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Dividends matter — that’s the simple philosophy underlying the Sterling Capital Equity Income portfolio. From 1950 through
2020, the S&P 500° appreciated (price only) at a 7.9% compound rate, while total return (including reinvested dividends) was
11.2% per year. If that 3.3% per-year difference sounds trivial, consider the beauty of compounding over those 70 years. A $100
investment at 12.31.1950 would have grown to $20,488 from price appreciation alone, but to $168,785 assuming reinvestment of
all cash flows. Reinvested dividends provided over 30% of the stock market’s total return over time.
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For the year, the Equity Income portfolio turned in a 7.2% (before fees) and 5.8% (after fees) total return, topping the Russell
1000® Value Index’s 2.8% return over the same time period. Equity Income’s overweight of Technology and Healthcare relative
to the benchmark and underweight of Financials and Ultilities contributed positively to portfolio performance.

In the final quarter of 2020, the Equity Income portfolio recorded a 15.2% (before fees) and 14.8% (after fees) gain, which lagged
the Russell 1000 Value Index’s 16.3% total return over the same time period.
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Best and Worst Performers

It was a strong quarter for stocks, and Equity Income’s constituents were no exception, with 29 holdings gaining ground in the
90-day interval, compared to just five that declined. Twenty of the gainers advanced by a double-digit percentage, while none of
the decliners fell by more than 4%.

The portfolio’s top quarterly performers were Discover Financial (+57%), followed by Citi (+45%), EOG (+40%), and Phillips 66
(+37%). Each of those companies outperformed their respective sectors, and it didn’t hurt that Energy and Financials were the
top two performing sectors in the fourth quarter (+28% and +23%, respectively). Financials performed remarkably well, as
macroeconomic data came in much better than most banks anticipated in their reserving assumptions earlier in 2020. In addition,
the Federal Reserve began loosening the reins around capital return plans, suggesting many banks can resume share repurchases
in 2021. Energy, the worst performing sector for the year, finally got in gear in the fourth quarter. That largely reflected the price
of oil, which fell -20.5% for the year but climbed 20.6% in the fourth quarter. The portfolio’s worst performers for the quarter
were relatively modest detractors: Home Depot (-4%), Crown Castle (-4%), Merck (-1%), and Verizon (-0.2%).

For the year, the portfolio was well-served by a number of its growth-oriented constituents, such as Microsoft (+43%), Analog
Devices (+27%), and Accenture (+26%), whereas more traditional value-oriented holdings lagged, such as CVS (-5%), Verizon
(flat), and Chubb (+1%). We believe our search for both growth and value distinguishes Equity Income relative to most dividend-
oriented strategies, which tend to be dominated by mature, slower-growth companies.

The accompanying chart reveals the best- and worst-performing style factors for the year. Our portfolio’s focus on quality,
defined in part by balance sheet strength, served us well in 2020. By contrast, our focus on inexpensive valuations, as defined by
low price-to-sales or price-to-earnings ratios, was generally a detriment in the year just ended.
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Purchases and Sales

During the quarter, we purchased two stocks and sold one. Our lone sale was Maxim Semiconductor, which we exited following
a takeover offer by fellow portfolio constituent, Analog Devices. With Maxim in merger arbitrage limbo, and with the
discontinuation of its dividend, we no longer considered the stock an appropriate holding for our dividend growth portfolio.
During our seven-plus year ownership, Maxim generated a 221% total return, well above that of the S&P 500’s 152% and the
Russell 1000 Value’s 78% over the same period.
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We added defense contractor L3Harris early in the quarter. Formed through the mid-2019 merger of L3 and Harris, the
combined company is the nation’s sixth-largest industry participant. Its tactical radios, small satellites, missile guidance systems
and geospatial technologies serve key roles in helping our nation’s military defend us from enemies, foreign and domestic.

Segment descriptions

&

Integrated Mission Space & Airborne Communication Aviation
Systems Systems Systems Systems

ISR: Advanced COMINT, ELINT
and targeting mission systems

Maritime: Electrical and electronic
systemns and integration for large
naval platforms

Electro Optical: Advanced Electro-
Optic / Infrared (EO/IR), laser
imaging and targeting sensor
systems

Space: Payloads, sensors, and full-

mission solutions

Intel & Cyber: Situational
awareness, optical networks and
advanced wireless solutions

Avionics: Sensors, hardened
electronics, release systems, data
links and antennas

Electronic Warfare: Multi-spectral
situational awareness, threat
warning and countermeasures
capabilities

Tactical Comms: Radio
communications, SATCOM
terminals and battlefield
management networks

Broadband Communications:
Secure mobile networked
eguipment and integration

Integrated Vision Solutions: Full
suite of helmet and weapon
mounted integrated systems

Public Safety: Radios, applications
and equipment for critical public
safety and professional comms

Defense Aviation Products:
Precision weapons and
components; smalltactical LAVs;
antennas; RF & microwave devices

Commercial Aviation Products:
Aircraft avionics products

Commercial & Military Training:
Aviation simulation, training and
pilot academy

Mission Networks: Critical
infrastructure communications and
networking solutions
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Ravenua
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Source: L3Harris

We believe our opportunity to own the stock at a sharply discounted valuation owed in part to the 17% of L3’s revenue tied to
commercial aviation, currently impacted by COVID-19. While we believe commercial aviation will inevitably snap back, the
speed at which that occurs remains unknowable. Despite this near-term headwind, we’re particularly impressed by L3’s ability
to pull a number of levers to achieve its financial objectives. Specifically, we believe the company’s track record of over-achieving
against synergy targets seems reasonably likely to continue as the two companies rationalize platforms and approach growth
opportunities with a greater menu of capabilities.

Political uncertainty presents another possible reason for the stock’s discounted valuation, though Defense Department
appropriations tend to be driven more by the global threat environment and less by partisan issues in Washington. We doubt
either political party has a desire for foreign adversaries to achieve military supremacy. Congress passed the $741 billion Defense
Authorization Act with overwhelming bi-partisan support.

At the time of our purchase, L3 shares traded near 15x earnings, a discount to their own history and the S&P 500. The stock
supplies a dividend yield of nearly 2%, with the most-recent dividend increase checking in at 13% year-over-year. The company
is likely to raise its dividend again in February, as well as continue to aggressively repurchase its shares, to the tune of roughly
5% per year.

Our other purchase during the quarter was sporting goods retailer, Dick’s. The company operates more than 800 stores and a
leading e-commerce website. While 2020 benefited from large-ticket purchases of home gym equipment and pandemic-induced
outdoor wares, we believe sales of team sports equipment could be set for a sharp rebound in 2021 and beyond, as vaccines
enable schools and gyms to reopen.
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In terms of e-commerce, Dick’s already saw a sharp acceleration. In the most-recent quarter, its e-commerce sales rose 95% year-
over-year. No doubt, a portion of that was driven by consumers’ preference to avoid indoor venues and crowds amid the
COVID-19 pandemic. We also believe the e-commerce boom is being driven by increasing downloads of Dick's industry-leading
mobile app. The app not only helps facilitate e-commerce transactions, it also enables consumers to earn and redeem loyalty
rewards and provides Dick’s with customer-specific data which it can mine for marketing purposes.

Chart 4: DKS app downloads continue to accelerate
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Dick’s has raised its dividend annually since 2015, with the most-recent increase clocking in at 14% year-over-year. At our
purchase price, shares yielded 2.3% and traded at just ten times earnings — less than half the S&P 500’s multiple. At that
valuation, and with a net cash position, we believe the company will get back into the routine of repurchasing its stock.

Company Updates

Encompass Health shot up on news that activist investor Jana took a stake in the company, and is advocating for a value-
enhancing split-off of Encompass’ home health business.

Home Depot announced it is acquiring HD Supply, and turned in its second-consecutive quarter of 25% same-store sales gains.
L3Harris won a $496 million award to provide “jamming” technology for the U.S. Navy.

Corning raised its guidance intra-quarter, suggesting business has accelerated. In our recent conversation with CFO Tony
Tripani, we believe it’s clear that the company is benefiting from demand for its Valor glass, which helps vaccine manufacturers
fill vials faster and more securely.

Amdocs guided for an organic growth acceleration in its new fiscal year, validating our investment thesis that a combination of
improved customer spending, a gradual 5G rollout, and growth in streaming services are likely to provide tailwinds for the
company.

Several of our companies raised dividends during the quarter, including an outsized 25% increase by Abbott Labs, marking that
company’s 48" consecutive year of higher dividends. Sister company Abbvie (which spun out of Abbott in 2013) raised its
dividend 10%.

Merck augmented its dividend by a healthy 7%, and also sold a stake in vaccine maker Moderna. In addition, Merck announced it
won a $356 million contract with the federal government to supply up to 100,000 doses of its drug, MK-7110, for the treatment of
severely ill COVID-19 patients.
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Crown Castle transmitted an 11% dividend increase, and won the right to serve as DISH Network’s preferred wireless tower
provider, as the latter company seeks to expand its cellular footprint nationwide.

Motorola Solutions phoned in an 11% dividend hike, while Tyson processed a 6% increase.

The average Equity Income constituent’s dividend is 7.9% higher than a year ago, which compares favorably to the S&P 500,
where dividends are -1.7% lower year-over-year. Even in what’s expected to be a snapback year in 2021, consensus estimates
only see 3% dividend growth for the S&P 500, led by Healthcare, our portfolio’s most-significant overweight relative to the
Russell 1000 Value Index.

S&P 500 2021 dividend growth
Year-over-year % change
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Source: J.P. Morgan Asset Management

Conclusion

The solid performance of equities in such a headline-challenged year serves as a front-and-center reminder that companies are
living, breathing, flexible entities that can and do adjust to changing conditions. That flexibility includes adjusting pricing,
headcount, supply chains, and even business focus via acquisitions and divestitures. Many of the investing public’s frequent
worries — whether about politics or inflation or any number of other unknowns — represent opportunities for companies to adjust
as needed.

That’s not to suggest equities outperform universally, but the flexibility that companies possess represents a feature that’s
distinctive relative to most investment alternatives: real estate doesn’t move, fixed income is fixed, and precious metals never
change. However, Microsoft can (and did) shift from a company that was once levered to desktop computer sales into a Software
as a Service and Cloud Computing provider (helping it to deliver sales and earnings gains, even through a pandemic and
recession). Home Depot responded to the COVID-19 pandemic by ramping up its buy online/pick up in-store efforts
(contributing to 25% same-store sales gains during the past two quarters). Smaller competitors with less financial wherewithal
struggled to follow suit, providing incremental market share opportunities for our companies to claim.
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In terms of positioning, the Equity Income portfolio enters 2021 with a bit more Financial exposure than a year ago (having
shifted from an underweight position to nearly market weight), a reflection of our purchases earlier this year of Northern Trust,
Goldman Sachs, and Citi. The portfolio remains underweight several of the traditional yield-oriented sectors, such as Utilities
and Communication Services — staid sectors that tend to feature above-average dividend yields, but below-average dividend
growth.

We believe our portfolio’s mid-2% dividend yield (about one full percentage point higher than the S&P 500) and high-single digit
growth in underlying dividends should be attractive to yield-starved investors, particularly as the Federal Reserve signaled its
intention to keep short-term interest rates pinned near zero for the foreseeable future.

Beyond their dividend characteristics, we believe the valuation potential of dividend-paying stocks in general, and our portfolio
in particular, represents a latent opportunity. The Russell 1000 Value Index ended 2020 at its cheapest valuation versus Russell
1000 Growth Index since 2001. Over the ensuing seven years, Value generated robust outperformance, so we believe conditions
are conducive for a repeat occurrence at some point.

Value vs. Growth relative valuations
Relative fwd. P/E ratio of Value vs. Growth, z-score, Dec. 1997 - present
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As always, we greatly appreciate your trust and confidence. In turn, we extend our most sincere wishes for much happiness,
health and success in 2021 and beyond.

Adam Bergman, CFA®
Associate Portfolio Manager
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Performance Disclosure: Performance is preliminary and is annualized for periods longer than one year. Net of fees performance returns are presented net of the investment
management fees and trading expenses. “Pure” Gross of fees performance returns do not reflect the deduction of any fees including trading costs; a client’s return will be reduced
by the management fees and other expenses it may incur. Investment management fees are described in Sterling’s Form ADV 2A. Performance reflects the reinvestment of
interest income and dividends and realized capital gains. The performance presented represents past performance and is no guarantee of future results. Performance is compared
to an index, however, the volatility of an index varies greatly and investments cannot be made directly in an index. Market conditions vary from year to year and can result in a
decline in market value due to material market or economic conditions. The Performance is considered Supplemental Information to the Composite Disclosure Presentation which
is attached.

The Russell 1000° Value Index measures the performance of the large-cap value segment of the U.S. equity universe. It includes those Russell 1000® companies with lower
price-to-book ratios and lower expected growth values. The Russell 1000® Value Index is constructed to provide a comprehensive and unbiased barometer for the large-cap value
segment. The index is completely reconstituted annually to ensure new and growing equities are included and that the represented companies continue to reflect value
characteristics.

The Russell 1000° Growth Index measures the performance of the large-cap growth segment of the U.S. equity universe. It includes those Russell 1000® companies with higher
price-to-book ratios and higher forecasted growth values. The Russell 1000® Growth Index is constructed to provide a comprehensive and unbiased barometer for the large-cap
growth segment. The index is completely reconstituted annually to ensure new and growing equities are included and that the represented companies continue to reflect growth
characteristics.

The S&P 500° Index is a readily available, carefully constructed, market-value-weighted benchmark of common stock performance. Currently, the S&P 500 Composite includes
500 of the largest stocks (in terms of stock market value) in the United States and covers approximately 80% of available market capitalization.

Technical Terms: Earnings Per Share (EPS): a key metric used to determine the common shareholder’s portion of the company'’s profit. EPS measures each common share’s
profit allocation in relation to the company’s total profit. Price to Sales (P/S): is a formula used to measure the total value that investors place on the company in comparison to
the total revenue generated by the business. It is calculated by dividing the share price by the sales per share. Price Earnings Ratio (P/E): is the relationship between a company’s
stock price and earnings per share (EPS). The P/E ratio shows the expectations of the market and is the price you must pay per unit of current earnings (or future earnings, as the
case may be). (Technical definitions are sourced from Corporate Finance Institute.)

The Chartered Financial Analyst® (CFA) charter is a graduate-level investment credential awarded by the CFA Institute — the largest global association of investment
professionals. To earn the CFA charter, candidates must: 1) pass three sequential, six-hour examinations; 2) have at least four years of qualified professional investment
experience; 3) join CFA Institute as members; and 4) commit to abide by, and annually reaffirm, their adherence to the CFA Institute Code of Ethics and Standards of Professional
Conduct.

Specific securities identified and described do not represent all of the securities purchased, sold or recommended to clients. There are no assurances that securities identified will
be profitable investments. The securities described are neither a recommendation nor a solicitation. Security information is being obtained from resources the firm believes to be
accurate, but no warrant is made as to the accuracy or completeness of the information.

Past performance is not indicative of future results. Any type of investing involves risk and there are no guarantees.

The opinions contained in the preceding commentary reflect those of Sterling Capital Management LLC, and not those of Truist Financial Corporation or its executives. The stated
opinions are for general information only and are educational in nature. These opinions are not meant to be predictions or an offer of individual or personalized investment advice.
They are not intended as an offer or solicitation with respect to the purchase or sale of any security. This information and these opinions are subject to change without notice. All
opinions and information herein have been obtained or derived from sources believed to be reliable. Any type of investing involves risk and there are no guarantees. Sterling Capital
Management LLC does not assume liability for any loss which may result from the reliance by any person upon such information or opinions.

Investment advisory services are available through Sterling Capital Management LLC, a separate subsidiary of Truist Financial Corporation. Sterling Capital Management LLC
manages customized investment portfolios, provides asset allocation analysis and offers other investment-related services to affluent individuals and businesses. Securities and
other investments held in investment management or investment advisory accounts at Sterling Capital Management LLC are not deposits or other obligations of Truist Financial
Corporation, Truist Bank or any affiliate, are not guaranteed by Truist Bank or any other bank, are not insured by the FDIC or any other federal government agency, and are subject
to investment risk, including possible loss of principal invested.

Sterling Capital does not provide tax or legal advice. You should consult with your individual tax or legal professional before taking any action that may have tax or legal
implications.
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