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Global Sector Charts: EVA Growth Turns Positive for First Time since 2022

The growth in aggregate Economic Profitability continues to improve, turning positive for the first time in 44 months, which is a quarter
earlier than expected. There has been an encouraging breadth of improvement across sectors, with Energy, Materials, Industrials,
Consumer Staples, Consumer Discretionary, and IT all seeing an improvement in growth in EVA Profitability. The EVA-adjusted
consensus outlook for Economic Profitability has been nudged up further in April, led by the Energy sector, as consensus starts to
factor in the impact of a higher oil price. Expanding Sales Growth and EBITDAR Margin have powered the recovery for the global
aggregate over the last 22 months, against a backdrop of increased investment. With the improvement in Sales growth, investment is
starting to be less of a headwind to our asset efficiency measure, leading to a plateau in the Productive Capital Charge. A continued
EBITDAR Margin expansion going forward may face headwinds, given higher costs. The sectors leading EBITDAR Margin expansion
(Energy, Materials, IT), however, are likely to be better positioned to continue to see margin expansion, which could help offset any
margin compression seen in producer firms. Market-level expectations rebounded in April back to the February high, as investors look
towards an end to the Middle East conflict. If growth concerns mount due to a further prolonged conflict, higher energy costs, and
higher rates, then markets will again fall. If the conflict in the Middle East moves beyond a temporary cease-fire, the current path of
improving value creation is likely to continue into 2027.

Global Market Aggregate

Global EVA Fundamentals: Sales Growth has improved by 100bps in April to 6%. EVA-adjusted consensus expects top-line growth to
reach over 9% by the end of the year (back to a beginning-of-the-year level of expectations). EBITDAR Margin has seen a small
expansion, and expectations are for a continued increase in margins throughout the rest of 2026, peaking out around 26%, which
would make a new all-time high. We are concerned that cost-push inflation from the war will start to eat into margins from the second
half of the year, even if we were to see an end to the conflict over the coming weeks. The Productive Capital Charge has plateaued
(higher is unfavorable) at a 23-year high, as Sales Growth offsets increased investment. EVA-adjusted consensus suggests a
continuation in investment, peaking in 2027. EVA Mo (blue line) has turned positive for the first time since June 2022. EVA Margin (red
line) has bottomed out at 2%, which is around mid-2018 levels.

Global Expectations: Embedded expectations for growth (FVA) rebounded back to all-time highs by the end of April. Future Growth
Reliance (FGR) has expanded back to 45%, resuming the continued expansion we had seen since October 2022. The market expects a
large improvement in value creation going forward. We expect, as EVA Profitability starts to improve further off the back of EVA Mo
turning positive, that investors will begin pairing back their bullish outlook.

Global: EVA Fundamentals Global: Future Growth Reliance (FGR)
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Global Sector Aggregates

Sector EVA Fundamentals: Consensus for the Energy sector has spiked up as analysts catch up with a higher oil price scenario. The
Materials sector has seen EVA Mo turn positive for the first time since Q3 2022. Industrials and Consumer Discretionary have seen
EVA growth positively inflect. IT EVA Mo continues to build further but the consensus outlook is forecasting a plateau in growth in Q4
2024.

Gavin Thomson ISS EVA Equity Research Team
Global Director of Fundamental Research evaanalytics@iss-stoxx.com

About ISS EVA

We are an independent equity research provider offering investing insights through the use of our proprietary Economic Value Added (EVA) framework. Our
experienced team of global analysts offers both fundamental and quantitative company analysis on our +29,000 stock universe.

Visit our website www.EVAexpress.com
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Sector Expectations: All sectors apart from Health Care experienced a bounce in investor expectations in April. The Energy sector has
seen thelargestincrease in Valuations, being the only sector to have moved beyond the February 2026 levels of investor expectations.
The IT sector has reached back to the October 2025 post GFC high. All sectors have investors expecting to see an improvement in

economic profitability in 2026.

Global Sector Aggregates

Energy: EVA Fundamentals Energy: Market Value Added (MVA) Spread
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Industrials: EVA Fundamentals Industrials: Market Value Added (MVA) Spread
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For sectors with more cyclical EVA generation, we use Market Value Added (MVA) Spread, our version of a price-to-book ratio.
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Global Sector Aggregates

Consumer Discretionary: EVA Fundamentals Consumer Discretionary: Future Growth Reliance (FGR)
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Financials: EVA Fundamentals
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Information Technology: EVA Fundamentals
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Communication Services: EVA Fundamentals
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Financials: Future Growth Reliance (FGR)
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Global Sector Aggregates

Utilities: EVA Fundamentals Utilities: Market Value Added (MVA) Spread
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Key EVA Concepts

The value of a firm = Capital + PV of EVA

If EVA is increasing, then the intrinsic value of the firm is too, suggesting that market value should follow (and vice versa).

EVA = NOPAT - Capital Charge

EVA is profit after all costs, including the cost of giving shareholders a decent return.

EVA Margin = EVA / Sales

EVA Margin is a true economic profit margin covering income and asset efficiency. Our EVA Income Statement examines EVA’s line-item drivers and offers key
insights into business profitability.

EVA Momentum = A EVA / Sales

EVA Momentum is an incremental EVA growth rate indicator and key valuation signal and screening measure. The more positive the Momentum, the greater the
growth in EVA and upward pressure on shareholder returns. Inflections in EVA Momentum are an early and more reliable indicator of stock price inflections.

EVA Shock = A EVA Momentum

Changes in EVA Momentum are a powerful signal within our framework, with a significant relationship with stock price performance.

Market Implied Momentum (MIM)

MIM is the annual EVA improvement required for 10 years to justify the prevailing market enterprise value, expressed as a percentage of sales; this represents a
market-implied, long-range EVA margin improvement target.

Future Growth Reliance (FGR) = (Market implied value of future EVA growth) / EV

FGR measures the % of a company’s total enterprise value represented by expectations for future growth in EVA. FGR is key to understanding embedded expectations
today and versus history. A low FGR versus history, coupled with improving EVA trends, indicates that the market is not pricing in the improving business model.
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Additional Resources

evaExpress.com (link): Our online offering provides a comprehensive suite of fundamental and quantitative tools utilizing the EVA framework
EVA for Investors (link): A full introduction to the key EVA concepts and metrics

Analyst Certification - The Research Analyst(s) who prepared this report hereby certify that the views expressed herein accurately reflect the analyst(s) personal
view(s) about the subject company and their securities and that they have not been and will not be directly or indirectly compensated for expressing specific
recommendation(s) or view(s) in the report.

Disclaimers — Copyright © 2026 Institutional Shareholder Services Inc. and/or its subsidiaries (“ISS STOXX”). All rights reserved.
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