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Beyond the Headlines:
Accelerated Risk and Opportunities for Investors

Overview

So that we can get a full picture of investment risks and opportunities, our bottom-up global research
process is supported by top-down macro and geopolitical insights from partners such as Eurasia Group.
Here are the key insights from a roundtable event featuring equity and fixed income experts from MFS,
geopolitical experts from Eurasia and a range of investors.

The energy transition and security

Negative headlines do not reflect reality at companies. Although headlines present a dire picture of the
transition to net zero, our investment team is seeing companies invest large sums in technology solutions
offered by private, start-up and existing companies. It will be a long journey, with step changes rather than linear
progress as new technology — such as carbon capture and hydrogen as an alternative power source — becomes
available at scale.

Pension schemes are debating divesting versus funding the transition. Pension schemes are required to
show their commitment to meeting climate goals; however, they are increasingly debating the best investment
path for doing this. While divesting presents an attractive option, itis unlikely to bring about the real-world
changes needed to meet 2030 and 2050 targets. Investors will find opportunities if they are willing to have a
dialogue with companies.

Valuation discrepancies between regions are emerging within sectors. The European Union aims to be
aleader in the energy transition, which impacts EU-domiciled companies. BP has committed 20% of its capex
budget to renewables and is trading on six times the price/earnings multiple with 7% dividend yield as well as a
commitment to share buybacks due to its large cash position. Investors will get their money back in 10 years.
US companies are trading at double the P/E multiple, committing less to dividends, and with a much lower
capex budget for renewables. There could be opportunities if investors are motivated to apply premiums to
companies supporting and financing the transition while managing the assets they already have. Additionally,
some companies have divested from carbon assets to improve their sustainability profile and raise their
earnings multiples.

Policy is moving from emergency management to long-term adaptation. Following the invasion of

Ukraine, there was an effort to manage energy supply to avoid losing industrial output. The policy combination
of incentives alongside penalties and bans has quickly led to a reduced reliance on fossil fuel, and there is also

a lower risk of EU supply shortages going forward. Contrary to the headlines of deindustrialization, industries
across Germany and Japan managed to raise output despite sharp declines in energy use. The energy crunch and
government subsidies continue to provide incentives for companies and households to become more efficient
and invest in domestic capacity. Governments hope these will lead to economic productivity gains in the latter
half of the decade.

Neither MFS nor any of its subsidiaries is affiliated with Eurasia Group.
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Massive stimulus measures are fostering opportunities to invest in US and Europe. The size of the US
Inflation Reduction Act and the EU’s Chips Act and Green Industry Act has shifted the mindset of companies
and incentivized them to reduce their reliance on fossil fuels. US policy has a big advantage over the EU due
toits structure, bringing direct tax benefits and creating jobs in the green sector versus more onerous EU
subsidies that do not bring an immediate tax benefit and must be applied for each year.

Expect energy inflation to fall over the longer term, but food prices are concerning. Energy price
shocks led to a spike in inflation, but prices remain elevated even as the cost of energy has fallen. The cost

of the energy transition is likely to cause “greenflation” over the next few years. However, energy prices may
fall over the longer term as new technology is developed and scaled. There is uncertainty over demand for
hydrocarbons, and oil and gas prices may stay high even if demand falls, as seen by coal usage versus prices.
Food inflation is an underappreciated risk given increasing food insecurity due to weather and the possibility
of net exporters such as India becoming net importers.

The biggest risk is that central banks will overtighten. Lower energy prices have brought relief, but central
banks continue to fight inflation on other fronts. Eurasia sees a big risk of overtightening in monetary policy

in the United States, European Union and particularly the United Kingdom. Eurasia’s base case is for subpar
growth globally.

Artificial intelligence and emerging technology

US-China relations enter a new phase, impacting the world. Geopolitical tensions from deglobalization
and strategic competition between the US and China present new risks and opportunities for investors. New
geopolitical alliances are arising due to China’s push for technological self-reliance. In terms of rare earths
needed for emerging technology, supply is available from other countries, but processing is a bigger issue as
China dominates this expensive and dirty business. Indonesia is building up its processing capacity, but it will
take time to replace China.

Al has the potential to improve financial metrics. There is a lot of hype around artificial intelligence,
which has driven strong share price gains for a number of companies. It is still early days for generative Al, so
there are still questions to answer around its long-term impact on companies, geopolitics and society. MFS’
investment team sees conversations today around improving efficiency, revenues and profits for companies.
Only a few companies are talking about direct investment in Al R&D; most are still trying to figure out which
areas will see product developments.

What Al’s impact on workers will be is unclear. It is clear that Al can help improve productivity across
arange of industries, but what the short- and long-term impact on workers will be is up for debate.
Comparisons have been made to the industrial and Internet revolutions and the changes these brought to the
labor force. Al presents an opportunity to spin off new services and companies requiring more workers but
also brings the risk that some jobs will become automated or obsolete. Inequality is a big discussion point,
including the need for governments and regulators to try to remedy it.

Al is adouble-edged sword. Innovation in Al presents new investment opportunities, but regulators
struggle to keep up with technological advancements. As a result, advances in Al will stoke disinformation,
interfere with elections, empower authoritarian regimes and fuel polarization. So while it will be a force for
good, bad actors can misuse it.
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Data present attractive opportunities. Data is becoming commoditized and will be a foundation of the Al
revolution. This presents challenges around privacy, copyright and the verification of ownership of the data used
by Al. Opportunities already exist relating to the need to store, manage and protect data, and MFS is finding
attractive data center and hardware companies to invest in. The increased availability of data also helps investors
interested in understanding consumer trends gain quicker access to credit card spending patterns and get
ahead of asset allocation trends by monitoring global sentiment and flows between regions and asset classes.

Regulations will vary by region and regime. Privacy and transparency are key concerns for regulators. There is
unlikely to be global regulation because there are different regimes around the world. Access to, and control of,
data will be strictly handled in China, which has opportunities on account of its size but also risks on account of
its authoritarian government. Eurasia expects lighter regulation from the US as it needs to compete with China
and has a vested interest in supporting its technology sector.

MFS may consider sustainable factors in its fundamental investment analysis alongside more traditional economic factors where MFS believes such sustainable factors could materially impact
the economic value of an issuer. The extent to which any sustainable factors are considered and whether they impact returns will depend on a number of variables, such as investment strategy,
the types of asset classes, regional and geographic exposures, and an investment professional’s views and analysis of a specific sustainable issue. Sustainable factors alone do not determine any
investment decision. MFS may incorporate Sustainable factors into its engagement activities when communicating with issuers but these engagement activities will not necessarily result in
changes to any issuer’s ESG-related practices.

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.

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.; Latin America - MFS International Ltd.; Canada - MFS
Investment Management Canada Limited. No securities commission or similar regulatory authority in Canada has reviewed this communication; 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
amanagement company for Funds domiciled in Luxembourg and which both provide products and investment services to institutional investors and is registered office isat S.arl. 4 Rue
Albert Borschette, Luxembourg [-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 (“SFO”).; 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.
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