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Market review

Globalstocks declined for athird consecutive quarter, pressured by high inflation, rising interest rates and
recession fearsin many countries. Following a robustsummer rally, stocks resumed a sharp selloffin mid-August
asinflation soared and central banks around the world reconfirmed their commitment to tighten monetary policy.

US equities declined as high inflation and slowing economic growth increased expectations of an impending
recession. The ConsumerPrice Index climbed 8.3% in Augustfromthe previous year, butretreated from its June
peak of 9.1%. The deceleration was driven almost exclusively by falling gasoline prices, which declined 10.6%
from the previous month, offsetting higher prices in other major categories such as food, shelter and medical
careservices. In September, the Fed announcedits third consecutive 75-basis-pointrate hike -the largest rate
increasessince 1994,

European stocksretreated in theface of high inflation, slowing economic growth and Russia’sescalation of the
war in Ukraine. Political turmoil also weighed on markets amid leadership changes in Italyand the United
Kingdom. Volatile currency markets sentthe euro andthe pound plummeting to multidecade lows againstthe US
dollar. The ECBraised interestrates for the firsttime since 2011, ending eight years of negative policy rates.

Japanese equities retreated amid slowing global growth andrisinginflation. The governmentintervenedin the
foreign exchange marketforthefirsttimesince 1998in a bid to prop upthe yen. The movefollowed a slumpin
the Japanese currency after the Bank of Japan (BOJ) announced itwould maintain its ultra-loose monetary policy
in theface of soaringinflation. The governmentended COVID-19 travel restrictions in early October in a bid to
revive its struggling tourismindustry.

Portfolio review

Over the quarter, Capital Group Global Equity Fund (AU) returned -2.4%" before fees, whilethe index returned
0.3%2.Netoffees, the fundreturned-2.5%.® Over a one-year period, the portfolio returned-14.6%' before fees,
and-15.4%? after fees, compared with theindex’s return of -9.8%?.

Sector attribution
¢ Investmentchoicesinthe health careand consumerstaples sectorsdetracted fromrelative results.

e |n contrast, stock selectionin the materials and utilities sectorsadded to relative returns.

Contributors and detractors

e Health care: Shares of Seagenslid after the drugmakerlostan arbitration dispute with Daiichi Sankyo
over the use of its antibody-drug conjugate technology.

e Consumer staples: Shares of Ocado fell after the online supermarket slashed its sales and earnings
guidanceforthe2022fiscal year.

e Materials: Chile-based miner Sociedad QuimicaY Minera saw its shares climb on strongdemand and
ongoing pricing strength in lithium.



o Utilities: Shares of electricity generator and distributor AES rose on the back of strong second-quarter
results, with the company beating earnings and revenue estimates.

Outlook and strategy

Inflation will take time to come down as the Fed and other central banks continueto raise interestrates and
reducetheir balance sheets. This painful experience, however, could have along-term impact on the markets by
affectingthe willingness of governments and central banks to intervene during future times of crisis.

In Europe, arecession may already be underway dueto theimpactof higher energy prices, which have been
exacerbated by thewar. A harsh winter could send energy prices even higher. Our European economist expects
the European Central Bank and the Bank of England to continueraising interest rates through the falland winter
monthssincetheyfacethe same elevated inflation levels as the US.

Meanwhile, post-pandemicopportunities are emergingin anumber of areas, including the transitionfrom
traditional energy sourcesto more sustainable sources; years of underinvestmentin commaodities, which could
lead to a new commodities super cycle; and bigindustrial shifts, such as the increasing adoption of automation,
resultingin greater demand for semiconductors.

Againstthis backdrop, portfolio managersremain committed to finding companies with high growth potential,
strong barriers to entry and sustainable pricing power. They are further interested in companies that are better
positioned to benefit from the next wave of digital disruption and believe current market conditions are well
suited to bottom-up security selection grounded in deep, fundamental research.
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