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key to our investment philosophy

We have been inspired by the Adaptive Markets Hypothesis, with its key principles:

* Investors are neither always rational, nor always irrational
e They learn and adapt

PY3Y

[ &% Wi o

ADAPTIVE

* Financial market dynamics are driven by our interactions as we behave, learn, and adapt
to each other
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Alpha Signal Selection

Does a signal contain price moving information?

Book / Price Actual Information Coefficient (IC) and * When assessing our a|pha
Forecast IC based on full data L
sources, determining the
lookback period is key: “longer is

not necessarily better”

Outperform
/\ /\’\ N » With the book/price signal, using

Cheap Stocks

the entire history of data leads
Expensive Stocks to a “overweight” of the signal
Outperform throughout the period

= Actual IC

-1
2003 2005 2007 2009 2011 2013 2015 2017 2019 e This would lead to

underperformance half of the
time

Source: NN IP — For illustration purposes
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Alpha Signal Selection

Example of forecast using an alpha source’s two years of rolling data

Book / Price Actual IC and Forecast IC based on data of

* An adaptive use of the
last two years of data

. book/price signal, using two
Cheap Stocks years of rolling data, provides a
Outperform \ more accurate forecast

\/ \ /\ /\ * Depending on our adaptive
0 \

NA . . .
| / \/’ \ signal we either select Expensive
_ \/ or Cheap Health Care Stocks
Expensive Stocks

X

Outperform
— A ctual IC Forecast IC

-1

2003 2005 2007 2009 2011 2013 2015 2017 2019

Source: NN IP — For illustration purposes
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Adaptiveness leads to changing weights over times

Predictive power determines weight of each signal

» Adaptive alpha signal selection
coupled with a robust framework
20% that includes new signals

' effectively and efficiently.
15% ‘d
". ' * Predictive power of signals and
1% thus weights vary through time.

- * Ability to pick the right styles
(and stocks) at the right time,

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 agnOStiC to preconceived ideas

25%

0%

s | oWV 0| s Profitability

and forward looking.

Source: NN IP — For illustration purposes
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Investing with Innovative Data and Methods

Examples

Crowd Sourcing of Opinions
MarketPsych — a key partner in providing
Behavioral Data

Natural Language Understanding (NLU)
Predicting Revenue Growth from textual data

Artificial Intelligence
Artificial Stock Market to generate Data and Test
adaptive framework

Social Media Ewitterd @™ professional gy (AN
(800+ sites): \ nvestorvilage News &  wa STRAITS TIMES,
(Examples) mg (2000+
o . YAHOO!  THE WALL STREET JOURNAL
_ sources):
(Examples)
XY The Motley Fool ~ - ~,
[ The Motiey Fool Tuostorshiy CheNewlorkTimes  CNN
< @Cﬂpimlist Exploits _gm
S}H{Rz\_hv[s;?r(' %ﬁ?ﬁk}\ﬁt IS FINANCIAL TIMES GO gle
Comparison of the Three and Nine Months Ended September 30, 2019 and 2018
Revenue
Three Months Ended Nine Months Ended
September 30, Change September 30, Change
2019 2018 Amount % 2019 2018 Amount %
(in th ds, except percentages)
Revenue $ 103,397 $ 62,589 $ 40.808 652% § 261,460 S 164420 $ 97.040 59.0%

The increase in our revenue for the three and nine months ended September 30, 2019 as compared to the three and nine months
ended September 30, 2018 was primarily from additional sales to existing customers and, to a lesser extent, the increase in our total
number of customers. In addition, the increase in revenue is due to our continued expansion in international markets.

Arlificial ket (ASM)
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Model Features

Growth

® Revenue
Growth

e Management
Discussion

e Margin
Growth

Profitability

e Return on
Equity

* Free Cash
Flow Margin

e Return on
Assets

Volatility

e Long Term
e Short Term

e Analyst
Dispersion

Price
Patterns

e Long Term
Momentum

e Short Term
Momentum

¢ Seasonality

Sentiment

e News and
Social Media
Feed

e Analyst
Revisions

e Short
Positions data

ESG

e Business
Journals

* NGO Reports

e News and
Social Media
Opinions

Valuation
Ratios

® Price to Book
e Earnings Yield

e Cash Flow
Yield

Balance
Sheet

Quality

e Capital
Expenditures
e Accruals

¢ Debt to
Equity
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Robust Investment Process — example NN (L) Health Care

Expand Universe

The investment universe is expanded from 160
benchmarks stocks to 300 Health Care stocks

Select Best Stocks

Using 40 features the best stocks per industry
are selected, using an optimizer that accounts
Determine Size Positioning for risk, return and transaction costs
Based on spread information a preference

for smaller or larger stocks id chosen
u Robust Portfolio

Evaluate Performance Attribution and Portfolio of 100 stocks, taking intended risk
review and adapt feature selection while limiting unintended risk
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ESG integration — example NN (L) Health Care

ESG as risk mitigator ESG as alpha source - Al driven real time ESG data

Compliance to industry standards on: @ TRUYALPE I_'ABS
An outside-in view

ESG in NN (L) Health Care Structured according the SASB Materiality framework

Sources from news publications, trade journals, social media,
Voting v and NGO reports

AN

Engagement

Using Tech to Bring ESG D !fé 21st Century
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Engagement and voting
The best way to encourage better corporate behaviour

We engage on behalf of our clients to put their money to work towards creating
a better world and to maximise the value of their investments.

We engage on specific ESG targets in two ways:
1. Controversy engagement — focuses on companies that severely and
structurally breach our norms-based criteria
2. Thematic engagement — focuses on themes that have a material impact on
society and that we believe our engagement efforts can achieve beneficial
change

Voting is one of the best ways for shareholders to express their opinions about
performance and strategy. It encourages companies to change for the better
and it plays an important role in holding management accountable to
shareholders.
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Disclaimer

* This communication is intended for MiFID professional investors only. This communication has been prepared solely for
the purpose of information and does not constitute an offer, in particular a prospectus or any invitation to treat buy or sell
any security or to participate in any trading strategy or the provision of investment services or investment research. While
particular attention has been paid to the contents of this communication, no guarantee, warranty or representation,
express or implied is given to the accuracy, correctness or completeness thereof. Any information given in this
communication may be subject to change or update without notice. Neither NN Investment Partners B.V. Czech Branch nor
any other company or unit belonging to the NN Group, nor any of its directors or employees can be held directly or
indirectly liable or responsible with respect to this communication. Use of the information contained in this
communication is at your own risk. This communication and information contained herein must not be copied, reproduced,
distributed or passed to any person other than the recipient without NN Investment Partners B.V.s prior written consent.
Investment sustains risk. Please note that the value of an investment may rise or fall and that past performance is not
indicative of future results and should in no event be deemed as such. This communication is not directed at and must not
be acted upon by US Persons as defined in Rule 902 of Regulation S of the United States Securities Act of 1933 and is not
intended and may not be used to solicit sales of investments or subscription of securities in countries where this is
prohibited by the relevant authorities or legislation. Any claims arising out of or in connection with the terms and
conditions of this disclaimer are governed by Dutch law. All relevant information and documents relating to mentioned
funds, including related risks and costs, are available at www.nnfondy.cz.
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https://eur01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.nnfondy.cz%2F&data=04%7C01%7CJan.Brhel%40nnip.cz%7C2dac3faf1cde4426b2ef08d999502e0b%7Cfed95e698d7343feaffba7d85ede36fb%7C1%7C0%7C637709391909236981%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=j240iDn7j9Xp52YB%2BhCl%2FnrismurS2XUDk80e3RtGxs%3D&reserved=0
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