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Unlike many pockets of global markets that performed well last year, Latin America was one area of
the investment universe that was hit particularly hard in 2021. It was a region that was adversely
impacted by the pandemic fairly late relative to the rest of the world, and where the initial health
response (notably in terms of the vaccine roll-out) was relatively slow to take hold. Many businesses
in the region have seen their stock prices negatively impacted by challenging macroeconomic and
political environments, which have weighed on both the value of the local currencies as well as
general equity market sentiment across the region. In general, a combination of pandemic-related,
political and/or macroeconomic uncertainty has cast a pall over both equities and local currency
values across a wide swathe of the region, including Argentina, Brazil, Chile, Colombia, and Peru.

Clearly, the uncertainty described above is out of the control of individual company management
teams in the region. However, more importantly from our perspective as bottom-up, long-term
investors, we have observed many cases of company-specific developments that have, in our view,
generally been encouraging, as Latin American businesses continue to recover from the worst of
the pandemic, albeit to varying degrees. In some specific situations, management teams have been
busy at work, taking actions that we believe are building business value over the long run, even if
the stock prices languish in the near term due to overarching factors beyond their control. This, we
believe, bodes well for the potential future of select Latin American investments if the dark clouds
ever clear, which we believe they eventually will, as dark clouds often do. Indeed, for long-term
investors who can look beyond quarter-to-quarter volatility, we believe that Latin America is one of
the most interesting places in the world to be investing at the moment.

Granted, it might not feel exciting or comfortable to invest in an area when skies are darkest.
Indeed, there is quite a bit of hand-wringing and hair-tearing among investors going on in Latin
America right now. Uncertainty abounds, be it of the political variety in Chile and Peru following
recent elections and in Brazil and Colombia with upcoming elections, or of the macroeconomic
variety (concerns about local currencies depreciating, inflation rising, interest rates increasing,
etc.), or of the pandemic-related variety. Investors have been fleeing the region in response. Such a
backdrop of unusually heightened fear sometimes results in babies being thrown out with the
bathwater, temporarily offering longer-term investors attractive opportunities that we believe will
prove lucrative over the long run. We believe that is currently the case in Latin America, and that
this is an exciting time to be deploying capital there.

We have been investing in Latin America for over 20 years. The present environment, as described
above, stands in sharp contrast to earlier periods in which we scoured the opportunity set for years
at a time but often came up empty-handed because of rich valuations. This is because, from our
perspective, historically many people have thought of investing in Emerging Markets as the playing
field of Growth investors, with valuations in such markets tending to be extended most of the time –
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in our view, due to the potential for higher rates of economic growth than most Developed Markets
typically offer.

Although investors have historically not tended to approach investing in Emerging Markets from a
Value perspective, given the clouds hovering over the region at the present time, very good value is
precisely what we believe we are finding in Latin America today – what we see as significantly
undervalued opportunities, the kinds of which, based on our experience, only appear occasionally
and fleetingly given the region’s relatively attractive longer-term growth potential.

In closing, it is important to emphasize that the increasing availability of potential opportunities for
investment in Latin America that we perceive should, in no way, be construed to imply that we have
particularly rosy forecasts for the outcomes of the various political contests or macroeconomic
uncertainties that are currently overhanging the various countries. More simply, the near-term
political and macroeconomic uncertainty in Latin America has resulted in our current opportunity
set being increasingly populated by a number of well-run companies that are attractively valued
without making tenuous assumptions about the future.

About Moerus Capital Management

Moerus Capital Management LLC (Moerus), founded in 2015, is an investment management firm
offering investment products to institutions, financial intermediaries, and individuals. Through our
fundamental, value-oriented investment process we aim to buy securities of predominantly wellfinanced companies that trade at substantial discounts to our conservative estimates of intrinsic
value. Our portfolios are unconstrained by geographic, industry, or index considerations, resulting
in portfolios that are built from the bottom up and based on the best absolute value opportunities
currently available. We believe that this investing discipline provides investors with a unique
portfolio, long-term price appreciation potential, and mitigated downside risks.

Any investments discussed in this material are for illustrative purposes only and there is no assurance
that Moerus will make any investments with the same or similar characteristics as any investments
presented. The investments are presented for discussion purposes only and are not a reliable indicator
of the performance or investment profile of any client account. Further, you should not assume that
any investments identified were or will be profitable or that any investment recommendations or
investment decisions we make in the future will be profitable. There is no guarantee that any
investment will achieve its objectives, generate positive returns, or avoid losses.
The information provided herein, including, without limitation, investment strategies, investment
restrictions and risk management parameters, may be modified, terminated or supplemented at any
time without further notice in a manner which Moerus believes is consistent with its overall
investment objective. Any projections, market outlooks or estimates in this material are forward
looking statements and are based upon certain assumptions. Other events which were not taken into
account may occur and may significantly affect the returns or performance of an investment. Any
projections, outlooks or assumptions should not be construed as indicative of the actual events which
will occur.
THE INFORMATION IN THIS MATERIAL IS NOT AN OFFER TO SELL OR SOLICITATION OF AN
OFFER TO BUY AN INTEREST IN ANY INVESTMENT FUND OR FOR THE PROVISION OF ANY
INVESTMENT MANAGEMENT OR ADVISORY SERVICES. ANY SUCH OFFER OR SOLICITATION WILL
BE MADE ONLY BY MEANS OF AN OFFERING MEMORANDUM RELATING TO A PARTICULAR FUND
OR INVESTMENT MANAGEMENT CONTRACT AND ONLY IN THOSE JURISDICTIONS WHERE
PERMITTED BY LAW.
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