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OVERVIEW

We welcome you to kick off the new year with a brief update on opportunities in the Value
universe and how these opportunities might impact your portfolio allocations in 2023. In
the webcast, Ben Inker, Michelle Morphew, and Catherine LeGraw cover forecasts for Value
outperformance, compelling dislocations in U.S. Deep Value and Value/Growth spreads
globally, and strategies for capturing the opportunity.

KEY POINTS

= Value continues to look attractive globally relative to Growth. In the U.S., there is a special
opportunity in Deep Value stocks.

= Globally, Value is priced to outperform Growth significantly if valuations return to median.

= Within the U.S., we believe the most attractive group of stocks is one that most
portfolios may not have much exposure to - the cheapest quintile or “Deep” Value.
After the longest cycle in which Growth massively outperformed Value, many portfolios
dropped their underperforming Value managers, and those that hung on leaned a bit less
on Value to survive.

= The GMO Asset Allocation team uses the Equity Dislocation and U.S. Opportunistic
Value Strategies across their portfolios to gain targeted exposure to these attractive
investment opportunities.

WITHIN THE U.S., “DEEP VALUE" SEGMENT (CHEAPEST 20%)
IS TRULY DISLOCATED
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Composite valuation measure is composed of Price/Sales, Prices/Gross Profit, Price/Book, and
Price/Economic Book. Quintiles of value and market are weighted by 4™ root of market cap.
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RELATED STRATEGIES

Please click on the links below to access strategies related to this event.

= GMO Equity Dislocation Strateqgy

= GMO U.S. Opportunistic Value Strategy

RELATED RESEARCH

Please click on the links below to access research related to this event.

= GMO Q32022 Quarterly Letter

Value vs. Growth: The Unwind Continues

Let The Wild Rumpus Begin

= Growth Traps Snap Shut

The Turn in Value Is Just Getting Started

| p2


https://www.gmo.com/americas/product-index-page/alternatives/equity-dislocation-strategy/
https://www.gmo.com/americas/product-index-page/equities/u.s.-opportunistic-value-strategy/
https://www.gmo.com/americas/product-index-page/equities/resources-strategy/
https://www.gmo.com/americas/research-library/3q-2022-gmo-quarterly-letter/
https://www.gmo.com/americas/research-library/value-vs.-growth-the-unwind-continues/
https://www.gmo.com/americas/research-library/let-the-wild-rumpus-begin/
https://www.gmo.com/americas/research-library/growth-traps-snap-shut/
https://www.gmo.com/americas/research-library/the-turn-in-value-is-just-getting-started/

