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“Great is the power of steady misrepresentation.”

- Charles Darwin

The World Economy
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Recently, one of our colleagues attended an investment
forum in Boston hosted by one of the world's largest
institutional investment advisors. One consistent trend
over the past decade for institutional investors has been
diversifying their equity exposure away from single
market (often domestic) to a global allocation. With a
more flexible approach, they point to higher performance
potential from number of factors:

e Breadth of opportunities. With more stocks, there
should be increased opportunity.

* Globalization. As the quote above notes, there is an
ability to find mispricing opportunities across
regions.

» Different regions may be performing better than
others.

One main theme from the forum was the opportunity
that frictions in the global world order are presenting to
active managers. This large advisor is a fan of active
management in part because of active management’s
ability to get ahead of changes in markets. While the
chart above shows the current complexion of global
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economic production, the contribution to growth is set to
change over the next several decades, with economies,
such as the U.K,, falling in importance, while countries,
such as India, increasing.
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When assessing the investment process for investment
managers, this advisor looks for cognitive diversity,
where they believe the secret sauce exists to
outperform. By soliciting diverse views to assess
complex problems, they believe better decisions can be
made by trying to avoid “group think.” This month, our
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equity research teams across offices worked together
on a China investment recommendation by assessing
valuation, governance issues, and market opportunity.
On a stock specific basis, we believe it is important to
take a different view than the crowd to generate

Source: FactSet, equity holdings as of 09.30.2019.

country where it is headquartered. For example, one
holding is the consumer credit company, Experian, that
is headquartered in Ireland, but less than 20% of its
revenues come from Ireland or the United Kingdom. By
working as a team with diverse views, we believe we

can make more informed decisions for the benefit of
clients.

performance.

On a portfolio basis, we take a similar tack. While many
managers look at their portfolios based on where the
stock holdings are headquartered, we dig deeper to find
out from what regions revenues are actually generated,
as is the case with the Global Leaders strategy shown
above. As multinational companies derive more of their
revenue from outside their home country, it is
misleading to ascribe a company’s exposure to the

As always thank you for your interest and trust
managing your investments.
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The Chartered Financial Analyst® (CFA) charter is a graduate-level investment credential awarded by 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.

The opinions contained in the preceding commentary reflect those of Sterling Capital Management LLC, and not those of BB&T Corporation or its
executives. The stated opinions are for general information only and are not meant to be predictions or an offer of individual or personalized investment
advice. They also 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. 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 any such information or opinions.

Investment advisory services are available through Sterling Capital Management LLC, a separate subsidiary of BB&T 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 BB&T Corporation, Branch Banking and Trust Company or any dffiliate, are not guaranteed by
Branch Banking and Trust Company or any other bank, are not insured by the FDIC or any other government agency, and are subject to investment risk,
including possible loss of principal invested.
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