investment advice to citizens of the PRC, or nationals with permanent residence in the PRC, or to any corporation, partnership, or other entity
incorporated or established in the PRC.

DIFC—Issued in the Dubai International Financial Centre by T. Rowe Price International Ltd. This material is communicated on behalf of T. Rowe Price International Ltd. by its
representative office which is regulated by the Dubai Financial Services Authority. For Professional Clients only.

EEA ex-UK—Unless indicated otherwise this material is issued and approved by T. Rowe Price (Luxembourg) Management S.a r.l. 35 Boulevard du Prince Henri L-1724
Luxembourg which is authorised and regulated by the Luxembourg Commission de Surveillance du Secteur Financier. For Professional Clients only.

Hong Kong—Issued in Hong Kong by T. Rowe Price Hong Kong Limited, 6/F, Chater House, 8 Connaught Road Central, Hong Kong. T. Rowe Price Hong Kong Limited is
licensed and regulated by the Securities & Futures Commission. For Professional Investors only.

Indonesia—This material is intended to be used only by the designated recipient to whom T. Rowe Price delivered; it is for institutional use only. Under no circumstances
should the material, in whole or in part, be copied, redistributed or shared, in any medium, without prior written consent from T. Rowe Price. No distribution of this material to
members of the public in any jurisdiction is permitted.

Korea—This material is intended only to Qualified Professional Investors upon specific and unsolicited request and may not be reproduced in whole or in part nor can they be
transmitted to any other person in the Republic of Korea.

Malaysia—This material can only be delivered to specific institutional investor upon specific and unsolicited request. The strategy and/or any products associated with the
strategy has not been authorised for distribution in Malaysia. This material is solely for institutional use and for informational purposes only. This material does not provide
investment advice or an offering to make, or an inducement or attempted inducement of any person to enter into or to offer to enter into, an agreement for or with a view
to acquiring, disposing of, subscribing for or underwriting securities. Nothing in this material shall be considered a making available of, solicitation to buy, an offering for
subscription or purchase or an invitation to subscribe for or purchase any securities, or any other product or service, to any person in any jurisdiction where such offer,
solicitation, purchase or sale would be unlawful under the laws of Malaysia.

New Zealand—Issued in New Zealand by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 50, Governor Phillip Tower, 1 Farrer Place,

Suite 50B, Sydney, NSW 2000, Australia. No Interests are offered to the public. Accordingly, the Interests may not, directly or indirectly, be offered, sold or delivered in New
Zealand, nor may any offering document or advertisement in relation to any offer of the Interests be distributed in New Zealand, other than in circumstances where there is no
contravention of the Financial Markets Conduct Act 2013.

Philippines—THE STRATEGY AND/ OR ANY SECURITIES ASSOCIATED WITH THE STRATEGY BEING OFFERED OR SOLD HEREIN HAVE NOT BEEN REGISTERED
WITH THE SECURITIES AND EXCHANGE COMMISSION UNDER THE SECURITIES REGULATION CODE. ANY FUTURE OFFER OR SALE OF THE STRATEGY AND/ OR
ANY SECURITIES IS SUBJECT TO REGISTRATION REQUIREMENTS UNDER THE CODE, UNLESS SUCH OFFER OR SALE QUALIFIES AS AN EXEMPT TRANSACTION.

Singapore—Issued in Singapore by T. Rowe Price Singapore Private Ltd., No. 501 Orchard Rd, #10-02 Wheelock Place, Singapore 238880. T. Rowe Price Singapore Private
Ltd. is licensed and regulated by the Monetary Authority of Singapore. For Institutional and Accredited Investors only.

South Africa—T. Rowe Price International Ltd (“TRPIL") is an authorised financial services provider under the Financial Advisory and Intermediary Services Act, 2002 (FSP
Licence Number 31935), authorised to provide “intermediary services” to South African investors.

Switzerland—Issued in Switzerland by T. Rowe Price (Switzerland) GmbH, Talstrasse 65, 6th Floor, 8001 Zurich, Switzerland. For Qualified Investors only.

Taiwan—This does not provide investment advice or recommendations. Nothing in this material shall be considered a solicitation to buy, or an offer to sell, a security, or any
other product or service, to any person in the Republic of China.

Thailand—This material has not been and will not be filed with or approved by the Securities Exchange Commission of Thailand or any other regulatory authority in Thailand.
The material is provided solely to “institutional investors” as defined under relevant Thai laws and regulations. No distribution of this material to any member of the public in
Thailand is permitted. Nothing in this material shall be considered a provision of service, or a solicitation to buy, or an offer to sell, a security, or any other product or service, to
any person where such provision, offer, solicitation, purchase or sale would be unlawful under relevant Thai laws and regulations.

UK—This material is issued and approved by T. Rowe Price International Ltd, 60 Queen Victoria Street, London, EC4N 4TZ which is authorised and regulated by the UK
Financial Conduct Authority. For Professional Clients only.
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