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P&l: In looking for long-term growth, you argue for taking
a very broad perspective. What does that look like in
practice?

Rajeev Bhaman: Today’s obsession seems to be with
the very near term, whether it's one month, three months,
six months or one year. That is a very crowded game to
play. Essentially, you have a lot of people out in the market
trying to play ‘Snap.” At the end of the day, the victor is
likely to be the ultra-fastest person, or a machine running
an algorithm. On that kind of short-term horizon, | don’t
think we are in any way meaningfully advantaged as an
investment manager.

We believe that a lot of people spend too much time
deciding whether a particular stock is 5% overvalued, or
10% undervalued. | don’t try to make such distinctions. In
my view, this type of analysis offers very little reward to the
long-term investor.

Instead, we focus on opportunities where we have a strong
conviction about the probability of the stock price doubling
within three to five years. Those kinds of opportunities
tend to be more rewarding, and more relevant to our
philosophy, given our long-term shareholder orientation.
It's also worth noting that most market participants ignore
that long-term horizon.

| believe we are advantaged when thinking about the
longer term, so that’s where we focus. That's where we
put our resources. It's also why we seek out growing
companies. If you focus solely on the value of a stock
relative to some putative fair value, and you’re wrong, and
on top of it the business is not growing, then you’re going
to be wrong forever with no growth to bail you out. In that
way, focusing on long-term growth can help maximize
opportunity.

P&l: With so many worrisome headlines, what’s your view
about global growth, and where are you finding growing
companies?

Rajeev Bhaman: Our logic is that we want to be in the
portions of the economy that are growing in size relative
to the overall economy — what we call areas of ‘structural
growth.” These sectors thrive on strong increases in
demand, based on trends like increasing affluence or an
aging society or new technological demands or some
other structural changes going on in the world. Such
shifts can provide tailwinds for the sorts of companies

SPONSORED SECTION

Focus on the horizon, not on the waves

Rajeev Bhaman, CFA, Director of Global Equities for OFI Global Asset
Management Inc., argues that taking the broader view — a larger opportunity
set and longer time horizon — is the best way to monetize global growth.

we're interested in. So even if global economic growth is
slow, these segments of the economy should grow faster
than the global economy overall.

One example that comes to mind, and is well documented,
is the demand for health care services as people get older.
People’s consumption of health care can double or even
triple as they age from 40 to 60 to 80. And as society
ages, the numbers of elderly people grow relatively faster
than the rest of the population. The demand for services,
everything from drugs to joint replacements, will grow
much faster than in past decades.

But also consider structural shifts around new
technologies like cloud computing. It has been a hot topic
for several years, but in reality, a majority of companies
have only started dipping their toe in the water. We believe
movement to ‘the cloud’ is in its very early stages, and
even in a world with no growth, cloud services could
see tremendous growth because they can transform
the way people do business. Costs should come down.
Delivery speeds should improve. Errors should be fewer.
Complexity should be reduced. That will be a game
changer for a lot of industries. And in our view, companies
that are able to provide cloud services or help businesses
move to the cloud are highly advantaged.

Ultimately, investors need to remember that global
statistics lump together regions and economic sectors
that are growing very quickly with those that are growing
slowly or not at all. Within that aggregate, structural trends
will still fuel strong demand growth in specific markets
over the coming decade — benefiting specific companies
— regardless of whether global economic growth is 2% or
1% or even 0%.

P&l: In the short term, that kind of approach can lead to
views that go against market sentiment. Does that make
you a contrarian?

Rajeev Bhaman: | think labels often obscure more than
they reveal, and | am very uncomfortable with labels
generally. But the word contrarian feels like it fits. I'm not
very comfortable in crowds. In general | would say that I'd
rather be where people aren’t than where people are.

On our team, we also have this notion where we say,
‘Imagine a different future.” Within the short-term versus
long-term dynamic, too many investors are biased toward
believing that the current short-term state of affairs is going
to last forever. On our team, we question that every day,
and it helps us to put into perspective the probability of
things remaining or not remaining the same. For example,
five or seven years ago the market expected little to no
growth in implants or reconstructive surgery or other
expensive cutting-edge medical technology, because
volumes were not growing. That market sentiment turned
out to be wrong.

And so often when stocks have an opportunity to double,
it is because there is this kind of controversy about them.
People don't believe in the growth opportunity, or they
think that the company has made fatal mistakes. People
fall out of love with an idea and are unwilling to look at the

opportunity at all, even with a different perspective. Yet
rarely do negative circumstances last for very long periods
of time. And it’s often in times of stress that growing
companies are available at prices that are reasonable. So
that’s the perspective we take when we make decisions.
We believe investors are much better off focusing on the
horizon rather than on the waves. Taking a broad, long-
term view gives you a degree of stability in your thinking.

P&l: You mentioned ‘reasonable prices. Where does
value fit into the picture for growth investors today?

Rajeev Bhaman: Our team is oriented toward growth,
and we are thematic in our investment orientation, in
that we look at structural forces that we believe drive
long-term opportunity. But | don’t believe anyone can
be a professional investor without having a serious
consideration for value.

P&I: Why do you think equities are a good place to be
right now relative to other asset classes?

Rajeev Bhaman: | think we're in a compelling period. Of
course there are many, many concerns in the world. Then
again, there always are. | believe there are fewer concerns
today than at almost any time in the past, despite the fact
that we see horrible news headlines every day. It’s just an
economic reality that bad news sells more.

The thing to focus on is what'’s really relevant. First, that’s
the horizon. | believe that the future is brighter than the
past. Which means that equities are still a very good
place to put money: better, | think, than bonds, cash or
real estate. This is an asset class, and an investment
dynamic, that actually does make sense. And | don’t offer
that optimism in a Pollyanna-ish way. Equity investors
face many risks. Political winds are shifting toward higher
taxes and regulations on corporations, as well as more
restrictions on trade. But overall, we believe that human
ingenuity, in general, tends to trump circumstance.

Second, we believe that there’s much value in thinking
about the world as one opportunity set. Increasingly,
that’s a rational way to look at it, and we make portfolio
construction decisions based on the world as one market.
| think one makes better decisions that way.

We are not trying to figure out what we want to own in the
United States and what we own elsewhere. We take the
approach that we want to be in the best place possible
and choose from the best ideas the world has to offer.
Sure, the news about much of the rest of the world is
negative at the moment compared to the U.S., but that
doesn’t mean the future opportunity in other regions is
worse. They have younger populations. Their wages are
growing faster. They consume less than the U.S., so the
growth opportunity is higher. We see a lot of positives in
fantastic new technology, growth in innovation by leaps
and bounds, and a much more connected society across
the world.

That is an enormous opportunity set. | find it all wildly
exciting, and | think it will provide massive support to
global growth and equities over time. <
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Annualized Returns?

As of September 30, 2015
15% 1. Cumulative and not annualized.
o
2. The representative portfolio performance information
shown is derived from a representative account deemed
10% to appropriately represent this management style and is

the portfolio that has been in existence the longest prior
to the inception of OFI Global's Global Equity Composite.
In this instance, the representative portfolio is an open-
5% ended mutual fund that is advised by OF| Global Asset
Management, Inc. and sub-advised by OppenheimerFunds,
. Inc. The representative portfolio gross-of-fee returns are
) calculated by adding the mutual fund'’s Class A operating
expenses (including management fees and distribution
expenses) to the Class A net returns. The representative
portfolio net-of-fee returns are calculated by deducting
-5% a model investment advisory fee (using the maximum
investment advisory fee as determined by the product’s
fee schedule) from the representative portfolio gross-of-
fee returns. Annual fees for the Global Equity product are
0.65% on the first $50 million under management, 0.60%
on the next $50 million, and 0.50% on any additional
amount. Other portfolios are managed in this strategy
with performance greater or lesser than presented here,
but not materially different. Actual fees may vary depend-
ing on, among other things, the applicable fee schedule
and portfolio size. While actual portfolios incur transaction
expenses, pay investment advisory fees, and may incur
other account expenses, the benchmark index is shown
without the impact of such charges.

-10%

1-YEAR!? 3-YEAR 5-YEAR 10-YEAR

MSCI ACWorld Index
(net dividends)3

-6.66% 6.95% 6.82% 4.58%

w

The MSCI ACWI index is a free float-adjusted market
capitalization weighted index that is designed to measure
the equity market performance of the developed and
emerging markets. The index is unmanaged; is market-
value weighted; includes reinvestment of dividends, net of
the maximum foreign withholding tax applicable to institu-
tional investors (i.e., the withholding tax rate applicable to
Luxembourg holding companies); is shown for illustration
only; and cannot be purchased directly by investors.

Excess Return
(basis points)

+592 +531 +332 +229

Global Equity
Representative Portfolio
(net of fees)

-1.39% 11.54% 9.43% 6.18%

Past performance is no guarantee of future results.

“We believe that a lot of people spend too much time in deciding
whether a particular stock is 5% overvalued, or 10% undervalued.”

Global Equity Representative Portfolio’s Rolling /-Year Excess Returns vs. MSCI ACWI

As of September 30, 2015
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*AUM consists of the assets of the investment ve-
hicle and the accounts that are managed or advised
by the investment advisory affiliates compromising
OFI Global.

Foreign investments may be volatile and involve
additional expenses and special risks, including
currency fluctuations, foreign taxes and geopolitical
risks. Emerging and developing market investments
may be especially volatile.

OFI Global Asset Management consists of Oppen-
heimerFunds, Inc. and certain of its advisory sub-
sidiaries, including OF| Global Asset Management,
Inc., OFI Global Institutional, Inc., OFI SteelPath, Inc.
and OFI Global Trust Company. The firm offers a full
range of investment solutions across equity, fixed

income and alternative asset classes.

The views presented represent the views and
opinions of OFI Global Asset Management. They are
not intended as investment advice or to predict or
depict the performance of any investment. These
views are based on the information available as of
the date noted and are subject to change at any
time based on subsequent developments. OF
Global and OFI disclaim any responsibility to update
such views. No forecasts can be guaranteed. These
views may not be relied upon as investment advice
or as an indication of trading intent or holdings on
behalf of any investment strategy. The informa-

tion contained herein is deemed to be from reliable
sources; however, OF| Global and OFI do not warrant

website Pensions & Investments and does not represent the views of the publication or its parent company, Crain Communications Inc.

its completeness or accuracy. Performance data
shown represents past performance and is no
guarantee of future results.

This presentation is not intended to provide, and
should not be relied on for, accounting, legal or

tax advice. Further, this presentation does not
constitute an offer or solicitation for the sale of any
security or financial instrument in any jurisdiction
where OFI Global, OFl or OFDl is not licensed to
conduct business or where the security or financial
instrument is not available for sale. No security or
financial instrument is offered or will be sold in any
jurisdiction in which such offer or solicitation would
be unlawful.
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