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Models to Align with Fundamental
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In Brief AUTHORS
= Our quantitative models are specifically designed to align with the longer time horizon of
fundamental research.

= \We believe the unique alpha opportunities within our Blended Research® process do not
come from the quantitative model or our fundamental analysts independently, but rather from
investing through the ‘intersection’ of these opportunities.

= This approach differs from a common systematic approach which often holds a larger number of
stocks to gain factor exposures and then trades those names frequently, driving up turnover.

JEFFREY MORRISON, CFA
Discretionary fundamental portfolios and quantitative equity portfolios generally exhibit distinct Quantitative Institutional

. .. . . Portfolio Manager
portfolio characteristics as a result of their stock selection process. Fundamental managers
typically have a smaller number of holdings and hold those stocks for longer time periods to allow
afundamental thesis to play out over time. In contrast, quantitative managers often hold a larger
number of stocks to gain factor exposures and then trade those names more frequently as new data
and price movements drive turnover within the portfolio.

We see these characteristics in fundamental and quantitative managers across different equity
universes shown in Exhibits 1 and 2 below. The median fundamental manager across Large
Cap Core Equities consistently holds fewer stocks and exhibits a lower turnover than quantitative

‘\ r

peers. For example, within the Global Equity universe, the median number of holdings for a PATRICK BEKSHA, CFA

. . . Senior Strategist,
0,
fundamental manager was just 50 stocks, with a median annual turnover of 35%. Conversely, vestment Product

the median quantitative Global Equity manager holds over 200 stocks and has a median turnover Specialist
of 88%. These characteristics become even more pronounced at the extremes. For instance,

within the Global Equity universe, 40% of quantitative strategies have portfolio turnover rates

exceeding 100%.
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Exhibit 1: Median number of holdings by investment approach
M Quantitative Approach Fundamental Approach

500
473
400
300
268
200 216
150
100 112
Global Large Cap Core US Large Cap Core International Europe Large Emerging Markets
Large Cap Core Cap Core Large Cap Core

Exhibit 2: Median 12-month turnover by investment approach
M Quantitative Approach Fundamental Approach
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Source: eVestment Alliance. Products in the universe are split into those that identified themselves as having a
“fundamental” approach or a “quantitative” approach. Compiled 12/16/25. See breakdown of strategies by asset
class in Endnotes.

At the core of our Blended Research® process is an alpha signal that combines fundamental and
quantitative insights. However, integrating these approaches requires addressing the inherent
mismatch in their investment time horizons. Fundamental signals often rely on a longer-term
thesis, while many quantitative models are designed for short-term trading.

To bridge this gap, we believe it is important to ensure our quantitative signal is measured and
achieved over a similar time period as fundamental analysis. Our quantitative research is focused
on estimating returns over longer-term horizons, which naturally increases the emphasis on
factors with lower turnover and more persistent signal. By focusing on factors with slower decay —
such as Value, Quality, and Sentiment — and smoothing price momentum through trend factors,
our models achieve lower turnover and maintain efficacy over forward return horizons of at least
one year.

Exhibit 3 illustrates this quantitative time horizon, showing greater effectiveness of our quantitative
model over long time periods. This approach also contrasts with many quantitative models that
would be more focused on short term trading signals.
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Average Top Quintile minus

Universe Return (%)

We believe the strength of our Blended Research® portfolios lies in the ‘intersection’ of fundamental
and quantitative insights. By combining the deep, qualitative understanding of fundamental analysts
with the systematic, data-driven approach of quantitative models, we believe we can capture unique
alpha opportunities that are different than either approach individually.

Exhibit 3: Greater effectiveness of our quantitative model over long time periods
Hypothetical Top Quintile minus Universe Returns of MFS® Global Stock Selection Model 31 May 2011 to 31 Dec 2024

6m 12m 18m
Time Horizon

The returns depicted have not been achieved by an actual portfolio and cannot be used to predict future performance of
any actual portfolio. The returns do not reflect transaction or trading costs, or the deduction of advisory fees, as one would
find in actual advisory portfolios. Top quintile minus universe returns are average returns of a hypothetical basket of stocks
within the top quintile of model scores minus the average return of all the stocks in the universe. The universe of stocks
used for this analysis is MFS' Global estimation universe, roughly the 2,800 largest stocks by market capitalization that
meet MFS' daily production investment criteria. This estimation universe is not an index.

Summary

Fundamental and quantitative research use distinct approaches, each with unique strengths,
limitations, and style characteristics. For our Blended Research portfolios, we believe the unique
alpha opportunities do not come from the quantitative model or our fundamental analysts
independently, but rather from investing in the ‘intersection’ of these opportunities. For this reason,
we deliberately design our models with a longer-term horizon to capture and sustain that overlap,
rather than relying on either approach in isolation.

Endnotes

Exhibits 1 and 2: Number of strategies reporting turnover and number of holdings differs. Numbers of strategies reporting holdings are:
Global Large Cap Core (211 fundamental, 85 quantitative); US Large Cap Core: (211 fundamental, 83 quantitative); ACWI ex US Large Cap
Core: (53 fundamental, 13 quantitative); Pan-Europe Large Cap Core: (31 fundamental, 17 quantitative); Emerging Markets Large Cap Core:
(22 fundamental, 25 quantitative). Numbers of strategies reporting turnover are: Global Large Cap Core: (172 fundamental, 73 quantitative);
US Large Cap Core: (182 fundamental, 64 quantitative); ACWI ex US Large Cap Core: (46 fundamental, 13 quantitative); Pan-Europe Large
Cap Core: (29 fundamental, 14 quantitative); Emerging Markets Large Cap Core: (22 fundamental, 25 quantitative).

Exhibit 3: Top quintile baskets are roughly the top 560 stocks ranked by global stock selection model scores, equal weighted. Each month
end, the top quintile and universe baskets are formed using model scores as of that point in time, average returns for the subsequent return
horizons are computed for each basket, and the difference (top quintile minus universe) is taken. For example, to calculate the top quintile
minus universe returns for 31 December 2015, top quintile and universe hypothetical baskets are formed using scores as of that date. The
average returns for the top quintile and universe baskets are then computed at horizons between 1 and 18 months. The top quintile minus
universe returns are then the differences in the returns for these two baskets. This is repeated each month for the observation period and
averaged to calculate the returns shown in this chart. Results may vary depending on the date this hypothetical calculation is run. Each time
the calculation is repeated, the returns for all past periods are recomputed using the most recent security data in FactSet as applied to the
then-current hypothetical baskets.

The model and the stocks included in the hypothetical baskets change over time because of a variety of factors including changes in the
composition of the MFS Global estimation universe, changes in relevant data (e.g., due to third-party data updates), corporate actions, etc.
Any changes made to the model are not retroactively applied to the older model scores. Investments selected using quantitative models
may not produce the intended results because of, among other things, the factors used in the models, the weight placed on each factor in
the models, changing sources of market return, and technical issues in the design, development, implementation, and maintenance of the
models (e.g., incomplete or inaccurate data, programming or other software issues, and technology failures).
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The views expressed in this report are those of MFS and are subject to change at any time. These views should not be relied upon as investment advice, as securities, recommendations or as an
indication of trading intent on behalf of the advisor. Past performance is no guarantee of future results. No forecasts can be guaranteed.

Diversification does not guarantee a profit or protect against a loss. Past performance is no guarantee of future results.

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 r.l. 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”).

MILHK 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. For readers in Saudi Arabia, Kuwait, Oman, and UAE (excluding the DIFC and ADGM). In Qatar strictly for sophisticated investors and high net worth
individuals only. In Bahrain, for sophisticated institutions only: The information contained in this document is intended strictly for professional investors. The information contained

in 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 or an opinion or guidance on a
financial product, service and/or strategy. Whilst great care has been taken to ensure that the information contained in this document is accurate, no responsibility can be accepted for any
errors, mistakes or omissions or for any action taken in reliance thereon. You may only reproduce, circulate and use this document (or any part of it) with the consent of MFS international
UK. Ltd (“MIL UK”). The information contained in this document is for information purposes only. It is not intended for and should not be distributed to, or relied upon by, members of the
public. The information contained in this document, may contain statements that are not purely historical in nature but are “forward-looking statements” These include, amongst other
things, projections, forecasts or estimates of income. These forward-looking statements are based upon certain assumptions, some of which are described in other relevant documents

or materials. If you do not understand the contents of this document, you should consult an authorised financial adviser. Please note that any materials sent by the issuer (MIL UK) have
been sent electronically from offshore. 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. Massachusetts Financial Services, Inc.”
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