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Performance overview
U.S. equity markets experienced a third consecutive
quarterly decline, despite strength early in the quarter.
Bonds fell alongside stocks, with cash being the only
major asset class with a positive return during the
quarter. Rising interest rates and potential for a slower
economy remained in focus. Despite these concerns,
economically sensitive consumer discretionary
companies, specifically retail, performed relatively well
during the quarter. Communication services and real
estate sectors struggled.
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The Aligned Blue Chip Equity strategy underperformed
the Russell 1000® Growth Index in the third quarter.
The top contributors were Netflix and Amazon, firms
that continue to benefit from distinctive cultures as
they invest for the future. The top detractors were
large software holdings, Microsoft, and Adobe. More
information on the top contributors and detractors can
be found below.
Our process remains the same. We are long-term
investors seeking to own high-quality companies that
are managed by owner-operators. We purchase these
companies at a discount to their intrinsic value, seeking
to build a margin of safety in the portfolio. We focus on
reducing risk at every step of the process. While quarterly
results may fluctuate, we are confident that over a full
market cycle our strategy has the potential to deliver
attractive risk-adjusted results like it has historically
produced through past cycles.

Past performance is no guarantee of future results. Investing involves risk, including possible loss of principal.

Quarterly commentary | Blue Chip Equity 1

For institutional, professional, qualified, and/or wholesale investor use only in permitted jurisdictions as defined by local laws and regulations.

Top five contributors
Netflix is the leading streaming entertainment service
with more than 220 million subscribers in over 190
countries. Netflix has successfully innovated since
its founding in 1997, first with its DVD rental-by-mail
concept in the U.S. and then pivoting to become a pioneer
in streaming content over the Internet. With an influx of
new streaming players in the U.S., the company’s scale is
a competitive advantage. Netflix can outspend rivals on
content and still earn better returns on the expenditure,
creating a flywheel effect. The company continues to
evolve its strategy, introducing updated pricing tiers and
efforts to monetize password sharing. Led by co-founder
Reed Hastings, Netflix has a unique culture and focus on
long-term outcomes. Shares rose during the quarter and
benefited the portfolio’s performance.
Amazon is dominant in online retail and cloud computing.
The growth runway is attractive at Amazon Web Services,
benefitting from accelerated compute movement to
the cloud. In retail, Amazon benefits from the virtuous
cycle of using its scale and existing network to offer
lower prices and a better experience for customers. The
company is leveraging its platform to build a significant
advertising business, benefitting from brands reaching
consumers at their point of purchase. Video ads are
a small yet growing opportunity. Shares contributed
positively last quarter, as they reported strong revenue
growth in AWS.
CoStar Group, for more than 30 years, has been building
one of the best data set in the world on commercial
real estate. Sometimes called the “Bloomberg for
commercial real estate,” its CoStar Suite has become an
essential subscription for many of the property owners,

management companies, investors, banks, and brokers
that make up this industry. CoStar Group also owns the
fast-growing apartments.com, the largest marketplace
connecting property managers with renters. Founder and
CEO Andy Florance continues to provide owner-operator
leadership. CoStar’s share price rose during the third
quarter as the company reported another quarter of solid
operating results.
Charles Schwab is an asset gatherer that earns fees and
commissions by providing securities brokerage, banking,
asset management, and related financial services to
individuals and institutional clients. The company has
a strong brand name and a long history of successfully
growing its assets under management. Schwab has
an owner-operator culture focused on providing an
outstanding customer experience. The company was
founded and built with a mission of lowering costs for the
end client. Schwab’s shares benefited the portfolio over
the last three months.
O’Reilly is a leading auto parts aftermarket retailer,
serving both consumers who repair their own vehicles
and professional mechanics through their more than
5,000 stores in the United States and 27 stores in Mexico.
O’Reilly’s investments in distribution centers have put
them in a position to quickly deliver a massive array
of inventory in a way that competitors cannot match.
O’Reilly benefits from the owner-operator culture that
is prevalent from the O’Reilly family’s leadership to its
distribution centers and individual stores. O’Reilly’s shares
rose over the previous three months and benefited
portfolio performance.

Contributors and detractors do not represent all of the securities purchased, sold or recommended for advisory clients during the quarter. A list of
recommendations made, and every holding’s contribution to the representative account for the strategy during the past twelve months is available upon
request. It should not be assumed that recommendations made in the future will be profitable or equal the performance of the securities listed. Past
performance is no guarantee of future results. The potential for profit is accompanied with the possibility of loss. This commentary may exclude minimal
security positions that the investment adviser deems of insignificant or no material impact to the portfolio.
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Top five detractors
Adobe is the market leader in software for creative
professionals worldwide. Their primary software, referred
to as Creative Cloud, is necessary for creative professionals
to do their jobs, such as website design, video editing, or
the well-recognized Photoshop. Document Cloud, which
includes the Acrobat PDF products, continues to transform
document sharing capabilities for the hybrid work
environment. Adobe’s Experience Cloud, their marketing
and commerce platform, has AI-driven tools to help
companies improve the experience with customers. The
demand for digital marketing is growing into a significant
opportunity for Adobe as businesses realize having a
commerce and marketing presence on the web is critically
important. In September, Adobe announced its intention
to buy Figma, a technology collaboration company. Shares
fell during the quarter.
Microsoft’s primary goal is to empower every person and
every organization on the planet to achieve more. Their
two largest businesses, Office and cloud platform Azure,
continue to gain share as they make businesses more
efficient. Satya Nadella and Amy Hood (CEO and CFO
respectively) help ensure Microsoft is focused on large
and growing opportunities. Azure continues to have a
long runway as cloud enables new use cases and existing
compute continues to migrate. Microsoft Office continues
to improve from the success of Teams collaboration
capabilities and investment in the Power Platform to
enable greater automation. In an inflationary environment,
Microsoft is able to help their customers do more with less
thanks to productivity gains and consolidation of spend.
We continue to have confidence in both their largest
businesses and earlier stage businesses such as advertising
and gaming. Its shares declined over the last quarter.

American Tower is an owner and operator of multitenant
communications real estate. They own over 180,000
cell phone towers and communication sites globally and
lease antenna space on these towers to wireless service
providers. These long-term contracts make for a very
attractive business, with steadily growing cash flow. The
company benefits from the global growth in the use of
mobile data. Additionally, with American Tower’s scale,
the company is the natural provider of choice for global
telecom firms. American Tower continues to invest,
especially in foreign markets like India, Latin America,
and Africa where populations are rapidly adopting
mobile technology. Its shares detracted from portfolio
performance over the last three months.
Alphabet is the parent company of a collection of highquality businesses including Google Search and YouTube. It
is a large beneficiary of the long-term shift from traditional
advertising to more efficient online advertising. Despite
dominant share, management still highlights Search as
its biggest opportunity in the future. Twenty years on, the
company continues to invest billions of dollars each year
into the Search business. YouTube is another opportunity
as the company increases monetization of the business.
YouTube has significant network effects and leading
market share in video streaming. Shares detracted from
performance during the third quarter.
Visa is a dominant global payments company, as the leader
in credit card transactions and processing three-fourths of
debit card transactions in recent years. The scale of Visa’s
global infrastructure is tough to replicate and serves as
a barrier to entry. Visa also benefits from the strongest
network effect in the industry. New payment systems
rely on --rather than replace --the incumbents’ networks,
showing the durability of this competitive advantage. Visa’s
shares declined over the previous three months.

Contributors and detractors do not represent all of the securities purchased, sold or recommended for advisory clients during the quarter. A list of
recommendations made, and every holding’s contribution to the representative account for the strategy during the past twelve months is available upon
request. It should not be assumed that recommendations made in the future will be profitable or equal the performance of the securities listed. Past
performance is no guarantee of future results. The potential for profit is accompanied with the possibility of loss. This commentary may exclude minimal
security positions that the investment adviser deems of insignificant or no material impact to the portfolio.
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Composite performance shown for periods over one year are annualized. The index benchmarks are referred to for comparative purposes only
and are not necessarily intended to parallel the risk or investment approach of the portfolios included in the composite. The two methods of calculating
performance of the composite and the index may not be identical and it is not possible to invest in an index.
Russell Investment Group is the source and owner of the trademarks, service marks, & copyrights related to the Russell Indexes. Russell® is a trademark of
Russell Investment Group.
Past performance is no guarantee of future results. Investing involves risk, including possible loss of principal. Equity markets are subject to many factors,
including economic conditions, government regulations, market sentiment, local and international political events, and environmental and technological issues
that may impact return and volatility.
This material covers general information only and does not take account of any investor’s investment objectives or financial situation and should not be
construed as specific investment advice, a recommendation, or be relied on in any way as a guarantee, promise, forecast or prediction of future events regarding
an investment or the markets in general. The opinions and predictions expressed are subject to change without prior notice. The information presented has
been derived from sources believed to be accurate; however, we do not independently verify or guarantee its accuracy or validity. Any reference to a specific
investment or security does not constitute a recommendation to buy, sell, or hold such investment or security, nor an indication that the investment manager
or its affiliates has recommended a specific security for any client account. Subject to any contrary provisions of applicable law, the investment manager and its
affiliates, and their officers, directors, employees, agents, disclaim any express or implied warranty of reliability or accuracy and any responsibility arising in any
way (including by reason of negligence) for errors or omissions in the information or data provided.
This material is not intended for distribution to or use by any person or entity in any jurisdiction or country where such distribution or use would
be contrary to local law or regulation.
This document is issued in:
• The United States by Principal Global Investors, LLC, which is regulated by the U.S. Securities and Exchange Commission.
• Europe by Principal Global Investors (EU) Limited, Sobo Works, Windmill Lane, Dublin D02 K156, Ireland. Principal Global Investors (EU) Limited is regulated
by the Central Bank of Ireland.
• United Kingdom by Principal Global Investors (Europe) Limited, Level 1, 1 Wood Street, London, EC2V 7 JB, registered in England, No. 03819986, which is
authorised and regulated by the Financial Conduct Authority (“FCA”).
• In Europe, this document is directed exclusively at Professional Clients and Eligible Counterparties and should not be relied upon by Retail Clients (all as
defined by the MiFID). The contents of the document have been approved by the relevant entity. Clients that do not directly contract with Principal Global
Investors (Europe) Limited (“PGIE”) or Principal Global Investors (EU) Limited (“PGI EU”) will not benefit from the protections offered by the rules and
regulations of the Financial Conduct Authority or the Central Bank of Ireland, including those enacted under MiFID II. Further, where clients do contract with
PGIE or PGI EU, PGIE or PGI EU may delegate management authority to affiliates that are not authorized and regulated within Europe and in any such case,
the client may not benefit from all protections offered by the rules and regulations of the Financial Conduct Authority, or the Central Bank of Ireland.
• United Arab Emirates by Principal Global Investors LLC, a branch registered in the Dubai International Financial Centre and authorized by the Dubai
Financial Services Authority as a representative office and is delivered on an individual basis to the recipient and should not be passed on or otherwise
distributed by the recipient to any other person or organization.
• Singapore by Principal Global Investors (Singapore)Limited (ACRA Reg. No. 199603735H), which is regulated by the Monetary Authority of Singapore and is
directed exclusively at institutional investors as defined by the Securities and Futures Act 2001. This advertisement or publication has not been reviewed by
the Monetary Authority of Singapore.
• Australia by Principal Global Investors (Australia) Limited (ABN 45 102 488 068, AFS Licence No. 225385), which is regulated by the Australian Securities
and Investments Commission. This document is intended for sophisticated institutional investors only.
• This document is marketing material and is issued in Switzerland by Principal Global Investors (Switzerland) GmbH.
• Hong Kong SAR (China) by Principal Global Investors (Hong Kong) Limited, which is regulated by the Securities and Futures Commission and is directed
exclusively at professional investors as defined by the Securities and Futures Ordinance.
• Other APAC Countries, this material is issued for institutional investors only(or professional/sophisticated/qualified investors, as such term may apply in local
jurisdictions) and is delivered on an individual basis to the recipient and should not be passed on, used by any person or entity in any jurisdiction or country
where such distribution or use would be contrary to local law or regulation. This material is not intended for distribution to or use by any person or entity in
any jurisdiction or country where such distribution or use would be contrary to local law or regulation.
Composite performance results are based on fully discretionary accounts under management, including those accounts no longer with the firm. Gross
performance shown does not reflect the deduction of investment management fees and certain transaction costs, which will reduce portfolio performance.
Net performance results reflect a reduction for investment advisory fees based on the firm’s applicable asset management fee schedule. Effective March 2021,
net composite performance is calculated using the highest applicable fee as shown in the composite fee schedule. Prior to March 2021, composite net returns
were derived based the aggregation of underlying portfolios and their noted actual or model fee tier. Actual investment advisory fees incurred by clients may
vary. Composite net returns after January 1, 2011, are inclusive of performance-based fees (where applicable). Performance-based fees are accounted for on a
cash basis. Additional information on calculation of composite performance data is available on request.
Principal Aligned is an investment team within Principal Global Investors.
Principal Asset ManagementSM is a trade name of Principal Global Investors, LLC.
©2022 Principal Financial Services, Inc. Principal®, Principal Financial Group®, Principal Asset Management, and Principal and the logomark design are
registered trademarks and service marks of Principal Financial Services, Inc., a Principal Financial Group company, in various countries around the world
and may be used only with the permission of Principal Financial Services, Inc.
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