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Introduction

Anti-obesity wonderdrugs. An end to
diabetes. A shortcut to cardiovascular
health. Investors with an eye on the
headlines will have been hard pressed to
avoid news from the life sciences sector in
recent years. Ever since Novo Nordisk made
its anti-obesity drug Wegovy widely
available in 2021, biotech has been second
only to the world of Artificial intelligence (Al)
for its ability to be part of the Zeitgeist.

And little wonder. Helped by its new anti-obesity
treatments, Novo Nordisk has seen its share price
quintuple since 2020 and it is now Europe’s
largest company by market cap. Eli Lilly, the
maker of Wegovy competitor Zepbound, has
likewise seen its share price rise more than sixfold
over the same period.'

So much for the blockbusters, but look beyond
the headlines and it becomes clear that the
investment case for life sciences and biologics is
more than skin-deep.

In this issue of our regular Spectrum report, our
investment teams make the case for a nuanced
approach to investing in this arena of innovation.
Although the brand-named drugs and treatments
may have garnered the most attention, our teams
argue there is still headroom for investors who
know where to look.

' Source: Bloomberg as of July 2024.

As ever, we bring in thought leaders from across
Federated Hermes to air their differing
approaches. First, our Sustainable Global Equity
team examine the life science tools and services
firms that are carving their own space away from
the spotlight. Next, our investment team at
Kaufman examine the IPO landscape in a sector
fuelled by lightning-speed innovation.

In part three of our report, our private equity
team explain why they take a ‘picks and shovels’
approach to investing in the sector with a
strategy that aims to limit exposure to riskier,
early-stage companies.

Finally, our real estate team at MEPC look at how
an ongoing imbalance between supply and
demand for lab space can provide a tailwind for
real estate investors.

We hope you enjoy this report.

Geoff Spiteri
Director, Global Content at Federated Hermes
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While treatments for obesity have dominated the healthcare investment narrative over the
past 18 months, they are by no means the only secular growth story. We see the life sciences
industry as well positioned to benefit from structural trends.

Fast reading

@ The healthcare sector is set for continued expansion
on the back of ongoing population growth, higher
life expectancy, improved availability, continuing
innovation and increased personal and institutional
spending power.

@ As well as benefiting from this structural growth, life
sciences businesses such as contract development
and manufacturing organisations (CDMOs) and
healthcare equipment providers are well positioned
to exploit secular trends including the shift to
biologics and the need for more intense research
and development (R&D).

A range of factors have driven significant ongoing growth in

healthcare spending as a percentage of GDP since the 1960s,
particularly in developed countries. Most of these drivers will
continue to be present in the market in the coming decades:

@ Population growth: The world's population has more than

tripled since the mid-twentieth century, reaching 8.0 billion
in November 2022. United Nations estimates see it hitting
9.7 billion in 2050 and peaking at nearly 10.4 billion in the
mid-2080s2.

@ Life expectancy: Global life expectancy at birth rose
from 46.5 years in 1950 to 71.7 years in 2022; by 2050 it is

expected to reach 77.3 years, partly as a result of improved

healthcare.? A larger aging population in itself creates
greater healthcare demand.

@ Availability: The World Health Organisation’s Universal
Health Coverage (UHC) service coverage index increased
from 45 to 68 between 2000 and 2021 (although
improvements in coverage have slowed in recent years)*.

The World Economic Forum estimates global
healthcare spend increased by more than

40%

between 2018 and 2022, reaching

USS12tn

@ Innovation: Significant drug discoveries and new methods
of treatment for diseases such as cancer and diabetes
have boosted demand. Looking ahead, the application
of technology including artificial intelligence, 3D printing,
gene editing, virtual reality and smart bandages is set to
accelerate at an unprecedented rate®.

@ Spending power: Both individuals and governments have
more money to spend on treatment; the World Economic
Forum estimates global healthcare spend increased by
more than 40% between 2018 and 2022, reaching US$12tn®.

2 'Population: Our growing population’. United Nations website accessed 19 February 2024.

3 'Population Prospects 2022: Summary of Results’. Published by the United Nations Department of Economic and Social Affairs. Accessed 19 February 2024.
# 'Universal health coverage (UHC)'. Published on the World Health Organization website, 5 October 2023.

®'5 innovations that are revolutionizing global healthcare’. Published by the World Economic Forum, 22 February 2023.

¢ 'World Heath Day: 8 trends shaping global healthcare’. Published by the World Economic Forum, 5 April 2023.
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https://www.un.org/en/global-issues/population
https://www.un.org/development/desa/pd/sites/www.un.org.development.desa.pd/files/wpp2022_summary_of_results.pdf
https://www.who.int/news-room/fact-sheets/detail/universal-health-coverage-(uhc)
https://www.weforum.org/agenda/2023/02/health-future-innovation-technology/
https://www.weforum.org/agenda/2023/04/world-health-day-healthcare-trends/
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Figure 1: Government health expenditure as a percentage of
GDP (1930-2021)
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Source: Our World in Data.

With improving access to healthcare in emerging market
countries offering signifcant opportunities, we believe the
sector can expect an ongoing overall annual growth rate of
around 4%.

Over the past 12-18 months, investor attention has largely been
captured by the excitement around GLP-1s — the wonder drugs
originally developed to treat diabetes but that offer a potential
solution to the spiralling global obesity epidemic. While this
enthusiasm is justified, it has tended to dominate the narrative
to the extent that other dynamic long-term investments within
the healthcare arena have been overlooked.

We believe the life science sector and related businesses represent
a strong but somewhat overlooked long-term opportunity.

We believe life science tools and
services businesses represent a
strong but somewhat overlooked
long-term opportunity.

The business case for life science tools
and services

As well as the structural growth of the healthcare market
globally, companies focused on life sciences services and
equipment benefit from two strong secular growth themes.

Theme 1: The shift to biologic drug production
Historically, the pharmaceutical industry focused on small-
molecule pills or chemotherapy-type ‘poisons’ to treat
illnesses. However, over time, these approaches have offered
diminishing returns. Increasingly, the sector is moving towards
the commercialisation of monoclonal antibodies — as well as
next-generation treatments such as gene and cell therapy.

Monoclonal antibodies are a group of proteins known as
immunoglobulins; they are essentially identical copies of
specific antibodies that can be used in the diagnosis and
treatment of diseases.

The shift towards biologic drug production has already
been in play for a decade, but we have good visibility on it
continuing; around 70% of pipeline starts and 40-50% of
production are currently biologics, leaving a lot of
remaining potential.’

As more complex molecules, monoclonal antibodies require
different discovery and production technologies from
traditional medicines; the transition to biologics is therefore
driving high single-digit growth for companies exposed to
this megatrend.


https://www.nature.com/articles/s41587-022-01630-6
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The increasing spend required by

the need for higher intensity

research creates a growth market

for both CDMOs and laboratory
equipment manufacturers.

Figure 2: Biologics market forecast growth (2022 to 2032)
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Source: Precedence Research
https://www.precedenceresearch.com/biologics-market, as at 2022.

Figure 3: Decline in returns on investment (Rol) from
biopharma R&D over time, measured by % return
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Theme 2: Declining productivity in drug R&D

The returns on R&D investment in the pharmaceutical industry
have been steadily declining over the past 30 to 40 years.

A constant flow of drug discoveries through the 1980s and
1990s slowed in the new century as the incremental market
opportunity became smaller. This raised the bar to take
forward new drugs. At the same time, the intensity of research
required to isolate potential candidates for commercialisation
has become much higher.

Overall, the necessary spend to generate the same level of
output in terms of drug sales has risen significantly. This
increasing spend creates a growing market for both contract,
development and manufacturing organisations (CDMOs) and
laboratory equipment manufacturers.

Life sciences and sustainability

The life sciences sector is generally well-aligned with positive
societal outcomes. CDMOs and equipment manufacturers
help to minimise the cost of drug discovery and the delivery
of new medicines, while ultimately helping with the
challenges of unmet medical need.

The efforts of these life science businesses contribute directly
to UN Sustainable Development Goal® (SDG) 3, which aims to
promote healthy lives and well-being for all.

According to the UN, the Covid-19 pandemic and other crises
have impeded progress towards Goal 3 in recent years, with
increases in treatable illnesses including tuberculosis and
malaria.? Companies with a diagnostic portfolio are using their
tools to directly help address these key public health challenges.

8 Sustainable Development Goals (SDGs): The SDGs are a set of 17 interconnected goals that were adopted by all UN member states in 2015. They are a universal
call to action to end poverty, protect the planet and improve the lives and prospects of everyone, everywhere, by 2030. Learn more here: https://www.undp.org/

sustainable-development-goals.

? '‘Goal 3: Ensure healthy lives and promote well-being for all ages’, Health — United Nations Sustainable Development.



https://www.precedenceresearch.com/biologics-market
https://www.undp.org/sustainable-development-goals
https://www.undp.org/sustainable-development-goals
https://www.un.org/sustainabledevelopment/health/
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Investment implications

We see significant long-term investment potential in the best
companies among two main types of life science business:

@ Contract, development and manufacturing
organisations (CDMOs): Businesses providing third-
party services to pharmaceutical firms to develop and
produce drugs, taking them from concept to active use in
bettering the lives of patients.

@ Specialist tool and equipment manufacturers: Makers
of instruments and related consumables used for a)
diagnostic testing in a hospital or other healthcare
environment (as well as for DNA verification at crime
scenes); b) life sciences research in discovery settings
such as academia or at large biopharma companies.

While the life sciences sector has underperformed
against other sectors, this has been caused by three
transitory headwinds:

1 The end of the Covid-driven boost in healthcare
spending.

2 A funding crisis within biotech which led to spending
cuts by emerging biopharma companies.

3 The debt crisis in China, which has dampened growth.

Broadly negative sentiment towards the healthcare sector
impacted a number of firms with strong fundamentals,
including those held by our Sustainable Global Equity
Strategy. However, given the structural trends in play, we
have strong conviction in the long-term opportunities for
these companies.

Despite short-term issues in China, healthcare and the levelling
up of provision to a first-world standard continues to be a major
commitment within the country’s five-year plan. China is also
aiming to rival the West in terms of drug discovery.

More broadly, the rise in spending, the transition to biologics
and the increased focus on drug R&D should act as strong
drivers for long-term secular growth in healthcare.

High-quality life science stocks will be well-positioned to
reap the rewards while contributing strongly to a more
sustainable future.

High-quality life science stocks
will be well-positioned to reap
the rewards of rising spend, the
ongoing transition to biologics
and the increased intensity of
drugs R&D.




Part two:
Politics, pitfalls and
the potential for
big rewards
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Jordan Stuart

Client Portfolio Manager,
Kaufmann Growth Equity
Strategies

Key takeaways

@ Biotech companies are innovating at breakneck
speed, creating products and processes that never
before existed.

@ Currently, biotech valuations are attractive; innovation
is on sale.

@ Investing in biotech involves greater risk, along
with potentially greater reward. We believe our
team’s biomedical expertise and experienced active
management offers an advantage.

The current state of the biotech industry

In early 2020, the World Health Organisation estimated that
a Covid-19 vaccine would require at least 18 months of
development time. Traditional vaccine development takes
10 years or more. So how did we get a safe and effective,
FDA-authorised Covid-19 vaccine delivered to the public
on ice by December 20207 It would not have been possible

without biotechnology-led advances in vaccine development.

Excitement over the speed and efficacy of the Covid-19
mRNA vaccines, the first successful commercialisation of an
mRNA vaccine, (not to mention billions in government
funding and low rates) sent the entire Russell 2000 Growth

Biotechnology Subsector Index up more than 100% from
March 2020 to January 2021. For a short period from 2020-
2021, investors were willing to finance high-risk, early-stage
concepts, and bankruptcies were historically low.

Recent events have challenged biotech investing and
increased the value of active management, in our view.
Since its peak in January 2021, the Russell 2000 Growth
Biotechnology Subsector Index has fallen significantly and
bankruptcies have hit a 10-year high. Poor recent returns of
the aggregate industry reflect higher interest rates, but also
political and drug pricing challenges to commercial success.
It is now harder to forecast sales, making biotech companies
difficult to value, even when they have a medicine that works.
The good news is that thanks to 2020-2021's exuberance-
funded viable early-stage projects, the pace of biotech
innovation has accelerated — and valuations are attractive.
Active managers with the experience to navigate challenges
should, we believe, now be in a position to identify
undervalued biotechs with significant upside potential.

Five key biotech headwinds

1) Costs of capital: Higher costs of capital restrict borrowing
power for biotechs. Additionally, higher rates have made it
harder for biotechs to fundraise. The biggest source of capital
for biotech companies is equity, not debt, and it's been hard
to compete with 5%+ returns on ‘cash’. Venture capital
investments in biotech companies were approximately
US$24bn in 2023, down from US$54bn in 2021."" If rates
remain high, lack of funding may weigh on biotech.
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2) Drug pricing: Projecting the commercial success of
products is challenging. The US government’s Inflation
Reduction Act (IRA) has added complexity, by empowering
the government to negotiate select drug prices directly with
biotech and pharma companies. Negotiated prices don't kick
in until 13 years after approval for eligible biologics, but the
effects on the industry are generally seen as negative,
lowering the lifetime revenue of biologics by 3-4%,'? deterring
innovation and reducing the number of drugs in
development. The first negotiated prices go into effect in
2026 for the first 10 drugs selected for negotiation; 60 drugs
will have been selected for negotiation by 2030. The IRA also
limited annual price increases above inflation. It's too soon to
tell the impacts on the industry, but the IRA could curb early-
stage funding, as well as change pipeline prioritisation,
impact launch-price strategy, and more.

3) Market sentiment: New drug development requires
substantial early and on-going investment, and the path

to potential profitability is years-long and complex.

To compensate for upfront costs and high risks, investors
seek high returns. Returns in biotech are driven by events like
successful clinical trials, mergers and acquisitions (M&A), and
initial public offerings (IPOs). Yet it is difficult to value biotech
companies to determine if the risk is worth the potential
reward. This can deter investors, especially in a high risk-free
rate environment.

4) Regulation: Regulatory headwinds could stall innovation
progress and commercialisation of new drugs. For example,
gene editing will require a regulatory framework, and FDA
approvals of new Al algorithms take time. However, if these
innovations can improve patient outcomes, regulators should
be keen to facilitate them.

5) Insurance coverage: Costs of new biologics are
considerably higher than small molecule chemical
pharmaceuticals because of their complexity, making
insurance coverage key to commercialisation.

Six tailwinds for biotechs

1) Declining interest rates: Biotech stocks are extremely
rate-sensitive. However, the Federal Reserve is at the end of
its rate-hiking cycle, and in the past, biotech stocks have
rallied as the yield on the 10-year US Treasury declined.

2) Record Big Pharma cash reserves: Big Pharma had
US$1.37tn cash available as of December 12, 2023, the most
cash on record (records going back to 2014), excluding 2022."

3) A steep, fast-approaching patent cliff: The top 10 Big
Pharma companies have 190 drugs that will lose or have
already lost patent exclusivity between 2022 and 2030,
including 69 blockbuster drugs.™ New drugs cost billions and
take years to develop, so Big Pharma companies often
acquire smaller biotech companies that already have clinical
proof-of-concept (Phase Ill or later).

4) Innovation: The speed and significance of recent
innovations, along with Al's potential impact on the industry,
are promising. Within the last couple of years, the industry has
commercialised new anti-obesity medications, made
advances in diagnostics for disease detection, and developed
new genomic and regenerative medicine techniques such as
gene and cell therapy. A new era for gene therapy began in
December 2023 with the US Food and Drug Administration
(FDA) approval of Casgevy, the first FDA-approved therapy to
use CRISPR'™ gene-editing technology. Scientific
breakthroughs such as these should, we believe, drive returns
no matter the market conditions.

5) Large and growing market: The global population is
growing and getting older. The percentage of Americans
aged over 65 is expected to increase 25% by 2050. People
tend to spend more on healthcare as they age.

6) Artificial intelligence (Al) can digest and analyse the
complex data generated by the healthcare industry, leading
to increased productivity and accuracy, lower costs and other
as-yet unimaginable outcomes. Al already has proof-of-
concept in radiology, where Al is facilitating human diagnosis
by extracting more features from images than is possible with
the human eye, analysing and classifying images, and
making predictions.

"Larry Light, “Why Battered Biotech May Be Turning Around,” January 2024, Chief Investment Officer. February 2024.

'2 Navigating IRA's Impact on Drug Pricing and Innovation | BCG.

'3 Life sciences dealmaking in a time of change | EY—- Global.

™ Looming Patent Cliff will be Pharma's Moment of Truth | BioSpace.

S CRISPR (short for ‘clustered regularly interspaced short palindromic repeats’) is a technology that research scientists use to selectively modify the DNA of

living organisms.


https://www.bcg.com/publications/2023/navigating-inflation-reduction-act-impact-on-drug-pricing-innovation
https://www.ey.com/en_gl/insights/life-sciences/mergers-acquisitions-firepower-report
https://www.biospace.com/article/looming-patent-cliff-will-be-pharma-s-moment-of-truth/
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Figure 4: Biopharma firepower Figure 5: Big pharma-biotech M&A hit a record high of 38

deals in 2023
Big Pharma has hundreds of drug patents expiring soon and

near-record firepower available for deals.
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successful clinical trials, IPOs, M&A and commercialisation, it
takes years to achieve these milestones, and many fail along the
way. From 2015 to 2022, companies at Phase Ill or later stages of
development drove more than 70% of biotech M&A activity
between big pharma and biotech companies. In 2023, for the
first time, more than 20% of deals were Phase | or Pre-clinical.
However, deals rarely happen at early stages, instead mostly
occurring after drugs have received FDA approval and reached
the commercial stage — and only about 14% of all drugs in Phase
| of clinical trials go on to achieve FDA approval.”

From 2015 to 2022, companies at Phase Il or
later stages of development drove more than

70%
0 of big pharma-biotech M&A activity.

"6 Biotech bankruptcies hit 10-year peak in 2023 (fiercebiotech.com).

7 Chi Heem Wong, Kien Wei Siah, Andrew W Lo."Estimation of clinical trial success rates and related parameters” January 2018. Accessed via American Council on
Science and Health, May 2024.


https://www.fiercebiotech.com/special-reports/biotech-bankruptcies-break-10-year-record-2023
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High costs can be a target for
political intervention

Even if a drug does achieve FDA approval in the US,
commercial success is not guaranteed. The size of the
addressable market, price and the drug's accessibility to
patients are also key measures of success. These factors make
it more difficult to value biotech companies but give
experienced active managers another potential edge.

Regarding pricing, new biotech medicines are generally more
expensive than traditional medicines, especially biologics.
This is primarily because biologics are large, complex
molecules that are more difficult and expensive to develop,
get FDA approval, manufacture, and administer to patients.
Because of their expense, many new drugs marketed in the
US require health insurance coverage to be accessible to
most patients — another factor to consider when valuing
biotech companies. High costs can also make drugs a target
for political intervention, such as IRA price negotiations.

We believe high costs are generally equal to the products
being developed. We are cautiously optimistic that
governments and insurance companies will continue to pay
for drugs with proven, unparalleled health and quality-of-life
outcomes. Our active management seeks to find these

rare but unstoppable successes in the early stages of

their development.

For further insights on our Kaufmann strategies please
click here.



https://www.federatedhermes.com/us/about/people/jordan-stuart.do
https://www.federatedhermes.com/us/about/people/jordan-stuart.do
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Part three:

The sector in context



A sector primer:

What 1s biotech?
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The biotech industry emerged in the latter half of the last
century along with world’s first biologics'®, such as insulin and
Human Growth Hormone, but the pace of development and
market penetration was slow. This is because biotech requires
genetic variations to target, and the number of known targets
was relatively low until the Human Genome Project set the
goal in 1990 to generate the first complete sequence of the
human genome.

In 2001, Science and Nature magazine published the near-
complete sequence of the human genome, enabling
scientists all over the world to begin researching new
treatments for diseases that have genetic origins, such as
cancer, heart disease, Parkinson’s and Alzheimer’s. Since then,
the number of known targets has increased exponentially,
enabling the biotech industry to take off.

Currently, most drugs available on the global market are still
small-molecule, chemical drugs. This is changing, however.
Biologics currently dominate the global top-selling drugs list"?
and, while much is attributable to higher costs, their share of
the global market is 40%% and growing. In fact, the biologics
market grew more than three times faster than the small-
molecule market between 2018 and 2023, by 14% versus 4%.%!

Currently, most drugs available on the
global market are still small-molecule,
chemical drugs with biologics only

2 0/ of US prescriptions as
0 recently as 2017

Companies in the biotech industry not only make new drugs,
they also include service providers and drug delivery
companies. Examples of biologics include GLP-1s (anti-
obesity treatments), Covid-19 vaccines and human growth
hormone (HGH).

How big is the biotech investment
universe?

The Broadridge US 'Equities Theme Biotech’ category is
made up of 17 funds totaling US$23bn in AUM with one
third of those assets in active products.

@ For the last three years, this category and custom
universe has been out of favor and experiencing
outflows (about US$4bn for the Broadridge category
and US$31bn for the custom universe).

@ A rolling three-year correlation of a small cap biotech
index returns to median biotech market cap suggests
a cyclical relationship with correlations moving up and
down over time.

Source: Federated Hermes, Broadridge as of July 2024.

Outlook: Six ways Al could
revolutionise biotech

Artificial intelligence (Al) could have a significant impact on
the biotech industry in the coming decades. Near-term, it will
likely help reduce the burden of mundane, administrative
tasks. Over time, we might expect Al to reduce how long it
takes to move from pre-clinical to Phase | and Phase Il trials.
Below we consider six areas where Al could change the life
sciences game.

1) Drug discovery: Al has already proven effective as a way
of reducing the time and cost of traditional drug discovery
methods. Al algorithms, for example, can screen massive
biological datasets and recognize patterns to identify
promising drug candidates with high likelihoods of success.
By 2025, drug discovery is expected to account for the largest
segment of the global biopharmaceutical Al market, with an
increase in size from US$159.8m in 2018 to some US$3bn.?

8The term biologics refers to a class of drugs based on DNA and made with biological material. Until biologics became a point of focus, pharmaceuticals were

exclusively made with chemicals. Biologics are typically large, complex molecules.

' Pharma Pulse: Top-Selling Small Molecules & Biologics — DCAT Value Chain Insights (dcatvci.org).

2 Medical biotechnology—- Statistics & Facts | Statista.

2! Global Pharma Industry Outlook: The Ups and Downs & Projections Near Term — DCAT Value Chain Insights (dcatvci.org).

2 Statista Biopharma Al market worldwide by application 2025 forecast | Statista.



https://www.dcatvci.org/features/pharma-pulse-top-selling-small-molecules-biologics/
https://www.statista.com/topics/1634/biotechnology-industry/#topicOverview
https://www.dcatvci.org/features/global-pharma-industry-outlook-the-ups-and-downs-projections-near-term/
https://www.statista.com/statistics/1085156/biopharma-ai-market-global-size-by-application/
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2) Drug design: Generative Al can be a useful tool in
developing novel drug designs. It can, for example, expand

a chemical library by designing compounds with specific
properties such as stability and reactivity. In 2023, Absci, a
generative Al drug creation company, was the first to use
generative Al to produce novel antibody designs and validate
them in the lab. We expect this to be the beginning of a
broader trend as pharmaceutical companies begin to
understand and to leverage the power of generative Al.

3) Drug repurposing: Al also has a role in taking existing
drugs and treatments and finding new ways to use them.

It has the ability to model proteins in 3D and identify novel
targets or binding sites that interact favorably with existing
drugs. This, then, can assist in label expansion and in

extending the shelf life and profitability of existing treatments.

4) Clinical trial optimisation: Al can identify ideal patient
populations by cross-referencing bio-markers with electronic
health records. This can help find patients who are more likely
to respond to treatment. It can also examine correlations in
demographics, dose, reported outcomes and toxicities which,
in turn, can help identify the lowest possible dose that results
in a therapeutic benefit. By doing so it can also help minimize
the probability of expensive trial failures.

5) Healthcare analytics and tools: Al solutions can collect
and analyse medical findings to find trends and patterns.
Al-powered tools can help aggregate, summarise, and
contextually present the relevant patient records to clinicians.

6) Diagnostics and prognostics: Massive amounts of
healthcare data are produced every day — patient health
records, image data from magnetic resonance imaging (MRI)
and computed tomography (CT) scans, disease registries,
surveys, medical claims, genomic datasets, clinical trial data -
Al can read this complex data to help develop more accurate
prognostic tools. It can also read biological data (like
genomes) to detect disease biomarkers.

Al also has a role in taking
existing drugs and
treatments and finding
new ways to use them.




Part four:
The private
markets approach
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1) A ‘picks-and-shovels’ route

to biotech opportunity

Christian Mankiewicz

Head of Portfolio
Management, Private Equity

The private equity team seeks to tap into the biotech
growth story through a more defensive route that limits
exposure to riskier, early-stage companies. Instead, the
team looks to buy into firms that produce the tools and
tech that many biotech groups require.

Biotech sits at the intersection between two key megatrends
that are reshaping the trajectory of global economic growth.
‘Accelerating technological innovation’ and ‘demographic/
societal change’ are among the four secular themes that we
believe will drive the global economy over the long term —
and the biotech sector is being shaped by both.

These two themes — alongside the shift to net zero and the
realignment of the centre of gravity in the global economy —
form the core of the thematic framework that guides how our
private equity portfolios are positioned.

The rising need for healthcare services across emerging
markets and an aging population in the developed world put
biotech at the centre of the sustainability story, helping to
make healthcare more effective, more personalised and
more accessible.

At the forefront of healthcare innovation, biotech is now
responsible for the top 10 highest-selling drugs globally?.
For companies in the sector, an approved drug or treatment
offers enormous potential for profitability; drugs enjoy
extended patent protection of 12 years, compared to just
five for other pharmaceuticals, and are also much more
challenging for competitors to replicate. Additionally,
biotech firms are often prime candidates for acquisitions

by large pharmaceutical groups.

Such high rewards, however, can necessitate higher risk.
Biotech is a complex and risky arena for investors; the road to
success in the sector is littered with many billions of dollars’
worth of failed drugs, trials, and treatments that never make it
to market. According to the US National Institutes of Health,
only 10% of new drugs survive the rigorous approval process,
with an estimated industry spend of US$1.5bn per

approved drug?®.

Enablers: a defensive route into
the opportunity

The private equity team at Federated Hermes seeks to
participate in the biotech growth opportunity through a more
defensive route that limits exposure to riskier, early-stage
companies or foundational research where capital intensity is
high and outcomes are binary. Instead, the team looks to
access the industry via a so-called 'picks and shovels’
approach that involves buying into companies that produce
the consumables, tools and technologies which many biotech
companies require.

As the industry’s enablers, such companies often have a
recurring revenue model, a high margin and indirectly benefit
from biotech growth. However, they are also drug agnostic —
able to horizontally address different drug developments that
are ongoing at the same time — as well as being diversified
across the market.

According to the US National 1 0 (y
Institutes of Health, only 0
of new drugs survive the rigorous approval
process, with an estimated industry spend of

US$1.5bn ..o

2 Statista, 2023 (https://www.statista.com/statistics/299138/top-selling-biotech-drugs-based-on-revenue).

 Approval success rates of drug candidates based on target, action, modality, application, and their combinations — PMC (nih.gov).

% Next-Generation Biomanufacturing Market — Analysis & Forecast | BIS Research.



https://www.ncbi.nlm.nih.gov/pmc/articles/PMC8212735/#:~:text=The%20current%20success%20rate%20of,during%20the%20past%20few%20decades.
https://bisresearch.com/industry-report/next-generation-biomanufacturing-market.html
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Bioproduction: mission-critical technologies

Bioproduction is a biotech industry enabler that
produces biological products and chemicals (such as
antibodies, antigens and plasma) and sells it into a
diverse client base across the biopharma sector.
Bioproduction is a large and GDP-agnostic sector,
growing at a double-digit rate each year®.

From an investment point of view, we are identifying
opportunities in the space with a high-degree of mission
criticality, strong pricing power and limited key inputs.

Going forward, bioproduction is building on disruptive
technology that is supporting the next-generation of
drug development.

The private equity gateway

The high-stakes nature of biotech research and development
(R&D) makes it difficult for investors to pick the winners.
However, by targeting growth-oriented, mature companies
and consolidating individual exposure through mergers and
acquisitions (M&A), we see opportunity to benefit from the
success of the overall industry. Our approach allows us to
avoid the extreme volatility of the listed segment and the
large corporates where the value creation has already
happened. Instead, we are able to target positions in smaller,
privately owned, pure-play companies that sit below the
mainstream radar and have significant room to grow.

Private equity is among the most effective routes into this
lower-risk area of the industry, where the potential for growth
remains high.

For further information on Federated Hermes' Private
Equity capabilities, please click here.



https://www.hermes-investment.com/uk/en/institutions/investments/private-markets/private-equity/
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2) A life sciences boom and the

surge in demand for lab space

Philip Campbell
Commercial Director —
Milton Park, MEPC

The ongoing imbalance between supply and demand of
lab space across the UK's ‘golden triangle’ region —
between London, Oxford and Cambridge — continues to
create strong rental growth prospects

We are in a golden age for life sciences. In the aftermath of
the Covid-19 pandemic, investor interest in life sciences real
estate has boomed and a supply-demand imbalance of
available lab and manufacturing space has driven rental
growth. Industry data shows that the UK’s life sciences 'golden
triangle’ region — between London, Oxford and Cambridge —
requires more than 1.8 million sq ft of new lab space® to
satisfy current requirements.

Even before the pandemic, interest in life sciences-related real
estate was rising. In 2023, the UK government established the
Department of Science Innovation and Technology, putting
the sector at the front of the government's priorities. It also
published an ambitious 10-point plan to make the UK a
‘science superpower’ by 2030, which included a £650m
support package for the life sciences sector.

Ex-UK Chancellor Jeremy Hunt's Mansion House Reforms
announced in July 2023 could funnel up to £75bn into British
start-ups by 2030, most of which would likely be directed to
high-growth sectors like science and technology, creating a
more stable funding environment in the process?.

While increased investment and focus on life sciences has
been welcome, following the Labour party’s landslide win in
July’s general election, it will be critical for the sector to retain
cross-party support, maintaining an attractive environment for
investors and demonstrating the UK is open for business.

Figure 7: Life Science funding within the UK

Total Venture Capital Funding raised by UK Life
Science Companies
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Source: Pitchbook (all VC Pharma & Biotech, Life Sciences, Ag Tech, Medical
Devices, Meditech, Life Sciences (include related keywords) Search HQ only.

Over the last year, both public and private investment has
accelerated, while technology and data, artificial intelligence
(Al) and other emerging fields are driving further growth in
the market.

In total, £339m of assets were bought and sold in the ‘golden
triangle’ region in the first quarter of 2023, an increase over
the same period in 2021 and 2022%, despite the challenge of
higher rates.

In the UK, the sector employs more than 280,000 people and
contributes £94bn to the economy every year?. In addition to
Covid-19, the long-term demographic trend of ageing
populations in developed countries, and rising demand for
medical technology and treatments, are expected to drive
structural tailwinds for the life sciences sector.

% United Kingdom's Golden Triangle suffering from 1.8msf shortfall of lab space | News | Institutional Real Estate, Inc. (irei.com).

27 UK government unveils plan to direct £75bn from pension funds to startups | Sifted.

2 European life sciences real estate set to boom, research finds | News | Real Assets (ipe.com).

? Chancellor reveals life sciences growth package to fire up economy — GOV.UK (www.gov.uk).



https://irei.com/news/united-kingdoms-golden-triangle-suffering-from-1-8msf-shortfall-of-lab-space/
https://sifted.eu/articles/uk-government-pension-funds-startups-jeremy-hunt-news
https://realassets.ipe.com/news/european-life-sciences-real-estate-set-to-boom-research-finds/10068187.article
https://www.gov.uk/government/news/chancellor-reveals-life-sciences-growth-package-to-fire-up-economy
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The ongoing imbalance between supply and demand of lab
space across the ‘golden triangle’ region continues to create
strong rental growth prospects. The low vacancy rates for
available laboratory space (below 1% in both Cambridge and
London and 7% in Oxford®) demonstrate the capacity
constraints the market is experiencing. The rental premium for
fitted lab space when compared to conventional office space
is, on average, 70% across the ‘golden triangle’".

UK life scientists were previously part of Horizon, the
European Union'’s (EU) research community but were excluded
for four years following Brexit, resulting in loss of research
grants and a ‘brain drain’ out of the UK. However, last year,
the UK was re-admitted to the programme, although
negotiations with the EU over some research initiatives remain
ongoing. A successful partnership will be crucial to the launch
of new life sciences initiatives — and affect subsequent
demand for real estate. Despite readmittance to Horizon, it is
now more costly to recruit talent from the UK, especially for
smaller or early-stage companies.

There is no doubt the sector has taken a huge leap forward,
but it still faces challenges. Streamlining the planning system
by implementing policies like the Local Development Order
adopted at Milton Park, operated by MEPC as part of
Federated Hermes' real estate platform, will help to support
the delivery of further lab space. Additionally, ensuring
sufficient energy resources are available for science and
technology occupiers to drive forward innovation is another
area where further attention is needed.

Getting the right long-term strategic policies in place to
better support science companies’ commercial outreach will
be pivotal to the sector's fortunes over the coming years.

The trends driving growth of the UK life sciences sector are
also evident in Europe, where clusters are emerging near
universities and hospitals in France, the Netherlands and
Switzerland. The UK faces growing competition from hubs in
Paris, Stockholm, Munich, Amsterdam and Medicon Valley in
Copenhagen-Malmé.

Figure 8: Top 10 European real estate market investment prospects 2024, by sector
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Source: PwC, Urban Land Institute.
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Federated Hermes' real estate development arm MEPC is
the development and asset manager of Milton Park in
Oxfordshire, one of the largest life sciences clusters in the UK
with 3 million sq ft of floor space (including 800,000 sq ft of
laboratory space). Milton Park is home to more than 250
companies and 9,000 employees. Between 2013 and 2022,
more than 7% of total UK equity investment in life sciences
was secured by Milton Park companies®.

For further insights on MEPC and Federated Hermes Real
Estate please click here.

% UK needs more lab space if it wants to be science superpower, ministers told | Science | The Guardian.

3" Savills UK | Spotlight: Golden Triangle Offices & Laboratories.

2 https://www.miltonpark.co.uk/business/milton-park-companies-secure-over-7-of-uks-life-sciences-investment-2/.



https://www.hermes-investment.com/uk/en/institutions/investments/private-markets/real-estate/
https://www.theguardian.com/science/2023/nov/20/uk-needs-more-lab-space-if-it-wants-to-be-science-superpower-ministers-told#:~:text=Demand%20for%20laboratories%20in%20the,agency%20and%20advisory%20firm%20Savills.
https://www.savills.co.uk/research_articles/229130/350489-0#:~:text=On%20average%2C%20fitted%20laboratories%20have,growth%20the%20market%20is%20experiencing.
https://www.miltonpark.co.uk/business/milton-park-companies-secure-over-7-of-uks-life-sciences-investment-2/

22

Marvellous medicine: The investment case for biologics and life sciences

The value of investments and income from them may go down as well as up, and you may not get back the original
amount invested. Any investments overseas may be affected by currency exchange rates. Past performance is not
a reliable indicator of future results and targets are not guaranteed.

For professional investors only. This is a marketing communication. It does not constitute a solicitation or offer to any person to buy or
sell any related securities, financial instruments or financial products. No action should be taken or omitted to be taken based on this
document. Tax treatment depends on personal circumstances and may change. This document is not advice on legal, taxation or
investment matters so investors must rely on their own examination of such matters or seek advice. Before making any investment (new or
continuous), please consult a professional and/or investment adviser as to its suitability. Any opinions expressed may change. All figures,
unless otherwise indicated, are sourced from Federated Hermes. Whilst Federated Hermes has attempted to ensure the accuracy of the
data it is reporting, it makes no representations or warranties, expressed or implied, as to the accuracy or completeness of the information
reported. The data contained in this document is for informational purposes only, and should not be relied upon to make investment
decisions. Federated Hermes shall not be liable for any loss or damage resulting from the use of any information contained on these pages.
All performance includes reinvestment of dividends and other earnings. Please consider all strategy characteristics when investing and not
just ESG characteristics.

Federated Hermes refers to Federated Hermes Limited (“Federated Hermes"). The main entities operating under Federated Hermes are:
Hermes Investment Management Limited (“HIML"); Hermes Fund Managers Ireland Limited (“HFMIL"); Hermes Alternative Investment
Management Limited (“HAIML"); Hermes Real Estate Investment Management Limited (“HREIML"); Hermes Equity Ownership Services
Limited (“EOS"); Hermes Stewardship North America Inc. (“HSNA"); Hermes GPE LLP (“Hermes GPE"); Hermes GPE (USA) Inc. (“Hermes
GPE USA"), Hermes GPE (Singapore) Pte. Ltd (“HGPE Singapore”), Federated Investors Australia Services Pty Ltd. (“FIAS"), Federated
Hermes Japan Ltd (“"FHJL") and Federated Hermes (UK) LLP (“FHUK"). FHUK, HIML, HAIML and Hermes GPE are each authorised and
regulated by the Financial Conduct Authority. HAIML and HIML carry out regulated activities associated with HREIML. FHUK, HIML, Hermes
GPE and Hermes GPE USA are each a registered investment adviser with the United States Securities and Exchange Commission (“SEC")
and HAIML and HFMIL are each an exempt reporting adviser. HGPE Singapore is regulated by the Monetary Authority of Singapore. FHJL
is requlated by Japan Financial Services Agency. FIAS holds an Australian Financial Services Licence. HFMIL is authorised and regulated by
the Central Bank of Ireland. HREIML, EOS and HSNA are unregulated and do not engage in regulated activity.

In the European Economic Area ("EAA”) this document is distributed by HFMIL. Contracts with potential investors based in the EEA for a
segregated account will be contracted with HFMIL.

Issued and approved by Hermes Investment Management Limited which is authorised and regulated by the Financial Conduct Authority.
Registered address: Sixth Floor, 150 Cheapside, London EC2V 6ET. Telephone calls may be recorded for training and monitoring purposes.
Potential investors in the United Kingdom are advised that compensation may not be available under the United Kingdom Financial
Services Compensation Scheme.

In private markets our portfolio may contain illiquid assets. Due to the nature of these assets, being typically private, unique and bespoke,
these portfolio investments will not be as easily sold in the market as publicly traded securities. Ability to redeem from this investment is
limited and may be significantly deferred.

Investing in smaller/medium sized companies may carry higher risks than investing in larger companies.
Investments overseas may be affected by currency exchange rates.

In Argentina: These materials and the information contained herein does not constitute and is not intended to constitute an offer and
accordingly should not be construed as such. The products or services referenced in these materials may not be licensed in all jurisdictions,
and unless otherwise indicated, no regulator or government authority has reviewed these materials, or the merits of the products and
services referenced herein. These materials and the information contained herein has been made available in accordance with the
restrictions and/or limitations implemented by any applicable laws and regulations. These materials are directed at and intended for
institutional investors (as such term is defined in each jurisdiction in which these materials are being marketed). These materials are
provided on a confidential basis for informational purposes only and may not be reproduced in any form. Before acting on any information
in these materials, prospective investors should inform themselves of and observe all applicable laws, rules and regulations of any relevant
jurisdictions and obtain independent advice if required. These materials are for the use of the named addressee only and should not be
given, forwarded or shown to any other person (other than employees, agents or consultants in connection with the addressee’s
consideration thereof).

In Australia: This Strategy Document relates to potential offer of financial products or investment opportunities in Australia (Investment
opportunities). Both Hermes Investment Management Ltd (HIML) and Federated Investors Australia Services Ltd. ACN 161 230 637 (FIAS)
are the distributors of the Investment opportunities. HIML does not hold an Australian financial services licence (AFS licence) under the
Corporations Act 2001 (Cth) (“Corporations Act”). HIML operates under the relevant class order relief from the Australian Securities and
Investments Commission (ASIC) while FIAS holds an AFS licence (Licence Number — 433831).

The offer of Investment opportunities only made in circumstances under which no disclosure is required under Chapter 6D and Part 7.9 of
the Corporations Act. Nothing in this Strategy Document is, or purports to be, an offer to a person to whom disclosure would be required
under Chapter 6D or Part 7.9 of the Corporations Act.

This Strategy Document is not a disclosure document under Chapter 6D of the Corporations Act or a product disclosure statement for the
purposes of Part 7.9 of the Corporations Act. This Strategy Document has not been and will not be lodged with ASIC and does not contain
all the information that a disclosure document or a product disclosure statement is required to contain. The distribution of this Strategy
Document in Australia has not been authorised by ASIC or any other regulatory authority in Australia. In addition, the Fund is not a
registered managed investment scheme, as defined in the Corporations Act.
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This Strategy Document is provided for general information purposes only and is not intended to constitute, and does not constitute, the
provision of any financial product advice or recommendation and must not be relied upon as such. This Strategy Document is not intended
to influence a person in making a decision in relation to a particular financial product or class of financial products, or an interest in a
particular financial product or class of financial products.

This Strategy Document has been prepared without taking account of your objectives, financial situation or needs and you should obtain
independent professional financial advice that considers your circumstances before making any financial or investment decisions.

In 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 to purchase the strategies 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.

In Brazil: The strategies may not be offered or sold to the public in Brazil. Accordingly, the strategies have not been nor will be registered
with the Brazilian Securities Commission — CVM nor have they been submitted to the foregoing agency for approval. Documents relating to
the strategies, as well as the information contained therein, may not be supplied to the public in Brazil, as the offering of strategies is not a
public offering of securities in Brazil, nor used in connection with any offer for subscription or sale of securities to the public in Brazil.

In Brunei: This document is intended for distribution only to specific classes of investors as specified in the Order and must not, therefore,
be delivered to, or relied on by, a retail client. The Autoriti Monetari Brunei Darussalam is not responsible for reviewing any documents in
connection with these strategies. Prospective purchasers of the strategy should conduct their own due diligence.

In Canada: HIML is not registered in Canada as a dealer, adviser or investment fund manager under applicable Canadian securities laws.
Except for the provinces of Alberta, British Columbia, Ontario, Quebec and Nova Scotia, HIML does not engage in the business of, and
none of its activities should be construed as holding itself out as engaging in the business of, advising anyone in any Canadian jurisdiction
with respect to investing in, buying or selling securities. In the provinces of Alberta, British Columbia, Ontario, Quebec and Nova Scotia,
HIML relies on the international adviser registration exemption pursuant to section 8.26 of National Instrument 31-103- Registration
Requirements, Exemptions and Ongoing Registrant Obligations. Prior to carrying on any investment advisory or portfolio management
services for a client located in a Canadian jurisdiction other than Alberta, British Columbia, Ontario, Quebec or Nova Scotia, HIML will first
need to take certain steps to either obtain the appropriate registration or rely on an available exemption from registration.

In Chile: Federated Hermes is not registered or licensed in Chile to provide managed account services and is not subject to the supervision
of the Comisién para el Mercado Financiero of Chile ("“CMF"). The managed account services may not be publicly offered or sold in Chile.

In China: This document does not constitute a public offer of the strategies in the People’s Republic of China (the “PRC"). The strategies
are not being offered or sold directly or indirectly in the PRC to or for the benefit of, legal or natural persons of the PRC. Further, no legal or
natural persons of the PRC may directly or indirectly purchase any of the strategies or any beneficial interest therein without obtaining all
prior PRC's governmental approvals that are required, whether statutorily or otherwise. Persons who come into possession of this document
are required by the issuer and its representatives to observe these restrictions.

In Colombia: This document does not have the purpose or the effect of initiating, directly or indirectly, the purchase of a product or the
rendering of a service by Federated Hermes (“investment adviser”) to Colombian residents. The investment adviser’s products and/or
services may not be promoted or marketed in Colombia or to Colombian residents unless such promotion and marketing is made in
compliance with decree 2555 of 2010 and other applicable rules and regulations related to the promotion of foreign financial and/or
securities related products or services in Colombia. The investment adviser has not received authorisation of licensing from the Financial
Superintendency of Colombia or any other governmental authority in Colombia to market or sell its financial products or services in
Colombia. By receiving this document, each recipient resident in Colombia acknowledges and agrees that such recipient has contacted the
investment adviser at its own initiative and not as a result of any promotion or publicity by the investment adviser or any of its
representatives. Colombian residents acknowledge and represent that (1) the receipt of this presentation does not constitute a solicitation
from the investment adviser for its financial products and/or services, and (2) they are not receiving from the investment adviser any direct
or indirect promotion or marketing of financial products and/or services.

In Hong Kong: The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to exercise
caution in relation to the offer. If you are in any doubt about any of the contents of this document, you should obtain independent professional
advice. The strategies are not authorised under Section 104 of the Securities and Futures Ordinance of Hong Kong by the Securities and
Futures Commission of Hong Kong. Accordingly, the distribution of this document, and the placement of interests in Hong Kong, is restricted.
This document may only be distributed, circulated or issued to persons who are professional investors under the Securities and Futures
Ordinance and any rules made under that Ordinance or as otherwise permitted by the Securities and Futures Ordinance.

In Israel: This document has not been approved by the Israel Securities Authority and will only be distributed to Israeli residents in a
manner that will not constitute “an offer to the public” under sections 15 and 15a of the Israel Securities Law, 5728-1968 ("“the Securities
Law”) or section 25 of the Joint Investment Trusts Law, 5754-1994 (“the Joint Investment Trusts Law “), as applicable. The strategies are
being offered to a limited number of investors (35 investors or fewer during any given 12 month period) and/or those categories of
investors listed in the First Addendum (“the Addendum”) to the Securities Law, (“Sophisticated Investors”) namely joint investment funds
or mutual trust funds, provident funds, insurance companies, banking corporations (purchasing strategies for themselves or for clients who
are Sophisticated Investors), portfolio managers (purchasing strategies for themselves or for clients who are Sophisticated Investors),
investment advisors or investment marketers (purchasing strategies for themselves), members of the Tel-Aviv Stock Exchange (purchasing
strategies for themselves or for clients who are Sophisticated Investors), underwriters (purchasing strategies for themselves), venture capital
funds engaging mainly in the capital market, an entity which is wholly-owned by Sophisticated Investors, corporations, (other than formed
for the specific purpose of an acquisition pursuant to an offer),with a shareholder’s equity in excess of NIS 50 million, and individuals in
respect of whom the terms of item 9 in the Schedule to the Investment Advice Law hold true investing for their own account, each as
defined in the said Addendum, as amended from time to time, and who in each case have provided written confirmation that they qualify
as Sophisticated Investors, and that they are aware of the consequences of such designation and agree thereto; in all cases under
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circumstances that will fall within the private placement or other exemptions of the Joint Investment Trusts Law, the Securities Law and any
applicable guidelines, pronouncements or rulings issued from time to time by the Israel Securities Authority. This document may not be
reproduced or used for any other purpose, nor be furnished to any other person other than those to whom copies have been sent.

Any offeree who purchases strategies is purchasing such strategies for its own benefit and account and not with the aim or intention of
distributing or offering such strategies to other parties (other than, in the case of an offeree which is a Sophisticated Investor by virtue of
it being a banking corporation, portfolio manager or member of the Tel-Aviv Stock Exchange, as defined in the Addendum, where such
offeree is purchasing strategies for another party which is a Sophisticated Investor). Nothing in this document should be considered
investment advice or investment marketing as defined in the Regulation of Investment Counselling, Investment Marketing and Portfolio
Management Law, 5755-1995. Investors are encouraged to seek competent investment counselling from a locally licensed investment
counsel prior to making the investment. As a prerequisite to the receipt of a copy of this document a recipient may be required by the
Issuer to provide confirmation that it is a Sophisticated Investor purchasing strategies for its own account or, where applicable, for other
Sophisticated Investors. This document does not constitute an offer to sell or solicitation of an offer to buy any securities other than the
strategies offered hereby, nor does it constitute an offer to sell to or solicitation of an offer to buy from any person or persons in any state
or other jurisdiction in which such offer or solicitation would be unlawful, or in which the person making such offer or solicitation is not
qualified to do so, or to a person or persons to whom it is unlawful to make such offer or solicitation.

In Japan: Federated Hermes Japan Ltd is registered as a Financial Instruments Business Operator in Japan (Registration Number: Director
General of the Kanto Local Finance Bureau (Kinsho) No. 3327), and conducting the Investment Advisory and Agency Business as defined in
Article 28 (3) of the Financial Instruments and Exchange Act (FIEA). Federated Hermes Japan Ltd is acting as agent or intermediary for the
conclusion of investment advisory contracts or discretionary investment contracts between affiliated companies within the Federated
Hermes group and Japanese licensed discretionary investment managers, trust banks and other Japanese financial institutions. Federated
Hermes Japan Ltd is a member of Japan Investment Advisers Association (JIAA). Reference to Federated Hermes in this material is not
limited to Federated Hermes Japan Ltd, but includes group affiliates.

In Kuwait: This document is not for general circulation to the public in Kuwait. The strategies have not been licensed for offering in Kuwait
by the Kuwait Capital Markets Authority or any other relevant Kuwaiti government agency. The offering of the strategies in Kuwait on the
basis of a private placement or public offering is, therefore, restricted in accordance with Law No. 7 of 2010 and the bylaws thereto (as
amended). No private or public offering of the strategies is being made in Kuwait, and no agreement relating to the sale of the strategies
will be concluded in Kuwait. No marketing or solicitation or inducement activities are being used to offer or market the strategies in Kuwait.

In The Sultanate of Oman: The information contained in this document neither constitutes 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), nor does it constitute an offer to sell, or the solicitation of any offer to buy Non-Omani securities in the Sultanate of Oman as
contemplated by Article 139 of the Executive Regulations to the Capital Market Law (issued by Decision No.1/2009). Additionally, this
document is not intended to lead to the conclusion of any contract of whatsoever nature within the territory of the Sultanate of Oman.

In Peru: All content in this presentation is for information or general use only. The information contained in this presentation is referential
and may not be construed as an offer, invitation or recommendation, nor should be taken as a basis to take (or stop taking) any decision.

This presentation has been prepared on the basis of public information that is subject to change. This information may not be construed

as services provided by Federated Hermes, Inc. within Peru without having the corresponding banking or similar license according to the
applicable regulation.

In Saudi Arabia: The document is provided at your request. This document is only available to (i) Authorised Persons, (ii) Exempt Persons
or (jii) institutions. The strategy is not registered in Saudi Arabia

In South Africa: This document is not intended and does not constitute an offer, invitation, or solicitation by any person to members of the
public to invest. This document is not an offer in terms of Chapter 4 of the Companies Act, 2008. Accordingly this document does not, nor
is it intended to, constitute a prospectus prepared and registered under the Companies Act.

In South Korea: Hermes Investment Management Limited is not making any representation with respect to the eligibility of any recipients
of this document to acquire the strategies therein under the laws of Korea, including but without limitation the Foreign Exchange
Transaction Act and Regulations thereunder. The strategies have not been registered under the Financial Investment Services and Capital
Markets Act of Korea, and none of the strategies may be offered, sold or delivered, or offered or sold to any person for re-offering or
resale, directly or indirectly, in Korea or to any resident of Korea except pursuant to applicable laws and regulations of Korea.

In Spain: This document is issued by Hermes Fund Managers Ireland Limited, Branch in Spain, with Fiscal Identity Number \WW0074815B,
registered in the Mercantile Registry of Madrid, — Volume 40448, Book 0, Sheet 16, Section 8, Page M-718259, first registration, with
domicile at Paseo de la Castellana 18, 7° planta, 28046 Madrid — Spain, and registered in the Comisién Nacional del Mercado de Valores
with official registration number 36.

In Thailand: The document has not been approved by the Securities and Exchange Commission which takes no responsibility for its

contents. No offer to the public to purchase the strategies will be made in Thailand 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.
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In United Arab Emirates (Excluding Dubai International Financial Centre and Abu Dhabi Global Market): 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 strategies are only being offered to a limited number of sophisticated investors in
the UAE who (a) are willing and able to conduct an independent investigation of the risks involved in an investment in such strategies, and
(b) upon their specific request. The strategies have not been approved by or licensed or registered with the UAE Central Bank, the
Securities and Commodities Authority or any other relevant licensing authorities or governmental agencies in the UAE. The document is for
the use of the named addressee only 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). No transaction will be concluded in the UAE and any enquiries regarding the
strategies should be made to Hermes Investment Management Limited in London.

In the United States of America: For a full list of all affiliated companies please see the relevant Form ADV. Certain affiliates have cash
solicitation arrangements under which they receive compensation for referring prospects for advisory services.

The Shares have not been and will not be registered under the US Securities Act of 1933, as amended (the “1933 Act”) or the securities
laws of any of the states of the US. The Shares may not be offered or sold directly or indirectly in the US or to or for the account or benefit
of any US Person.

In Uruguay: These materials and the information contained herein does not constitute and is not intended to constitute an offer and
accordingly should not be construed as such. The products or services referenced in these materials may not be licensed in all jurisdictions,
and unless otherwise indicated, no regulator or government authority has reviewed these materials, or the merits of the products and
services referenced herein. These materials and the information contained herein has been made available in accordance with the
restrictions and/or limitations implemented by any applicable laws and regulations. These materials are directed at and intended for
institutional investors (as such term is defined in each jurisdiction in which these materials are being marketed). These materials are
provided on a confidential basis for informational purposes only and may not be reproduced in any form. Before acting on any information
in these materials, prospective investors should inform themselves of and observe all applicable laws, rules and regulations of any relevant
jurisdictions and obtain independent advice if required. These materials are for the use of the named addressee only and should not be
given, forwarded or shown to any other person (other than employees, agents or consultants in connection with the addressee’s
consideration thereof).
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Federated Hermes
Federated Hermes is a global leader in active, responsible investing.

Guided by our conviction that responsible investing is the best way to create long-term wealth, we provide
specialised capabilities across equity, fixed income and private markets, multi-asset and liquidity management
strategies, and world-leading stewardship.

Our goals are to help people invest and retire better, to help clients achieve better risk-adjusted returns and, where
possible, to contribute to positive outcomes that benefit the wider world.

Our investment and stewardship
capabilities:

@ Active equities: global and regional

@ Fixed income: across regions, sectors and the yield curve
@ Liquidity: solutions driven by five decades of experience

@ Private markets: private equity, private credit, real estate,
infrastructure and natural capital

@ Stewardship: corporate engagement, proxy voting,
policy advocacy

For more information, visit www.hermes-investment.com or connect with us on social media: m
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