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Why consider investing in global small- and midcap stocks: The Base Case

The global small- and midcap asset class has strongly outperformed large-cap stocks over the long
term (Exhibit 1), and while market leadership ebbs and flows over shorter periods of time, we feel the
asset class appears well positioned to potentially assume a leadership role in the next rotation.

Exhibit 1: Global Small/Mid-Cap Stocks Have Strongly Outperformed
Large Caps Over Time
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Source: FactSet. Monthly data as of 31 December 1999 to 31 July 2024. Series shows the cumulative excess
returns for MSCI All-Country World SMID Index (ACWI SMID) minus MSCI ACWI Large Cap Index (ACWI
Large). Total returns are net and in US dollars. Past performance is no guarantee of future results. It is

not possible to invest directly in an index.

Why consider investing in small and mid-caps?

In our view, the opportunity set for global small- and midcaps appears particularly attractive.

As noted, while leadership has tended to rotate every few years, we witnessed a sustained period of
global small- and midcap outperformance during the eight-year period (2000 - 2007) coming out
of the dot-com era, up until the Global Financial Crisis (GFC), with the MSCI ACWI SMID Index
returning 94% versus the MSCI ACWI Large Cap Index return of just 21% (Exhibit 2). And while no
two periods are alike, there are a number of parallels one could draw between that period in the early
2000s to the market environment as of July 31, 2024.
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- Exhibit 2: While Leadership Has Tended to Rotate Every Few Years,
Small/Mid-Cap Outperformed During Much of the 2000s
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Source: FactSet. Monthly data as of 31 December 1999 to 31 July 2024. Series shows the rolling 12-month excess
returns for MSCI All-Country World SMID Index (SMID) relative to MSCI All-Country World Large Cap Index
(Large Cap). Values shown in call-out are cumulative returns, calculated from 31 December 1999 to

31 December 2007. Total returns are netand in US dollars. Past performance is no guarantee of future results.
Itis not possible to invest in an index.

The parallels are as follows:

Inflation and interest rates - Directionally, the path of interest rates was much different during the
start of the 2000s, with interest rates moving lower, versus what we witnessed in 2022 where rates
moved sharply higher. However, over that eight-year period, interest rates and inflation were quite
stable (Exhibit 3). In fact, over that eight-year period, 10-year treasuries averaged 4.7% and global
inflation 3.7% (approximately 1% real rates), which is much more aligned with today’s reality — and
the market backdrop we are likely to face moving forward — versus a world of zero inflation and the
zero/negative interest rate environment that categorized the decade post the GFC. And while rates
may in fact trend a bit lower over the near term (historically a positive for small- and midcap stocks),
I think we'd all agree that the prospects of going back to a world of ZIRP (Zero Interest Rate Policy),
benefiting higher multiple, long-duration large-growth stocks, is highly unlikely. In this context it
makes sense that asset classes with more exposure to cyclical areas of the market (i.e., small- and
midcaps) did quite well during this period as these have tended to be areas of the market that have
benefited most from “healthy” inflation and higher rates. In fact, this trend started to play out,
beginning in October 2022. Once the initial rise in rates was absorbed by the market, from October
of 2022 through the early part of 2023, we witnessed a strong rotation from US large-cap growth
stocks to small- and midcap stocks. . . and then what happened? Well, early in 2023, Generative Al
sweptinand “saved the day” for the Magnificent 7. But if not for Gen Al (I know, it’s hard to say that
with a straight face), we would be looking at a very different market environment today.
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- Exhibit 3: Inflation and Interest Rates Now More Aligned With Those of
the Mid-2000's
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Source: FactSet for 10-year US Treasury Yield. Monthly data as of 31 January 2000 to 31 December 2007.
Global Inflation, consumer prices (annual %) - World Development Indicators. Data from database:
World Development Indicators. Annual data from 2000 - 2007.

Concentration risk - Speaking of Gen Al, extreme concentration risk in US tech (Exhibit 4) is also
reminiscent of the period leading up to the early 2000s (dot-com bubble ring a bell?). With that
said, the mega-cap technology companies of today are clearly high-quality businesses and not
analogous with the Pets.com or the eToys of the dot-com era. However, if earnings expectations
for these largely concentrated areas of the market were not to live up to the lofty expectations
embedded in their stock prices, and multiples derate, the relative value opportunity for small- and
midcap stocks could be tremendous.

Exhibit 4: A Handful of Large-Cap Stocks Dominated Performance
Then and Now
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Source: FactSet. Monthly data as of 31 December 1998 to 28 June 2024. Securities are rolled to the issuer
level and issuer weights within the index are summed monthly.
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Relative forward P/E

Low return environment for US stocks - Following the bursting of the dot-com bubble in the
early 2000s, we witnessed a period of low returns for US equities. In fact, over that eight-year
period, while global small- and midcap equities, as measured by the MSCI ACWI SMID Index, were
up 94.5% (8.7% annualized), the S&P 500 was up just 14% (1.7% annualized) and the tech-heavy
Russell 1000° Growth was down 21.2% (-2.9% annualized). So if, or perhaps more likely when,

the euphoria around Generative Al becomes fully baked into these mega-cap tech stocks that
dominate today’s US benchmarks, we could be potentially setting ourselves up for an extended
period of low absolute returns, which would also certainly rhyme with what we witnessed from
2000 to 2007.

Cumulative Return 2000-01-01 Annualized Return 2000-01-01

to 2007-12-31 USD to 2007-12-31 USD
MSCIACWI SMID NR USD 94.48 8.67
S&P 500 TRUSD 14.09 1.66
Russell 1000° Growth TR USD -21.17 -2.93

Valuations - | left valuations last on the list of parallels as this has been the “base case” for
investing in many asset classes outside of US Large Cap Growth over the last decade.
Unfortunately, as we've come to find out, valuation alone is not an investment thesis and things can
stay “cheap” for a long time without a catalyst. However, in our view, you would once again have

to go back to the early 2000s to find a buying opportunity as attractive as it stands today as global
small-and midcap stocks have traded at two standard deviations “cheap” relative to their large-cap
counterparts (Exhibit 5). Additionally, while lofty valuations didn’t matter much in a world of zero
inflation, zero interest rates and access to essentially “free” capital, in world of higher rates, higher
inflation and less liquidity, they matter greatly.

Exhibit 5: Global Small/Midcap Valuation at Multi-Decade Lows Relative

to Large Caps
W Small/Mid vs. Large B Average W +/-1stddev M +/-2std dev
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Source: FactSet. Monthly data as of 30 July 2004 to 31 July 2024. Series shows the relative forward price-
to-earnings (next-twelve-months) for MSCI All-Country World SMID Index (ACWI SMID) relative to MSCI
All-Country World Large Cap Index (ACWI Large).
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USD Billions

Future trends could benefit a broader range of companies

In addition to the parallels between today’s market environment and that of the early 2000s,
perhaps more importantly, while technology and artificial intelligence will be an important part

of our daily lives, we believe future trends could benefit a wider cohort of sectors and industries
outside of just the technology-centric US companies of the past decade. Trends such as increased
capex spending (versus opex only), spending to upgrade infrastructure, energy and the energy
transition, defense and national security, as well as the reshoring and the localization of supply
chains, just to name a few. And while many large-cap companies may stand to benefit from

these trends, many small- and midcap companies may stand to benefit as well. And while the US
dominates the landscape when it comes to large-cap tech, it would be naive to assume that all the
best companies in the world across a wide subset of sectors and industries reside in a single region
or asset class.

The changing landscape of global standard benchmarks

Last, and perhaps most important, we believe the biggest reason for suitable investors to consider
a dedicated allocation to the global small- and midcap asset class today is that global investors are
significantly less able to gain exposure to small- and midcap stocks through traditional standard
global benchmarks. Thisis primarily due to the strong performance of a handful of US technology
stocks during the past decade (and their ensuing increase in market capitalization). In our view,
the dominance of the most influential large-cap stocks can be better appreciated when viewed
from the perspective of market-capitalization buckets, as illustrated in Exhibit 6, where exposure
to companies with a market capitalization greater than $300 billion has gone from just over 2.5%
of standard benchmarks in 2011 to over 30% of these same benchmarks. In fact, the weighted
average market cap of the MSCI All Country World Index has gone from $68B to an astounding
$668B over that same period, leaving many investors under allocated to small- and midcap stocks.

Exhibit 6: Changing Landscape of Global Large-Cap Benchmarks
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Source: Bloomberg/MFS Research. Data as of 30 June 2011 and 28 June 2024.

6/30/2011 6/28/2024 Market Cap
Index Weight % | Index Weight % | % Change | Segmentation
Up to $30bn 44.70 19.06 -57% Small-Mid Cap
Market Cap - MSCI All i 0o
Country World Index $30bn - $300bn 52.76 4744 10% Large Cap
Over $300bn 2.53 33.50 1224% Mega Cap

Source: Bloomberg/MFS Research. Data as of 30 June 2011 and 28 June 2024.
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Why MFS®?

With our eight investment research offices around the globe and our collaborative global research
platform, we can place analysts in local markets, where they perform in-depth company research
and cross-border comparisons on a stock-by-stock basis. We believe the breadth and depth of our
platform, along with this local expertise, allows us to cover and uncover stocks that others may
miss, as we strive to deliver a well-diversified global small- and midcap portfolio.

All told, we believe MFS

= brings significant resources to a relatively inefficient and less-followed asset class on a global
basis

has the ability to leverage the MFS global research platform and our long-term time horizon
to potentially identify unique opportunities in the global small- and midcap universe

= hasalong history of managing small- and midcap strategies on behalf of clients globally
($55 billion under management in small- and midcap portfolios as of 12/31/23)

= hasaseasoned portfolio management team averaging 18 years with MFS and a strong
background in managing small- and midcap strategies

The information included above as well as individual companies and/or securities mentioned
should not be construed as investment advice, a recommendation to buy or sell or an indication of
trading intent on behalf of any MFS product.

Important Risk Considerations:

Stock: Stock markets and investments in individual stocks are volatile and can decline significantly
in response to or investor perception of, issuer, market, economic, industry, political, regulatory,
geopolitical, environmental, public health, and other conditions.

International: Investments in foreign markets can involve greater risk and volatility than U.S.
investments because of adverse market, currency, economic, industry, political, regulatory,
geopolitical, or other conditions .

Mid cap: Investments in mid-cap companies can be more volatile than investments in larger
companies.

Small-cap: Investments in small-cap companies can be more volatile than investments in larger
companies.
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Index data source: MSCI. MSCI makes no express or implied warranties or representations and shall have no liability whatsoever with respect to any MSCI data contained herein. The MSCl data
may not be further redistributed or used as a basis for other indices or any securities or financial products. This report is not approved, reviewed or produced by MSCI.

“Standard & Poor’s™ and S&P “S&P™” are registered trademarks of Standard & Poor’s Financial Services LLC (“S&P”) and Dow Jones is a registered trademark of Dow Jones Trademark Holdings
LLC.(“Dow Jones”) and have been licensed for use by S&P Dow Jones Indices LLC and sublicensed for certain purposes by MFS. The S&P 500 is a product of S&P Dow Jones Indices LLC and has
been licensed for use by MFS. MFS's Products are not sponsored, endorsed, sold or promoted by S&P Dow Jones Indices LLC, Dow Jones, S&P, or their respective affiliates, and neither S&P Dow
Jones Indices LLC, Dow Jones, S&P, their respective affiliates make any representation regarding the advisability of investing in such products.

Frank Russell Company (“Russell”) is the source and owner of the Russell Index data contained or reflected in this material and all trademarks, service marks and copyrights related to the

Russell Indexes. Russell” is a trademark of Frank Russell Company. Neither Russell nor its licensors accept any liability for any errors or omissions in the Russell Indexes and/or Russell ratings or
underlying data and no party may rely on any Russell Indexes and/or Russell ratings and/or underlying data contained in this communication. No further distribution of Russell Data is permitted
without Russell's express written consent. Russell does not promote, sponsor or endorse the content of this communication.

The views expressed are those of the author(s) and are subject to change at any time. These views are for informational purposes only and should not be relied upon as a recommendation to
purchase any security or as a solicitation or investment advice. No forecasts can be guaranteed. Past performance is no guarantee of future results.

Diversification does not guarantee a profit or protect against a loss. You should consider your client’s financial needs, goals, and risk tolerance before making any investment recommendations.

GLOBAL DISCLOSURE
Unless otherwise indicated, logos and product and service names are trademarks of MFS® and its affiliates and may be registered in certain countries.

Distributed by: U.S. - MFS Institutional Advisors, Inc. (“MFSI”), MFS Investment Management and MFS Fund Distributors, Inc., Member SIPC; Latin America - MFS International Ltd.;
Canada - MFS Investment Management Canada Limited. Note to UK and Switzerland readers: Issued in the UK and Switzerland by MFS International (U.K.) Limited (“MIL UK”), a private
limited company registered in England and Wales with the company number 03062718, and authorised and regulated in the conduct of investment business by the UK Financial Conduct
Authority. MIL UK, an indirect subsidiary of MFS®, has its registered office at One Carter Lane, London, EC4V 5ER. Note to Europe (ex UK and Switzerland) readers: Issued in Europe by
MFS Investment Management (Lux) S.a r.l. (MFS Lux) - authorized under Luxembourg law as a management company for Funds domiciled in Luxembourg and which both provide
products and investment services to institutional investors and is registered office is at S.a rl. 4 Rue Albert Borschette, Luxembourg L-1246. Tel: 352 2826 12800. This material shall not be
circulated or distributed to any person other than to professional investors (as permitted by local regulations) and should not be relied upon or distributed to persons where such reliance
or distribution would be contrary to local regulation; Singapore - MFS International Singapore Pte. Ltd. (CRN 201228809M); Australia/New Zealand - MFS International Australia Pty Ltd
(“MFS Australia”) (ABN 68 607 579 537) holds an Australian financial services licence number 485343. MFS Australia is regulated by the Australian Securities and Investments Commission.;
Hong Kong - MFS International (Hong Kong) Limited (“MIL HK”), a private limited company licensed and regulated by the Hong Kong Securities and Futures Commission (the “SFC”). MIL
HK is approved to engage in dealing in securities and asset management regulated activities and may provide certain investment services to “professional investors” as defined in the
Securities and Futures Ordinance (“SFQ”).; For Professional Investors in China - MFS Financial Management Consulting (Shanghai) Co., Ltd. 2801-12, 28th Floor, 100 Century Avenue,
Shanghai World Financial Center, Shanghai Pilot Free Trade Zone, 200120, China, a Chinese limited liability company registered to provide financial management consulting services.;
Japan - MFS Investment Management K K., is registered as a Financial Instruments Business Operator, Kanto Local Finance Bureau (FIBO) No.312, a member of the Investment Trust
Association, Japan and the Japan Investment Advisers Association. As fees to be borne by investors vary depending upon circumstances such as products, services, investment period and
market conditions, the total amount nor the calculation methods cannot be disclosed in advance. All investments involve risks, including market fluctuation and investors may lose the
principal amount invested. Investors should obtain and read the prospectus and/or document set forth in Article 37-3 of Financial Instruments and Exchange Act carefully before making
the investments ; Bahrain - This document has not been approved by the Central Bank of Bahrain which takes no responsibility for its contents. No offer to the public will be made in the
Kingdom of Bahrain and this document is intended to be read by the addressee only and must not be passed to, issued to, or shown to the public generally. The Central Bank of Bahrain
assumes no responsibility for the accuracy and completeness of the statements and information contained in this document and expressly disclaims any liability whatsoever for any loss
howsoever arising from reliance upon the whole or any part of the contents of this document. The Board of Directors and the management of the issuer accepts responsibility for the
information contained in this document. To the best of the knowledge and belief of the board of directors and the management, who have all taken all reasonable care to ensure that such
is the case, the information contained in this document is in accordance with the facts and does not omit anything likely to affect the reliability of such information.; Kuwait - This
document is not for general circulation to the public in Kuwait. The information has not been licensed for offering in Kuwait by the Kuwait Capital Markets Authority or any other relevant
Kuwaiti government agency. No private or public offering of the information is being made in Kuwait, and no agreement relating to the information will be concluded in Kuwait. No
marketing or solicitation or inducement activities are being used to offer or market the information in Kuwait.; Oman - For Residents of the Sultanate of Oman: The information contained
in this document does not constitute a public offer of securities in the Sultanate of Oman as contemplated by the Commercial Companies Law of Oman (Royal Decree 4/74) or the Capital
Market Law of Oman (Royal Decree 80/98). This information is being circulated on a limited basis only to corporate entities that fall within the description of sophisticated investors (Article
139 of the Executive Regulations of the Capital Market Law). The recipient acknowledges that they are a sophisticated investor who has experience in business and financial matters and is
capable of evaluating the merits and risks on an investment.; South Africa - This document, and the information contained is not intended and does not constitute, a public offer of
securities in South Africa and accordingly should not be construed as such. This document is not for general circulation to the public in South Africa. This document has not been approved
by the Financial Sector Conduct Authority and neither MFS International (U.K.) Limited nor its funds are registered for public sale in South Africa.; UAE - This document, and the
information contained herein, does not constitute, and is not intended to constitute, a public offer of securities in the United Arab Emirates and accordingly should not be construed as
such. The information is only being offered to a limited number of exempt investors in the UAE who fall under one of the following categories of non-natural Qualified Investors: (1) an
investor which is able to manage its investments on its own, namely: (a) the federal government, local governments, government entities and authorities or companies wholly-owned by
any such entities; (b) international entities and organisations; or (c) a person licensed to carry out a commercial activity in the UAE, provided that investment is one of the objects of such
person; or (2) an investor who is represented by an investment manager licensed by the SCA, (each a “non-natural Qualified Investor”). The information and data have not been approved
by or licensed or registered with the UAE Central Bank, the Securities and Commodities Authority, the Dubai Financial Services Authority, the Financial Services Regulatory Authority or any
other relevant licensing authorities or governmental agencies in the UAE (the “Authorities”). The Authorities assume no liability for any investment that the named addressee makes as a
non-natural Qualified Investor diligence on the accuracy of the information relating to the securities. If you do not understand the contents of this document you should consult an
authorised financial adviser.; Saudi Arabia - This document may not be distributed in the Kingdom except to such persons as are permitted under the Investment Funds Regulations issued
by the Capital Market Authority. The Capital Market Authority does not make any representation as to the accuracy or completeness of this document, and expressly disclaims any liability
whatsoever for any loss arising from, or incurred in reliance upon, any part of this document. Prospective purchasers of the securities offered hereby should conduct their own due
diligence on the accuracy of the information relating to the securities. If you do not understand the contents of this document, you should consult an authorised financial adviser.; Qatar -
This material/fund is only being offered to a limited number of investors who are willing and able to conduct an independent investigation of the risks involved in an investment in such
material/fund. The material does not constitute an offer to the public and is for the use only of the named addressee and should not be given or shown to any other person (other than
employees, agents or consultants in connection with the addressee’s consideration thereof). The fund has not been and will not be registered with the Qatar Central Bank or under any
laws of the State of Qatar. No transaction will be concluded in your jurisdiction and any inquiries regarding the material/fund should be made to your contact outside Qatar.
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