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Introduction

Welcome to the RBC Brewin Dolphin Sustainable Managed
Portfolio Service (SMPS) investment review. In this report, we
cover information and events that influenced performance
during the third quarter of 2024.

This year was always going to be an important one from a political perspective, as
it is estimated half the world’s population will have, or have had, the opportunity to
vote during 2024. In July, the UK saw a Labour Party landslide win with a majority of
174 seats, their largest in a quarter of a century.

In September, the Federal Reserve and the European Central Bank both cut interest
rates, while the Bank of England and the Bank of Japan remained on hold. Neither cut
had quite the same market impact as the latest stimulus measures from China.

The People’s Bank of China (PBOC) cut its reserve requirement ratio (the percentage
of deposits that commercial banks are required to hold in reserve, rather than use to
make loans or invest in other assets) by 0.5 percentage points. The governor of the
PBOC, Pan Gongsheng, seemed to suggest further cuts are coming.

China’s Ministry of Finance is also planning a significant fiscal support package. It’s
expected that part of this will be used to subsidise upgrades to existing consumer
goods (most notably cars), as well as an explicit payment per child for families
having more than one child - a significant incentive to have more children at a time
when China’s demographic woes are coming into sharp focus.

Manufacturing activity slowed towards the end of the third quarter. The U.S. saw

a particularly abrupt slowdown, though its services sector remained quite robust.
However, growth in the U.S. was a healthy 3%, essentially maintaining the pace of the
second quarter. Europe saw some evidence the manufacturing slump was continuing,
and the services sector seemed to be losing momentum as well. The case for interest
rate cuts in Europe is strong.

Although the U.S. economy is slowing, rather than slumping, policy makers are likely
to continue cutting interests rates gradually, with rates ultimately falling to below 3%
in the UK and U.S., and potentially as low as 1% in the Eurozone.
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Sustainable MPS performance

highlights Q3 2024

y

Asset allocation

What worked and why?

The quarter saw volatile equity markets, with
investors showing some signs of scepticism over

the continued outperformance of the U.S. technology
sector. However, positive earnings releases

helped ease these concerns. This, combined with

a softening in the labour market and a taming of
inflation, meant that our overweight positions to
global property and gold were rewarded.

Fund selection

What worked and why?

NinetyOne Global Environment was one of the
largest contributors to portfolio performance,
benefitting from its positioning in Chinese stocks,
which rallied on news of fiscal stimulus in China
at the end of the quarter. Schroders Global
Sustainable Value also contributed well, with its
more defensive stocks performing very well.

What didn’t work and why?

Corporate bonds saw positive returns during Q3,

which meant that the underweight position was a
mild drag. However, this was largely offset by the
overweight to sovereign bonds.

What didn’t work and why?

1t was generally managers holding growth and
technology stocks that performed poorly, as

there was a pullback in stocks in this area. This
particularly affected Brown Advisory US Sustainable
Growth, Baillie Gifford Positive Change, and CT
Responsible Global Equity.

The value of investments can fall and you may get back less than you invested.
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Sustainable MPS portfolio changes

Q3 2024

Asset allocation

The Asset Allocation Committee advised for no
tactical changes during the third quarter. 1t was felt
that the overweight position in sovereign bonds
remained appropriate ahead of the forthcoming
interest rate cutting cycle by central banks. The
underweight to corporate bonds has been kept,

as credit spreads remain at the tighter end of the
range. This implies investors are still not being
adequately rewarded for the additional risk of
these bonds compared to government issued debt.
Overall, portfolios remained overweight global
equities, with more diversifying exposure to bonds
and alternatives in lower risk profiles.

Fund selection

There were no fund changes to fund selection in the
portfolios during Q3.

Information is provided only as an example and is not a recommendation to pursue a particular strategy.
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SMPS performance (%)

Income Portfolio

Income Higher Equity Portfolio
Balanced Portfolio

Growth Portfolio

Global Equity Portfolio

Q3

2.3

2.0

1.7

1.3

0.9

2024 YTD

4.9

5.4

5.6

6.2

7.0

12.2

13.1

14.2

2yr

15.1

16.5

17.0

18.7
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2022

-11.7

-11.7

-11.5

-11.6

-11.7

All figures shown above are calculated to 30 September 2024. Inception date: 26 April 2021

2023

7.5

8.3

8.5

9.4

10.7

Performance Calculation: All income is reinvested. Performance is shown inclusive of underlying fund
charges but gross of RBC Brewin Dolphin’s investment management charge. Deduction of this charge will
have the result of reducing the illustrated performance. Neither simulated nor actual past performance are

reliable indicators of future performance.
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Funds in focus Q3 2024

Ninety-One Global Environment

The fund seeks to outperform the MSCI ACWI
(global equities) over the long-term, with a
quantifiable carbon-saving impact. The team
invests in a concentrated portfolio of 20 to 40
companies that are deemed solution providers
for decarbonisation - meaning companies having
products and services that avoid carbon and help
address climate change. The team spends a lot of
time analysing regulatory changes, technological
process, and shift in consumer behaviour - all of
which are considered important drivers of the trend
towards decarbonisation.

The portfolio managers, Deirdre Cooper and Graeme
Baker, are dedicated to the sector, with specialist
experience in conventional, new and renewable
energy, as well as broader climate solutions. Deirdre
has a long-standing experience in the sector, having
worked as a vice president at Morgan Stanley, where
she founded the firm’s European Renewable Energy
and Clean Tech Franchise, and subsequently at
Ecofin, where she managed a $1bn clean technology
sleeve for Norges Bank.

The portfolio is constructed around three main
themes which are important drivers of global
decarbonisation: resource efficiency, renewable
energies, and electrification. While there were
some concerns around overcapacity in the solar

and electric vehicle sectors in Ching, the speed of
artificial intelligence (Al) development presents a
structural growth driver for power demand, thus
providing a tailwind for low-cost renewable energy,
and for resource efficiency companies essential to
the build-out of new data centres.

Al is creating a new long-term structural growth
driver which is supported in the medium term by
the new falling rate trajectory, lowering capital-
intensive businesses’ funding costs and supporting
their valuations. The portfolio managers believe
strongly in the decarbonisation opportunity set and
the outlook for the portfolio companies.

Fiammetta Valentini
Analyst
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UK Equities

UK relative performance should continue to be closely linked to value vs growth-style performance,
and there are reasons to believe the outlook for the latter remains brighter. However, some
diversification into the value plays that the UK is so heavily weighted in makes sense at this

stage, in our view. Although the domestic economic outlook is less important for UK equity
relative performance, it still matters. Indeed, there is a reasonably close relationship between

the performance of UK vs global gross domestic product and UK vs global equity performance.

We suspect the Labour Party will have some success in boosting economic growth with policies
that require a limited fiscal outlay. However, the pathway to success is not guaranteed, and
implementation will require careful navigation. The UK equity market trades on very undemanding
valuation multiples.

US Equities

A key concern with regards to U.S. equity exposure relates to valuation. Both equity valuation
multiples and the valuation of the dollar appear stretched. Nevertheless, we are more optimistic on
U.S. equities than other regions, for two main reasons. The first is the secular outlook, which appears
relatively bright for the tech stocks the U.S. is so heavily weighted in. The main upside risk for the
global equity market over the next few years is if an ‘Al boom’ scenario unfolds. With the Federal
Reserve now cutting rates, a weaker version of the second half of the 1990s is a possibility this cycle.
Back then, excitement linked to the growth of the internet drove gains. This cycle, Al could be the
driver. The second reason for favouring the U.S. relates to the cyclical outlook. Even though the odds
of a soft landing have gone up, economic growth risks appear higher than in any given year. The

U.S. has a relatively defensive sector composition compared to other regions, which is an attractive
characteristic at a time when economic growth risks are elevated.

Europe ex UK Equities

The relative performance of global tech and the direction of continental European foreign exchange
(FX) are the key drivers of Europe ex UK equity relative performance. We are optimistic on the
secular outlook of global tech, which bodes poorly for Europe ex UK as it has low weightings in this
sector. With regards to continental European FX, over the longer term, there appears to be room for
appreciation, which would support regional equity relative performance in common currency terms.
Importantly, the euro is cheaply valued (based on purchasing power parity conversion rates).
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Japan Equities

There is momentum behind shareholder-friendly reform in Japan, which could help drive a further
expansion in relatively depressed price-to-book multiples. However, demographics amount to a major
structural headwind for Japanese equity relative performance. Meanwhile, with the unemployment
rate low and labour force participation high, Japan does not have much scope to put idle economic
resources to work to drive cyclical growth. Despite low price-to-book multiples, Japan does not stand
out as cheap, in our view. Indeed, it trades at a premium to the world ex US market on 12-month
forward price/earnings.

Asia ex Japan Equities

In late September, the Chinese authorities announced a host of policy measures. The coordinated
action suggests the authorities are now taking the deflation risk seriously. To successfully boost
inflation, the authorities need to boost growth. The combination of higher inflation, stronger growth,
and declining real interest rates is a supportive backdrop for equities. The Chinese housing market
remains weak, but the authorities are incentivised to drive an improvement as soon as possible.
Given that over 90% of Chinese people own their own home, they would be risking a breakdown in
social instability (which they are very keen to avoid) if house prices decline much further. China and
Hong Kong equities have rallied aggressively in short time, but on a medium-term view, these equity
markets still do not look overbought. We acknowledge that the change in tack by the authorities
does not alter the fact that the structural headwinds leaning against China have not gone away.

But Trump’s odds of winning next month have dropped compared to a few months ago. As such, a
major geopolitical risk for China (namely, a damaging trade war) has declined. Importantly, there are
structural bright spots in the Asia ex Japan equity index, including India and Taiwan.

Emerging Markets ex Asia Equities

Brazil, Saudi Arabia, South Africa, Mexico, and the United Arab Emirates are the countries with the
highest market cap weightings in the EM ex Asia equity index, making it very commodity exposed. We
do not expect much upside to commodity prices in an environment where global growth is slowing.
That said, EM ex Asia remains very cheaply valued.
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RBC Brewin Dolphin is the sponsor, investment manager and distributor to certain funds. RBCBD applies
robust conflict management practices and disclosures to ensure these funds and relevant services

are appropriate to meet client needs. RBC Brewin Dolphin and its employees do not receive additional
remuneration or non-monetary benefits when a client invests in these funds or investment solutions.

The Sustainable MPS model portfolios promote investment into firms with positive environmental, social
and good governance characteristics, but they do not have sustainable investing targets. Due to the
sustainable focus of this portfolio, there are companies and sectors in which we are unable to invest,
meaning the portfolio’s performance may be lower than that of an unconstrained investment portfolio with
the same benchmark.

The value of investments, and any income from them, can fall and you may get back less than you invested.
Neither simulated nor actual past performance are reliable indicators of future performance.

Performance is quoted before charges which will reduce illustrated performance.

Investment values may increase or decrease as a result of currency fluctuations.

Information is provided only as an example and is not a recommendation to pursue a particular strategy.

Information contained in this document is believed to be reliable and accurate, but without further
investigation cannot be warranted as to accuracy or completeness.

We or a connected person may have positions in or options on the securities mentioned herein or may buy,

sell or offer to make a purchase or sale of such securities from time to time. In addition we reserve the right
to act as principal or agent with regard to the sale or purchase of any security mentioned in this document.

For further information, please refer to our conflicts policy which is available on request or can be accessed
via our website at www.brewin.co.uk

We will only be bound by specific investment restrictions which have been requested by you and agreed by us.

Although RBC Brewin Dolphin information providers, including without limitation, MSCI ESG Research LLC
and its affiliates (the “ESG Parties”), obtain information (the “information”) from sources they consider
reliable, none of the ESG Parties warrants or guarantees the originality, accuracy and/or completeness, of
any data herein and expressly disclaim all express or implied warranties, including those of merchantability
and fitness for a particular purpose. Further, none of the information can be in and of itself be used to
determine which securities to buy or sell or when to buy or sell them. None of the ESG Parties shall have
any liability for any errors or omissions in connection with any data herein, or any liability for any direct,
indirect, special, punitive, consequential or any other damages (including lost profits) even if notified of the
possibility of such damages.

RBC Brewin Dolphin is a trading name of Brewin Dolphin Limited. Brewin Dolphin Limited is authorised and regulated by the Financial Conduct Authority
(Financial Services Register reference number 124444) and regulated in Jersey by the Financial Services Commission. Registered Office; 12 Smithfield

Street, London, EC1A 9BD. Registered in England and Wales company number: 2135876.
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