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EM equities have been a
popular asset class since
the 1980s, with strong
performance over multiple
decades.

Performance in the last 10
years has been less
impressive (though with a
recent upturn), and the
nature of EM indices has
changed, with greater
concentration, especially in
technology stocks.

However, valuation
comparisons have
improved. An optimisation
analysis based Invesco’s
CMAs confirms that EM
equities could play a
strategic role in global
multi-asset portfolios.

If energy prices fall in 2027,
we think the global cycle
could strengthen. This has
historically been associated
with outperformance by EM
equities, especially by
EMEA, Lat Am and ex-
China indices.

Strategy & Insights

Insights
The strategic role of EM equities

Emerging market equities have been popular since the 1980s and
optimal allocations based on data since 1999 suggest an important
role within global multi-asset portfolios. However, the nature of EM
indices has changed, and post-Covid returns were disappointing
(though with a recent upturn). Nevertheless, our forward looking
analysis based on Invesco CMAs supports the conclusion that EM
equities can play a strategic role. From a cyclical perspective, we
think the global economy could strengthen in 2027 (if energy prices
weaken), which history suggests could support EM equities.

Main conclusions:

" Emerging market (EM) equities have provided strong returns over the period
since 1999 and would play an important role in optimal allocations based on that
data (especially at the higher volatility end of the efficient frontier).

" However, performance in the immediate post-Covid years was disappointing.
Despite the recent improvement, an optimisation analysis based on the last 10
years suggests no strategic role. Further, the nature of EM indices has changed,
with greater concentration and a heavier weighting in technology.

" On the positive side, EM equities are now relatively attractive compared to US
and global indices, which was not the case 10-20 years ago. Indeed, Invesco’s 10-
year CMA projections suggest that EM equity returns will be relatively attractive
over the next decade (see Figure 1). Optimisations based on those CMAs suggest
that EM equities could play an important role within global multi-asset portfolios,
confirming the earlier conclusion derived from longer data histories.

= Correlation analysis suggests that EM equities have outperformed when
cyclical indicators such as the US ISM Manufacturing index, the G20 leading index
and commodity prices are improving (especially for EMEA, Lat Am and ex-China
EM regions). On top of our strategic preference for EM equities, our view that the
global economy could strengthen in 2027 also leads us to a tactical preference.

Figure 1 — Global total returns in USD based on Invesco 10-year CMAs
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Notes: Though based on the projected returns provided by Invesco Solutions, these optimal
allocations do not represent their views, nor those of any other investment team at Invesco. Based
on Invesco’s 10-year capital market assumptions (CMAs), as provided by Invesco Solutions, as of 30
September 2026 (see appendices for definitions, methodology and disclaimers). The chart shows the
arithmetic average of total returns in US dollars, unless stated otherwise. The CMAs are based on the
following indices: Citigroup 3-Month US Treasury Bill Index (Cash), Bloomberg Global Treasury Index
(Govt), Bloomberg Global Aggregate Corporate Index (IG), Bloomberg Global High Yield Index (HY),
S&P GSCI Precious Metals Index (Gold), S&P GSCI Index (CTY), MSCI World Index (MSCI World),
MSCI Emerging Markets Index (MSCI EM). Size of bubbles is in proportion to the average pairwise
correlation with other assets shown in the chart. Source: Bloomberg, Citigroup, MSCI, S&P GSClI,
LSEG Datastream, Invesco Solutions and Invesco Strategy & Insights
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EM equities have
offered higher returns
than other global
assets, but with higher
volatility and elevated
correlation

EM equities dominate
optimal allocations at
the more volatile end
of the efficient frontier

Have recent
developments
impacted how we
should view EM
equities?
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Introduction

Emerging market (EM) equities has been a popular asset class since at least the
1980s. Common arguments in its favour are often centred on the possibility of
higher returns than on other assets, including developed market equities, and
diversification benefits. However, the asset class has gone through big changes
over recent decades, including the emergence of China as a large part of any
emerging market index and the more recent concentration in technology stocks. It
also feels as though it is harder to gain diversification benefits than used to be the
case. Is there still a case to be made for EM equities as a separate asset category
(distinct from global equities), and, if so, how has its role evolved?

Figure 2 shows the results of a simple analysis based on data since 1999 that puts
EM equities into a global multi-asset framework. A quick glance at Figure 2a
suggests that EM equity returns have been higher than for the other assets in the
study. That is encouraging, but those returns came with higher volatility and with
elevated correlation to other assets (the size of the bubbles is in proportion to the
average pairwise correlation with other assets). Hence, it is likely that EM equities
would have played an important role in optimal portfolios (especially given that the
asset class is on the efficient frontier), despite high volatility and correlation.

Figure 2b confirms just that, though the exercise was unconstrained and
therefore impractical for investors that impose diversification. EM equities
dominate optimal allocations at the more volatile end of the efficient frontier but are
not present in the low-to-mid volatility ranges. Cash, which is close to the other end
of the efficient frontier, dominates allocations in the lower volatility areas, while gold
dominates the mid-volatility segments (it is very close to the efficient frontier).

That is all well and good, but a lot has changed 1999. Leaving aside EM equities
for the moment, gold has gone from extreme lows to extreme highs (in real terms)
and it will be interesting to see if it plays the same dominant role when different
periods are used. China has emerged as the world’s second largest economy and
is now challenging the US, while India has more recently emerged as an economic
force. At the same time, the world is going through a demographic deceleration,
and some of the important members of EM equity indices are at the forefront of that
(China and South Korea, for example). Finally, the composition of EM equity
indices has changed massively, and it is not clear that the asset class still behaves
the same way. All of this will be the subject matter of the coming sections.

Figure 2a — Global total returns in USD (1999-2025)

Figure 2b — Unconstrained optimal allocations
along the efficient frontier (1999-2025)
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Notes: Past performance is no guarantee of future results. Figure 2a is based on calendar year data from 1999 to 2025 (as of 30
September 2026). It shows total returns in US dollars, unless stated otherwise. Calculated using spot price of gold, ICE BofA 0-3-month US
treasury index (Cash), ICE BofA Global Government Index (Govt), ICE BofA Global Corporate Index (IG), ICE BofA Global HY Index (HY),
S&P GSClI total return index for commodities (CTY), MSCI World Index (MSCI World) and MSCI Emerging Markets Index (MSCI EM). Size of
bubbles is in proportion to the average pairwise correlation with the other assets. Figure 2b shows the unconstrained optimal allocations along
the efficient frontier, based on the data in Figure 2a. Source: ICE BofA, MSCI, S&P GSCI, LSEG Datastream and Invesco Strategy & Insights
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Emerging economies
are a bigger share of
the world economy...

...as are emerging
market equities within
global markets

November 2026
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EM equities in a state of flux

The economies of emerging countries have become more important within the
global economy over recent decades (see Figure 3), with the gains due partly to a
rising share of world population but mainly to a closure of GDP per capita gaps.
Based on IMF data, EM economies had gone from 35% of the global economy in
1980 to 61% by 2025. The growth of the Chinese economy accounts for a large
part of that, going from 2.1% to 19.6%, while India’s economy went from 2.7% to
8.2%. The share of other emerging economies has been relatively stable, moving
from 30.2% to 32.7%. Among developed economies, the share of the US within the
global economy has fallen from 21.6% to 14.6%, while the share of other advanced
economies has fallen from 43.4% to 24.8%.

Figure 3 — Share of global GDP (%)
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Notes: Based on annual data from 1980 to 2026. Share of global economy is measured by the share of
global GDP using purchasing power parity exchange rates to convert to US dollars. Source: IMF Global
Economic Outlook October 2026, LSEG Datastream and Invesco Strategy & Insights

At the same time, emerging market equities have become more important within
global markets (see Figure 4). Starting at 6.8% in January 1995, the share of
emerging markets within global market capitalisation had risen to 22.5% by
September 2026 (with a peak at 28.5% in January 2021, as the popularity of
Chinese stocks peaked). That is based on MSCI indices, but our own calculations
based on broader World Bank data, gives similar results, with the share of equity
market capitalisation accounted for by low and middle income countries rising from
6.3% in 2003 to 23.3% by 2025 (China’s share went from 1.6% to 11.0% and
India’s from 1.0% to 7.5%).

Figure 4 — EM equities as a share of global market capitalisation (%)
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Notes: Past performance is no guarantee of future results. Based on monthly data from January
1995 to September 2026 (as of 30 September 2026). The chart shows the market capitalisation of MSCI
Emerging Markets Index as a percent of the sum of the market capitalisations of the MSCI World and
MSCI Emerging Markets indices. Source: MSCI, Bloomberg and Invesco Strategy & Insights
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EM equity indices have
also evolved

Indices appear more
concentrated in a few
countries...

and technology now
dominates...

which could reduce
the diversification
potential of EM indices

November 2026
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Just as emerging economies and stock markets have played a more important role
within the global economy and global markets, the composition of emerging market
indices has changed, suggesting that what investors own when they invest in
emerging markets has evolved.

Focusing on the MSCI Emerging Markets Index, even the last 20 years has seen
important changes in composition. For example, on 31 August 2006, the five
largest national components of the MSCI Emerging Markets Index were South
Korea (19.1%), Taiwan (13.8%), Brazil (11.5%), China (9.0%) and South Africa
(8.9%). That suggests a mix of manufacturing and commodities were dominant.

By 31 August 2026, the five largest markets were Taiwan (27.5%), South Korea
(20.8%), China (16.9%), India (11.2%) and Brazil (3.9%). That suggests the index
has become more concentrated, with the top five markets now accounting for more
than 80% of the index versus 62% in 2006. Based on those country weighting
changes, commodity producers now seem less important than they were, and
technology seems to have become more important.

Indeed, Figure 5 shows how the technology sector has become more important,
accounting for 41.6% of the index on 31 August 2026, versus less than 12% in
August 2011 (a time when financials, materials and energy were the dominant
sectors, with commodity related sectors benefitting from the commodity super-cycle
of the first decade of this century). Financials remain important (20.7% of the index,
as of 31 August 2026) but most other sectors have been squeezed by technology
(commodity related sectors also suffered from the weakness of commodity prices
as the super-cycle deflated).

Hence, investing in emerging markets seems like a different proposition today than
it was 20 or 30 years ago. In recent years, EM ex-China indices have become
popular, ostensibly to reduce the dominance of China within portfolios (China
accounted for 30% of the MSCI EM index at the end of 2020). The logic being that
the Chinese market was so big, that it merited separate consideration. Perhaps the
same logic could apply today to the technology sector. Although the dominance of
technology stocks may render EM investing more compelling to many investors, it
could also make EM indices less useful as diversifiers versus the US market, say.

Given the changing nature of emerging indices, it may be worth considering the
use of data from shorter periods to test whether the conclusions shown in Figure 2
remain valid. This will be covered in the next section.

Figure 5 — The evolving sector composition of MSCI Emerging Markets Index

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

2006 2011 2016 2021 2026
m Technology ® Financials m Consumer Disc. ®Industrials ® Materials
mComm Svcs m Energy m Cons. Staples ® Health Care m Utilities

Notes: Past performance is no guarantee of future results. The chart shows the sector composition
of the MSCI Emerging Markets Index at five points in time (31 August 2006, 31 August 2011, 31 August
2016, 31 August 2021 and 31 August 2026). As of 31 August 2026. “Consumer Disc.” Is consumer
discretionary, “Cons. Staples” is consumer staples, “Comm Svcs” is communication services.

Source: MSCI, Bloomberg, Invesco Strategy & Insights
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EM equity returns have
been disappointing in
the last 10 years

A repeat of those
returns would suggest
no role for EM equities
in optimal allocations

But there are reasons
to doubt the last 10
years will provide a
template for the future
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Recent history is less supportive of EM equities

Figure 6a suggests that if we focus on the last 10 years, the performance of global
assets is similar to that of the original period since 1999, in that EM equities have
been more volatile than most other assets. However, despite the higher volatility,
EM equity returns have been lower than for both gold and MSCI World.

Figure 6a splits the EM equity performance into MSCI China and MSCI EM ex-
China, since the poor performance of Chinese equities was an important factor in
depressing MSCI EM returns over 10 years (China was 21% of the MSCI EM index
at end-August 2016). But, as can be seen, even MSCI EM ex-China returns were
marginally lower than those of MSCI World and gold.

Figure 6b shows that this translates into there being no role for either MSCI China
or MSCI EM ex-China within optimal allocations along the efficient frontier. Those
optimal allocations are split between MSCI World, gold, commodities and cash
(again the exercise was unconstrained and therefore impractical for
investors that impose diversification).

It may seem odd that commodities (CTY) play a role in the optimal allocations
despite generating lower returns than MSCI EM ex-China, with higher volatility. The
answer to that conundrum is that commodities offered better diversification
possibilities (lower correlation to other assets), as indicated by the small bubble.
The same is also true for cash and gold. On the other hand, MSCI EM ex-China
offered no particular advantage as a diversifier. MSCI China appears to have been
a better diversifier, but the low returns count against it.

So, does that imply we should ignore EM equities within global multi-asset
portfolios? If we expect the last 10 years to be a guide to future asset returns, the
answer would be yes. However, we think there are reasons to doubt the returns
shown in Figure 6a will be repeated: first, the low fixed income returns were the
result of a normalisation of yields that we think were artificially depressed 10 years
ago (by central bank QE policies); second, we doubt that gold returns will continue
to be so impressive (starting at a very low point in real terms at the turn of the
century, gold’s recent performance has exceeded long term returns); finally, just as
Chinese equity returns have been depressed over the last 10 years, US equity
returns have been exceptional and we expect a reversal of that comparison (based
on valuations). Indeed, EM equity relative returns have improved since early 2025.

Figure 6a — Risk versus reward for global assets
and the efficient frontier (2016-2026)
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Figure 6b — Optimal allocations along the efficient
frontier for global assets (2016-2026)
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Notes: Past performance is no guarantee of future results. Figure 6a is based on monthly data from September 2016 to August 2026 (as of
31 August 2026). It shows total returns in US dollars, unless stated otherwise. Calculated using spot price of gold, ICE BofA 0-3-month US
treasury index (Cash), ICE BofA Global Government Index (Govt), ICE BofA Global Corporate Index (IG), ICE BofA Global HY Index (HY),
S&P GSCI total return index for commodities (CTY), MSCI World Index (MSCI World), MSCI China index (MSCI China) and MSCI Emerging
Markets ex-China Index (MSCI EM ex-China). Size of bubbles is in proportion to average pairwise correlation with other assets in the chart.
Figure 6b shows the unconstrained optimal allocations along the efficient frontier, based on the data in Figure 6a. It shows only those assets
for which the allocations are non-zero. Source: ICE BofA, MSCI, S&P GSCI, Bloomberg, LSEG Datastream, Invesco Strategy & Insights
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The underperformance
of EM equities in
recent decades was
due in part to the
divergence of
valuations

We doubt that will be
repeated over the next
10 years, which
encourages a more
positive view on EM
equities
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But valuations could favour EM equities over the medium-to-long term
Changes in valuations may have been an important factor in the underperformance
of EM equities versus US and global indices over the last 10-15 years. Figure 7
shows that the cyclically adjusted PE ratios of China A share and emerging market
indices have barely changed in the period since early 2013, based on Datastream
indices (we use cyclically adjusted ratios to dampen the distorting effect of earnings
cycles). Over that same period, the CAPE of the US market has more than
doubled, which has also pulled up the global CAPE.

In fact, an even bigger contrast is given if we go back to October 2007, when the
China A CAPE was 91.4. That had fallen to 15.8 by the end of September 2026,
and the Datastream China A index has fallen by 39% over the intervening period.
Over the same period, the EM CAPE halved (from 38.1 to 19.1), and the
Datastream Emerging Market index rose by only 12%. On the other hand, the US
CAPE had risen from 29.9 in October 2007 to 45.2 in September 2026, and the
Datastream US index had risen by 368%. Clearly, the difference in performance
also reflects the divergence in earnings growth but valuations played a role.

It is difficult to imagine that the Chinese market was ever so expensive or indeed
that the EM CAPE was higher than that of the US (China accounted for about
16.2% of the MSCI EM index at that time). In fact, when the long period of US
market outperformance started in early 2008 (based on MSCI USA versus MSCI
World ex-USA), the US CAPE was lower than those of China, emerging markets,
Japan and Europe ex-UK.

Clearly, the valuation comparisons are no longer the same, which is one reason
why we believe the last 10-15 years may be misleading when it comes to the future
relative performance of emerging market equities. We doubt the US market will be
as expensive in 10 years as it is today, which we think will dampen its performance
(and that of global indices). Hence, we suspect the full data history shown in Figure
2 provides a better guide to future returns than just the last 10 years. This also
applies to the fixed income returns that we think were distorted downward in the
most recent period. This thought is developed in the section that uses Invesco’s
10-year CMAs as a way of forecasting future returns.

Across EM regions, there is also an interesting divergence of valuations. The
region with the lowest CAPE is Emerging Europe (12.6), followed by Latin America
(14.6). Like China, those CAPEs are below historical norms (measured since
December 2004), while that for Asia ex-Japan (22.0) is above its historical norm.

Figure 7 — Cyclically adjusted PE ratios
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Invesco’s 10-year
CMAs suggest EM
equities will produce
the highest returns
among the assets we
consider

Not surprisingly, they
also play an important
role within optimal
allocations (at the
more volatile end of
efficient frontier)
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EM equities feature in optimal allocations based on Invesco CMAs

One way to allow for the above factors is to use Invesco’s forward looking capital
market assumptions to forecast returns over the next 10 years. These CMAs are
based partly on current valuations and therefore allow for the sort of valuation
discrepancies mentioned above, along with consideration of other factors including
potential currency returns and future earnings growth (in the case of equity assets).
Figure 8a shows the resultant returns (Appendix 4 shows the data for a more
complete set of assets, along with the indices upon which these returns are based).

Importantly, those CMAs suggest that EM equities will produce the highest returns
among the assets shown in Figure 8a, though it is also presumed it will be among
the most volatile (and most correlated to other assets). Compared to Figure 2a, the
most notable difference is the negative return expected on gold (we have used the
CMA projections for precious metals as a proxy for gold). After a long period of
strong returns, the presumption is that gold/precious metals are now expensive.
The other notable change is the higher returns now expected on cash, government
bonds and investment grade credit (now that yields have normalised upward).

The resultant efficient frontier runs from cash to the MSCI EM asset class, passing
near to HY. The optimal allocations along that efficient frontier are shown in Figure
8b. EM equities now play an important role in optimal allocations at the upper end
of the volatility spectrum (accepting that the exercise was unconstrained and
therefore impractical for investors that impose diversification). That is a
similar outcome to when the full set of historical returns from 1999 were used
(Figure 2b) but is different to the outcome based on more recent data (Figure 6b).

Cash dominates the allocations at the low-volatility end of the efficient frontier,
while HY dominates the mid-volatility section. Both IG and government bonds
appear fleetingly (at the low-volatility end) but not enough to be visible. Not
surprisingly, gold no longer features in the optimal allocations, whereas it was very
important when using historical returns. Finally, the low correlation of commodities
with other assets is not enough to overcome the assumed high volatility.

In conclusion, though recent history suggests that EM equities should play no role
in optimal allocations, Invesco’s 10-year CMAs give a more constructive outcome.

Figure 8a — Global total returns in USD based on

Invesco 10-year CMAs

Figure 8b — Unconstrained optimal allocations
along the efficient frontier using Invesco CMAs
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Notes: Though based on the projected returns provided by Invesco Solutions, these optimal allocations do not represent their views,

nor those of any other investment team at Invesco. Figure 8a is based on Invesco’s 10-year capital market assumptions CMAs), as provided
by Invesco Solutions, as of 30 September 2026 (see appendices for definitions, methodology and disclaimers). The chart shows the arithmetic
average of total returns in US dollars, unless stated otherwise. The CMAs are based on the following indices: Citigroup 3-Month US Treasury
Bill Index (Cash), Bloomberg Global Treasury Index (Govt), Bloomberg Global Aggregate Corporate Index (IG), Bloomberg Global High Yield
Index (HY), S&P GSCI Precious Metals Index (Gold), S&P GSCI Index (CTY), MSCI World Index (MSCI World), MSCI Emerging Markets
Index (MSCI EM). Size of bubbles is in proportion to the average pairwise correlation with other assets shown in the chart. Figure 8b shows
the unconstrained optimal allocations along the efficient frontier, based on the data shown in Figure 8a (only assets with non-zero weightings
are shown). Source: Bloomberg, Citigroup, MSCI, S&P GSCI, LSEG Datastream, Invesco Solutions and Invesco Strategy & Insights
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Relative EM equity
performance has been
negatively correlated
to USD, but that may
be a feature of the
index construction
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Tactical considerations: cyclical and financial drivers of EM equities

It is tempting to believe that the performance of emerging market equities is driven
by global economic and financial cycles (in particular those of the US). Figure 9
shows the correlation between the relative performance of EM stocks and a range
of economic and financial indicators. The clearest correlation appears to be with
the US dollar (USD TWI), though that negative correlation may be biased by the
fact that the US market dominates MSCI World, so that when the dollar weakens it
benefits emerging market indices relative to MSCI World.

Figure 9 — Correlation between relative performance of MSCI EM indices and
cyclical/financial drivers (1999-2026)
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Notes: Past performance is no guarantee of future results. Based on correlations between monthly
changes from January 1999 to August 2026, using total return MSCI indices in US dollars (MSCI EM
indices are divided by the MSCI World index to give a measure of relative performance). “EM” is
emerging markets. The drivers are ranked by the “EM/World” correlation coefficient. See appendices for
definitions, methodology and disclaimers. As of 30 September 2026.

Source: MSCI, Bloomberg, LSEG Datastream and Invesco Strategy & Insights

Otherwise, the clearest correlations appear to be with commaodity prices, the G20
leading index and the US ISM Manufacturing index (all with positive correlations).
Figure 10 shows the correlations for a broader range of EM indices and indicates
their statistical significance (blue is statistically significant, pink is not).

Figure 10 — Correlation between relative performance of MSCI EM indices and cyclical/financial drivers

MSCI EM/ MSCI EM MSCI EM MSCI EM Lat MSCI EM ex- MSCI

World Asia/World EMEA/World Am/World China/World China/World

GSCI Total Return 0.19 0.07 0.33 0.32 0.22 0.08
GSCI Spot 0.22 0.09 0.35 0.33 0.25 0.11
USD TWI -0.37 -0.29 -0.32 -0.30 -0.36 -0.21
uUs 3M 0.05 0.00 0.13 0.14 0.11 -0.05
Us 10Y 0.05 0.03 0.08 0.11 0.07 0.00
US ISM Manuf 0.12 0.09 0.11 0.14 0.13 0.02
US Core CPI -0.08 -0.08 -0.05 0.07 -0.09 -0.03
G20 Leading Index 0.13 0.09 0.13 0.18 0.15 0.04
Fed Funds Target 0.02 -0.04 0.09 0.12 0.05 0.01
10Y-3M US curve 0.01 0.02 -0.02 -0.01 -0.02 0.04
Fed regimes 0.00 -0.04 0.04 0.08 0.02 -0.04

Note: Past performance is no guarantee of future results. Based on correlations between monthly changes from January 1999 to August
2026, using total return MSCI indices in US dollars (MSCI EM indices are divided by the MSCI World index to give a measure of relative
performance). “EM” is emerging markets. The colour coding relates to the statistical significance of the correlation coefficients (blue suggests
significantly different from zero, pink suggests not significantly different from zero, assuming a two-tailed distribution, at the 95% confidence
level). See appendices for definitions, methodology and disclaimers. As of 30 September 2026.

Source: MSCI, Bloomberg, LSEG Datastream and Invesco Strategy & Insights
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Cyclical indicators
such as the US ISM,
G20 leading index and
commodity prices
seem to be positively
correlated with EM
relative performance
(especially in the
EMEA, Lat Am and ex-
China regions)

Financial drivers are
not significantly
correlated to ongoing
EM performance, but
elevated US interest
rates and USD have
been associated with
future strong relative
returns

Elevated cyclical
drivers have tended to
be associated with
poor future EM returns

Strategy & Insights

Figure 10 suggests that commaodity prices have an important relationship with EM
equities. Not surprisingly (given the commodity endowments involved), MSCI
EMEA and Lat Am appear to be the biggest EM beneficiaries of rising commodity
prices (the three largest markets in the EMEA index are South Africa, Saudi Arabia
and the United Arab Emirates, as of 30 September 2026). Though the correlations
are not as strong, the same conclusions apply to the G20 leading index and US
ISM Manufacturing index (they are positive for all regions but statistically
insignificant for Asia and China). The EMEA, Lat Am and ex-China regions seem to
be most correlated to the global cycle. On the other hand, apart from the dollar, the
financial drivers appear to lack statistical significance in the majority of cases.

However, when we look at predictive power, rather than contemporaneous
correlations, there appears to be more of a role for financial variables. Figure 11
shows the correlation between the level of cyclical and financial drivers and the
relative return on EM equity indices over the following 24 months. Some results
may seem counterintuitive. For example, future EM equity performance appears to
be positively correlated with the US 10-year yield, the Fed Funds Target rate, the
US 3-month yield and the US dollar. One explanation could be that when rates,
yields and the dollar are high, the future direction is more likely to be downward,
which may benefit EM assets.

Cyclical drivers (spot commodity prices, US ISM Manufacturing, G20 leading
index), appear to be negatively correlated with future relative EM equity returns.
Perhaps the stronger the global economy (and the more mature the cycle), the
greater the risk of future downturn.

Across regions, it seems the most consistent relationships (judging by the
statistical significance of correlations) are found in the EMEA region, while the least
reliable correlations are found in Latin America (except commodities) and China.

In summary, EM equity indices have tended to outperform when USD weakens,
and when commaodity prices, leading indicators and US ISMs are strengthening.
However, absolute strength in those cyclical indicators or a weak USD/low US
interest rates have been signs of future underperformance.

Figure 11 — Correlation between two-year ahead relative performance of MSCI EM indices and

cyclical/financial drivers

MSCI EM/ MSCI EM MSCI EM MSCI EM Lat MSCI EM ex- MSCI

World Asia/World EMEA/World Am/World China/World China/World

GSCI Total Return 0.31 0.37 0.15 0.27 0.23 0.50
GSCI Spot -0.54 -0.36 -0.67 -0.53 -0.58 -0.16
USD TWI 0.15 0.09 0.21 0.10 0.23 -0.09
uUs 3M 0.35 0.34 0.24 0.24 0.32 0.24
Us 10Y 0.60 0.50 0.58 0.47 0.55 0.35
US ISM Manuf -0.35 -0.43 -0.33 -0.03 -0.37 -0.13
US Core CPI -0.12 -0.09 -0.15 -0.09 -0.08 -0.13
G20 Leading Index -0.14 -0.15 -0.20 0.01 -0.21 0.04
Fed Funds Target 0.36 0.35 0.24 0.24 0.33 0.23
10Y-3M US curve 0.08 0.00 0.24 0.13 0.08 0.00
Fed regimes -0.18 -0.21 -0.25 -0.04 -0.23 0.01

Note: Past performance is no guarantee of future results. Based on correlations between the level of cyclical and financial drivers and the
returns over the following 24 months on MSCI EM indices relative to MSCI World, from December 1998 to August 2026, using total return
MSCI indices in US dollars (MSCI EM indices are divided by the MSCI World index to give a measure of relative performance). “EM” is
emerging markets. The colour coding relates to the statistical significance of the correlation coefficients (blue suggests significantly different
from zero, pink suggests not significantly different from zero, assuming a two-tailed distribution, at the 95% confidence level). See appendices
for definitions, methodology and disclaimers. As of 30 September 2026.

Source: MSCI, Bloomberg, LSEG Datastream and Invesco Strategy & Insights
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Conclusions

Using data since the start of this century suggests that EM equities have
outperformed other global assets and would feature among optimal allocations
along the efficient frontier based on those historical returns.

But EM investing has changed in recent decades. EM equity indices have become
more concentrated in a limited number of markets, with China at one stage
accounting for 30% of the MSCI EM index, while Taiwan is now approaching that
level (the five biggest markets now account for more than 80% of the index).

The sector composition has also changed, with technology now accounting for
more than 40% of the MSCI EM index. That may be viewed positively, but it also
suggests that EM indices offer less diversification versus a tech-heavy US market.

Even worse, data from the last 10 years shows that poor Chinese market
performance has dampened EM returns (despite the upturn in recent years). Even
if we focus on EM ex-China markets, there would be no role for EM equities within
a diversified global framework, based on optimal allocations along the efficient
frontier generated from those 10 years of data.

However, we have reason to believe that the last 10 years will not be repeated,
largely because of valuation considerations (with China less expensive than usual
and the US close to historical peaks, when using cyclically adjusted PE ratios).
Indeed, Invesco’s 10-year CMAs support that notion, with EM equity returns
predicted to be the highest among the global assets considered in this document.
This brings us full circle to the conclusion that EM equities could play a strategic
role in global multi-asset portfolios.

Considering shorter term cyclical influences, EM equities seem to outperform
global equities when indicators such as the US ISM Manufacturing index, the G20
leading index and commaodity prices are rising (the EMEA, Lat Am and ex-China
regions appear to be more cyclical than Asia). However, there can be too much of
a good thing: when those cyclical indicators reach elevated levels, future EM
relative performance has tended to be negative (presumably because the cyclical
indicators then decline).

Interestingly, though financial drivers are not significantly correlated to ongoing EM
equity performance, elevated levels of US interest rates and the US dollar have
been associated with future outperformance by EM equities, with statistical
significance (we presume because those interest rates and the dollar fall from
those elevated levels).

We believe the global economy remains in expansion mode, despite the
challenges presented during 2025 and 2026. We also expect energy prices to
decline during 2027, as energy flows improve and shipping costs fall (as Middle
East tensions eventually ease). That leads us to believe that cyclical indicators
could actually improve in 2027, which is why we continue to favour EM equities
within a global multi-asset framework (though energy producers outside the Middle
East may suffer).

For professional/institutional/qualified/accredited investors only 10
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Appendices: Definitions, methodology and disclaimers

Appendix 1: Correlation with cyclical/financial drivers’ analysis
Correlations are calculated between the performance of several emerging market
indices (relative to MSCI World) and various potential cyclical and financial drivers.

The emerging market indices are based on MSCI total return indices in US dollars
and are as follows:
e MSCI EM/World (or EM/World) is the MSCI Emerging Markets Index
divided by the MSCI World Index.
e MSCI EM Asia/World is the MSCI Emerging Markets Asia Index divided by
the MSCI World Index.
e MSCI EM EMEA/World is the MSCI Emerging Markets EMEA Index
divided by the MSCI World Index.
e MSCI EM Lat Am/World is the MSCI Emerging Markets Latin American
Index divided by the MSCI World Index.
e MSCI EM ex-China/World (or EM ex-China/World) is the MSCI Emerging
Markets ex China Index divided by the MSCI World Index.
e MSCI China/World (or China/World) is the MSCI China Index divided by
the MSCI World Index.

The cyclical and financial drivers are:

e GSCI Total Return is the S&P GSCI Commodity Total Return Index.

e GSCI Spot is the S&P GSCI Commodity Index (using the price of futures
contracts but not rolling returns or collateral yield).

e US ISM Manuf. is the US ISM Manufacturing Index.

e (G20 Leading Index or G20 Leading Indicator is the amplitude adjusted
leading indicator provided by the OECD.

e US 3M and US 10Y and are the 3-month and 10-year US treasury yields.

e 10Y-3M US curve is the difference between the 10-year and 3-month US
treasury yields.

e Fed Funds Target is the upper end of the target range set by the US
Federal Reserve Bank for its policy interest rate (the Federal Funds rate).

e Fed regimes is a variable designed to indicate whether the Fed is
tightening or easing (the score is +1 in periods when the Fed is raising its
policy rate, -1 when it is cutting interest rates and 0 in the periods between
tightening and easing cycles).

e USD TWI is the Trade Weighted Index of the US dollar (calculated by
Goldman Sachs).

The monthly changes used are in percent form, except for interest rates, yields and
spreads, which are in the form of basis point changes.

Appendix 2: Efficient frontier

The efficient frontier is the set of optimal portfolios that offer the highest expected
return for a defined level of risk or the lowest risk for a given level of expected
return.

For professional/institutional/qualified/accredited investors only 11
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Appendix 3: Invesco Solutions Capital Market Assumptions methodology
and proxy indices (Figures1, 8a, 8b and Appendix 4)

We show a summary of the Capital Market Assumptions produced by Invesco’s
Solutions team (Solutions) and this is a summary of their methodology.

Invesco Solutions employ a fundamentally based “building block” approach to
estimating asset class returns. Estimates for income and capital gain components
of returns for each asset class are informed by fundamental and historical data.
Components are then combined to establish estimated returns. This is a summary
of key elements of the methodology used to produce long-term (10-year)
estimates.

Fixed income returns are composed of the average of the starting (initial) yield
and expected yield for bonds, estimated changes in valuation given changes in the
Treasury yield curve, roll return which reflects the impact on the price of bonds that
are held over time, and a credit adjustment which estimates the potential impact on
returns from credit rating downgrades and defaults.

Equity returns are composed of: a dividend yield, calculated using dividend per
share divided by price per share, buyback yield, calculated as the percentage
change in shares outstanding resulting from companies buying back or issuing
shares, valuation change, the expected change in value given the current
Price/Earnings (P/E) ratio and the assumption of reversion to the long-term
average P/E ratio, and the estimated growth of earnings based on the long-term
average real GDP per capita and inflation.

Alternative returns are composed of a variety of public versus private assets with
heterogenous drivers of return given their distinct nature. They range from a beta
driven proxy to public markets or a bottom up, building block methodology like that
of fixed income or equities, depending on whether they are more bond like or stock
like.

Risk estimates, including individual volatilities, cross-asset correlations, and the
covariance matrix, for the different asset classes displayed are derived using the
MSCI Barra Multi-Asset Class (MAC) factor model. Please refer to the MSCI MAC
methodology for more information about the model.

For the full Capital Market Assumptions methodology, please contact the Solutions
team.

The Capital Market Assumptions returns shown in Figures 1 and 8a are based on
the following indices:

Cash: Citigroup 3-Month US Treasury Bill Index

Global Government Bonds: Bloomberg Global Treasury Index

Global Investment Grade: Bloomberg Global Aggregate Corporate Index
Global High Yield: Bloomberg Global High Yield Index

Gold: S&P GSCI Precious Metals Index

Commodities: S&P GSCI Index

Global Equities: MSCI World Index

Emerging Market Equities: MSCI Emerging Markets Index

For professional/institutional/qualified/accredited investors only 12
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Appendix 4: Invesco 10-year Capital Market Assumptions (USD version)

Expected Expected Expected Arithmetic
geometric arithmetic Risk return to
Asset Class Index return % return% % risk ratio
US cash Citi 3 Month Thill 3.6 3.6 0.0 36378.69
US tsy Bloomberg US Treasury 5.6 5.8 59 0.99
US Treasury Long BBG US Treasury Long 6.7 74 121 0.61
US TIPS BBG US TIPS 5.7 5.8 5.7 1.02
US Bank Loans Credit Suisse Leverage Loan Index 7.2 75 7.6 0.98
US Aggregate BBG US Aggregate 5.9 6.1 6.1 1.00
US Inv Grd Corps BBG US Investment Grade 6.4 6.6 7.7 0.86
US MBS BBG US MBS 6.5 6.7 6.6 1.00
US High-Yield Corps BBG US High Yield 7.2 7.6 9.4 0.81
US Muni BOA ML US Muni 5.6 5.8 6.9 0.84
US HY Muni BBG US Muni Bond HY 6.4 6.8 8.3 0.81
Global Aggregate BBG Global Aggregate 5.4 5.7 7.5 0.76
Global Treasury BBG Global Treasuries 55 5.9 9.0 0.66
Global Inv Grd BBG Global Corporate Inv Grd 6.1 6.5 8.4 0.77
Eurozone Corporate BBG Euro Aggregate Credit - Corporate 5.9 6.8 13.8 0.49
Eurozone Treasury BBG Euro Aggregate Government - Treasury 6.5 7.3 13.2 0.55
EM Aggregate BBG EM Aggregate 6.6 7.3 13.0 0.56
China RMB Credit BBG China Corporate 5.7 5.8 3.3 1.76
World Equity MSCI World 5.9 71 16.3 0.44
World Ex-US Equity MSCI World Ex-US 7.9 9.5 18.4 0.51
US Broad S&P 1500 5.2 6.6 17.3 0.38
US Large Cap S&P 500 5.1 6.3 16.6 0.38
US Mid Cap S&P 400 8.3 9.9 19.2 0.52
US Small Cap S&P 600 5.2 7.5 22.6 0.33
MSCI Europe MSCI Europe 8.2 9.8 18.6 0.53
Eurozone MSCI Euro X UK 8.1 9.8 19.6 0.50
Canada S&P TSX 6.4 8.2 19.9 0.41
Japan MSCI JP 8.5 10.6 22.0 0.48
Emerging Market MSCI EM 6.2 8.8 243 0.36
Asia Pacific Ex JP MSCI APXJ 71 9.7 244 0.40
China equity MSCI China 8.5 10.9 23.6 0.46
Hedge Funds HFRI HF Index 5.4 5.8 8.4 0.69
Commodities S&P GSClI 5.1 7.6 23.9 0.32
Agriculture S&P GSCI Agriculture 43 6.3 20.8 0.30
Energy S&P GSCI Energy 7.4 13.1 375 0.35
Industrial Metals S&P GSCl Industrial Metals 23 4.9 235 0.21
Precious Metals S&P GSClI Precious Metals -5.8 -4.1 18.5 -0.22

Notes: Estimates as of 30 September 2026, as published in Long-Term Capital Market Assumptions (October 2025). These estimates reflect
the views of Invesco Solutions; the views of other investment teams at Invesco may differ from those presented here. Please note that as of
March 31, 2025, Invesco Solutions have changed the methodology of their risk model for estimating volatility and correlations, now utilizing
the MSCI Barra Multi-Asset Class (MAC) factor model. There is no guarantee that these views will come to pass. TIPS = treasury inflation
protected securities, MBS = mortgage-backed securities.

Source: Invesco Solutions
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Investment risks
The value of investments and any income will fluctuate (this may partly be the result of exchange rate fluctuations)
and investors may not get back the full amount invested.

Important information

Data as of 30 September 2026 unless stated otherwise.

By accepting this document, you consent to communicating with us in English, unless you inform us otherwise.

This marketing communication is for informational purposes only and is intended only for Professional Clients
and Financial Advisers in Continental Europe (as defined below); Professional Clients only in Dubai, Ireland, the
Isle of Man, Jersey, Guernsey and the UK; for Qualified Clients/Sophisticated Investors in Israel; for
Professional/Qualified/Sophisticated Investors in Bahrain, Jordan, Kuwait, Lebanon, Mauritius, Oman, Qatar,
Saudi Arabia, South Africa, Tunisia, Turkey, and the United Arab Emirates; for Professional Investors in Hong
Kong; for certain specific sovereign wealth funds and/or Qualified Domestic Institutional Investors approved by
local regulators only in the People’s Republic of China; for Sophisticated/Professional Investors in Australia; for
Institutional Investors in the United States, India and Peru; for institutional and/or accredited investors in
Singapore and Mexico; for AFPs and Qualified Investors in Chile and Colombia; for one-on-one use for
Institutional Investors in Brazil; for Wholesale Investors (as defined in the Financial Markets Conduct Act) in New
Zealand; for certain specific Qualified Institutions and/or Sophisticated Investors only in Taiwan; for Qualified
Professional Investors in Korea; for certain specific institutional investors in Brunei and Indonesia; for Qualified
Institutional Investors and/or certain specific institutional investors in Thailand; for qualified buyers in Philippines
and for certain specific institutional investors in Malaysia, upon request, for informational purposes only. This
document is only intended for use with Qualified Institutional Investors in Japan; in Canada, this document is
restricted to Institutional Investors and Advisors, is for educational purposes only, does not constitute investment,
tax or legal advice and should not be relied on as such. It is not intended for and should not be distributed to the
public. This is not to be construed as an offer to buy or sell any financial instruments and should not be relied
upon as the sole factor in an investment making decision. As with all investments there are associated inherent
risks. Please obtain and review all financial material carefully before investing. All material presented is compiled
from sources believed to be reliable and current, but accuracy cannot be guaranteed.

Continental Europe is defined as Andorra, Austria, Belgium, Bulgaria, Czech Republic, Croatia, Denmark,
Finland, France, Germany, Gibraltar, Greece, Hungary, Italy, Kosovo, Latvia, Lithuania, Liechtenstein,
Luxembourg, Malta, Monaco, Netherlands, North Macedonia, Norway, Poland, Portugal, Romania, Slovakia,
Slovenia, Spain, Sweden and Switzerland.

This is marketing material and not financial advice. It is not intended as a recommendation to buy or sell any
particular asset class, security or strategy. Regulatory requirements that require impartiality of
investment/investment strategy recommendations are therefore not applicable nor are any prohibitions to trade
before publication.

Views and opinions are based on current market conditions and are subject to change.

These materials may contain statements that are not purely historical in nature but are “forward-looking
statements.” These include, among other things, projections, forecasts, estimates of income, yield or return,
future performance targets, sample or pro forma portfolio structures or portfolio composition, scenario analysis,
specific investment strategies and proposed or pro forma levels of diversification or sector investment. These
forward-looking statements can be identified by the use of forward-looking terminology such as “may,” “will,”
“should,” “expect,” “anticipate,” “project,” “estimate,” “intend,” “continue,” “target,” “believe,” the negatives thereof,
other variations thereon or comparable terminology. Forward looking statements are based upon certain
assumptions, some of which are described herein. Actual events are difficult to predict, are beyond the Issuer’s
control, and may substantially differ from those assumed. All forward-looking statements included herein are
based on information available on the date hereof and Invesco assumes no duty to update any forward-looking
statement.

” o« ” o« ” . ” o«
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Australia

This document has been prepared only for those persons to whom Invesco has provided it. It should not be relied
upon by anyone else. Information contained in this document may not have been prepared or tailored for an
Australian audience and does not constitute an offer of a financial product in Australia. You may only reproduce,
circulate and use this document (or any part of it) with the consent of Invesco.

The information in this document has been prepared without taking into account any investor’s investment
objectives, financial situation or particular needs. Before acting on the information the investor should consider its
appropriateness having regard to their investment objectives, financial situation and needs.

You should note that this information:

= may contain references to dollar amounts which are not Australian dollars;

= may contain financial information which is not prepared in accordance with Australian law or practices;

= may not address risks associated with investment in foreign currency denominated investments; and

= does not address Australian tax issues.

New Zealand

This document is issued only to wholesale investors (as defined in the Financial Markets Conduct Act) in New
Zealand to whom disclosure is not required under Part 3 of the Financial Markets Conduct Act. This document
has been prepared only for those persons to whom it has been provided by Invesco. It should not be relied upon
by anyone else and must not be distributed to members of the public in New Zealand. Information contained in
this document may not have been prepared or tailored for a New Zealand audience. You may only reproduce,
circulate and use this document (or any part of it) with the consent of Invesco. This document does not constitute
and should not be construed as an offer of, invitation or proposal to make an offer for, recommendation to apply
for, an opinion or guidance on Interests to members of the public in New Zealand. Applications or any requests
for information from persons who are members of the public in New Zealand will not be accepted.

Issued in Australia and New Zealand by Invesco Australia Limited (ABN 48 001 693 232), Level 26, 333 Collins
Street, Melbourne, Victoria, 3000, Australia which holds an Australian Financial Services Licence no. 239916.

Israel: This document may not be reproduced or used for any other purpose, nor be furnished to any other
person other than those to whom copies have been sent. Nothing in this document should be considered
investment advice or investment marketing as defined in the Regulation of Investment Advice, Investment
Marketing and Portfolio Management Law, 1995 (“Investment Advice Law”). Neither Invesco Ltd. nor its
subsidiaries are licensed under the Investment Advice Law, nor does it carry the insurance as required of a
licensee thereunder.

India: This document is for intended recipient only and should not be distributed to, or relied upon, by members
of the public or retail investors. The information herein is presented for discussion and illustrative purposes only
and is not a recommendation or an offer to buy or sell any securities or investment advisory services. The
distribution and offering of this document in certain jurisdictions may be restricted by law. Persons into whose
possession this material may come are required to inform themselves about and to comply with any relevant
restrictions. This does not constitute an offer or solicitation by anyone in any jurisdiction in which such an offer is
not authorised or to any person to whom it is unlawful to make such an offer or solicitation. This document is not
to be distributed to any other party. It should not be distributed to clients who are resident in jurisdiction where its
distribution is not authorized or is unlawful. It is not an offering for any securities or services and is intended for
information purposes only. Certain information included herein is based on information obtained from sources
considered to be reliable, however, Invesco Ltd. and its affiliates (“Invesco Ltd.”) do not guarantee the accuracy
of such information, and such information may be incomplete or condensed and are provided for discussion
purposes only. This presentation may not be transmitted, reproduced or made available to any other person. The
information contained herein is proprietary and confidential to Invesco Ltd. and its affiliates and may not be
disclosed to third parties or duplicated or used for any purpose other than the purpose for which it has been
provided. Any unauthorized use, duplication or disclosure of this presentation is prohibited by law. Please note
that the information appearing herein is accurate only as of the date hereof or as specifically indicated herein. It
may contain statements that are "forward-looking statements," which are based on certain assumptions of future
events. Forward-looking statements are based on information available on the date hereof, and Invesco does not
assume any duty to update any forward-looking statement. Actual events may differ from those assumed. There
can be no assurance that forward-looking statements, including any projected returns, will materialize or that
actual market conditions and/or performance results will not be materially different or worse than those
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presented. Certain data and other information contained herein have been supplied by outside sources and are
believed to be reliable as of the date of this document.

This document is provided by Invesco Management S.A., President Building, 37A Avenue JF Kennedy, L-1855
Luxembourg, regulated by the Commission de Surveillance du Secteur Financier, Luxembourg, Invesco Asset
Management (Schweiz) AG, Talacker 34, 8001 Zurich, Switzerland, and Invesco Asset Management Limited,
Perpetual Park, Perpetual Park Drive, Henley-on Thames, Oxfordshire RG9 1HH, UK Authorised and regulated
by the Financial Conduct Authority, Invesco Asset Management Limited, Index Tower Level 6 - Unit 616, P.O.
Box 506599, Al Mustaqbal Street, DIFC, Dubai, United Arab Emirates. Regulated by the Dubai Financial Services
Authority.

This document is issued in the following countries:

* in Hong Kong by Invesco Hong Kong Limited = IE#% & ¥ AR 5], 45/F, Jardine House, 1 Connaught
Place, Central, Hong Kong

= in Singapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place, #18-01 Republic Plaza,
Singapore 048619.

» in Taiwan by Invesco Taiwan Limited, 22F, No.1, Songzhi Road, Taipei 11047, Taiwan (0800-045-066).
Invesco Taiwan Limited is operated and managed independently.

* in Japan by Invesco Asset Management (Japan) Limited, Roppongi Hills Mori Tower 14F, 6-10-1 Roppongi,
Minato-ku, Tokyo 106-6114: Registration Number: The Director — General of Kanto Local Finance Bureau
(Kin-sho) 306; Member of the Investment Management Association of Japan and the Japan Securities
Dealers Association

= inthe US by Invesco Advisers, Inc., 1331 Spring Street NW, Suite 2500, Atlanta, GA 30309 and Invesco
Capital Management LLC, 3500 Lacey Road, Suite 700, Downers Grove, IL 60515

» in Canada by Invesco Canada Ltd., 130 King Street West, Suite 1900, Toronto, Ontario M5X 1E3, Canada

Telephone calls may be recorded.

© 2026 Invesco. All rights reserved. II-EMEQU-INSI-11-E 6099358.
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