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Federated Hermes Investment Funds Public Limited Company
Directors’ Report

The Directors of Federated Hermes Investment Funds Public Limited Company (the “Company”) present their
Annual Report and the Audited Financial Statements of the Company for the financial year ended 31 December
2022.

Statement of Directors' Responsibilities
The Directors are responsible for preparing the Directors’ report and the Financial Statements in accordance with
the Companies Act 2014 and the applicable regulations.

Irish company law requires the Directors to prepare Financial Statements for each financial year. Under the law, the
Directors have elected to prepare the Financial Statements in accordance with International Financial Reporting
Standards (“IFRS”) as adopted by the European Union (“relevant financial reporting framework”). Under lIrish
company law, the Directors must not approve the Financial Statements unless they are satisfied that they give a
true and fair view of the assets, liabilities and financial position of the Company as at the financial year end date
and of the profit or loss of the Company for the financial year and otherwise comply with the Companies Act 2014.

In preparing those Financial Statements, the Directors are required to:

« select suitable accounting policies for the Financial Statements and then apply them consistently;

* make judgements and estimates that are reasonable and prudent;

« state whether the Financial Statements have been prepared in accordance with applicable accounting
standards, identify those standards, and note the effect and the reasons for any material departure from
those standards; and

« prepare the Financial Statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business.

The Directors are responsible for ensuring that the Company keeps or causes to be kept adequate accounting
records which correctly explain and record the transactions of the Company, enable at any time the assets,
liabilities, financial position and profit or loss of the Company to be determined with reasonable accuracy, enable
them to ensure that the Financial Statements and Directors’ Report comply with the Companies Act 2014 and
with the European Communities (Undertakings for Collective Investment in Transferable Securities) Regulations,
2011 as amended (“the UCITS Regulations”) and the Central Bank (Supervision and Enforcement) Act 2013
(Section 48(1)) (Undertakings for Collective Investment in Transferable Securities) Regulations 2019 (the “Central
Bank UCITS Regulations”) and enable the Financial Statements to be audited. They are also responsible for
safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection
of fraud and other irregularities.

Principal Activity

The Company was incorporated on 23 October 2008 under the laws of Ireland as an open ended umbrella type
investment company with variable capital and limited liability, having segregated liability between its sub-funds, in
which different sub-funds may be created from time to time. The Company is authorised by the Central Bank of
Ireland as an investment company pursuant to the Central Bank UCITS Regulations.

Business Review
Please refer to the Investment Manager Reports on pages 12 to 55 for a review of business.

The principal risks and uncertainties faced by the Company are the investment risks associated with the portfolio
of investments held for the account of each sub-fund (the term “Sub-Fund” relates to the Sub-Funds listed on
pages 281 to 288) and the operational risks associated with their management and administration (see note 8).

Accounting Records

The measures taken by the Directors to secure compliance with the requirements of sections 281 to 285 of the
Companies Act 2014 with regard to the keeping of accounting records are the use of appropriate systems and
procedures and employment of competent persons. The accounting records of the Company are maintained by
Northern Trust International Fund Administration Services (Ireland) Limited, at Georges Court, 54-62 Townsend
Street, Dublin 2, Ireland.

Transactions Involving Directors

There were no contracts or agreements of any significance in relation to the business of the Company in which
the Directors had any interest, as defined in the Companies Act, 2014, at any time during the financial year, other
than those set out in note 6 to the Financial Statements.



Federated Hermes Investment Funds Public Limited Company
Directors’ Report (continued)

Revenue
The results of operations for the financial year are set out in the Income Statement on pages 248 to 253.

Directors’ Interests in Shares of the Company
No Director, nor the Company Secretary, had any beneficial interest in the shares of the Company throughout the
financial year.

Distributions
Details of distributions paid and proposed are set out in note 14 to the Financial Statements.

Independent Auditor
The independent auditor, Deloitte Ireland LLP (“Deloitte”), has indicated its willingness to continue in office in
accordance with section 383(2) of the Companies Act, 2014.

Directors
The Directors who served at any time during the financial year are stated below:

Joseph Kagan (British/South African)

Gregory Dulski (American)

Ronan Walsh (Chairman) (Irish)

Peter Germain (American) (resigned 8 April 2022)
Michael Boyce (Irish)

Sylvie McLaughlin (Irish)

Connected Persons

The Central Bank UCITS Regulations require that any transaction carried out with a UCITS by a management
company or depositary to the UCITS, the delegates or sub-delegates of the management company or depositary
and any associated or group of such a management company, depositary, delegate or sub-delegate (“connected
persons”) must be carried out as if negotiated at arm’s length. Transactions must be in the best interests of the
shareholders.

The Board of Directors is satisfied that there are arrangements (evidenced by written procedures) in place, to
ensure that the obligations set out in Regulation 43(1) of the Central Bank UCITS Regulations are applied to all
transactions with connected persons, and are satisfied that transactions with connected persons entered into
during the year complied with the obligations set out in Regulation 43(1) of the Central Bank UCITS Regulations.

Significant Events During the Financial Year

On 1 January 2022, there were management fee reductions on Federated Hermes Global High Yield Credit Fund,
Federated Hermes SDG Engagement High Yield Credit Fund, and Federated Hermes Climate Change High Yield
Credit Fund on the following share classes:

Class Management Fee (Max.) New Management Fee (Max.)
A 1.15% 1.10%
F 0.65% 0.60%
I 0.65% 0.60%
P 0.65% 0.60%
R 1.30% 1.20%

An updated side letter to the Administration agreement was issued on 25 January 2022. A 10% reduction of fees
was agreed with a retrospective effect from 1 January 2022.

An updated side letter to the Depositary agreement was issued on 27 January 2022. A 10% reduction of fees was
agreed with a retrospective effect from 1 January 2022.

On 28 January 2022, the Federated Hermes Global Small Cap Equity Fund and Federated Hermes US SMID
Equity Fund Supplements were updated to enhance ESG wording.



Federated Hermes Investment Funds Public Limited Company
Directors’ Report (continued)

Significant Events During the Financial Year (continued)

Events arising in Ukraine, as a result of military action being undertaken by Russia in Ukraine in February 2022,
may impact on securities related to companies domiciled in Russia and/or listed on exchanges located in Russia,
including the Moscow Exchange. While certain of the Company’s sub-funds did have some exposure to Russian
equity securities at the time Russia commenced its military action these have since been sold and as at the
Financial Statements date there is now no exposure to Russian equity securities in any of the Company’s sub-
funds. Certain of the Company’s sub-funds also had exposure to Russian bonds and have been selling down
these positions since March 2022. As at 31 December 2022, the Federated Hermes Emerging Markets Debt
Fund held one Russian Bond which was worth 0.06% of the net assets attributable to holders of redeemable
participating shares of the sub-fund (31 December 2021: three securities worth 1.75%). The Directors continue to
monitor developments related to this military action, including current and potential future interventions of foreign
governments and economic sanctions against Russia.

The Federated Hermes Biodiversity Equity Fund launched on 21 March 2022.

On 1 April 2022, Hermes Fund Managers Limited (HFML), the parent of Hermes Fund Managers Ireland Limited
(the manager of the Company) changed its name to Federated Hermes Limited (FHL) as part of a rebranding
exercise. The name change followed completion on 14 March 2022 of the acquisition by Federated Hermes,
Inc. (FHI) of the remaining 10% stake in HFML held by certain senior management. FHL is now a wholly owned
(indirect) subsidiary of FHI.

Effective 8 April 2022, Peter Germain resigned as Director.

On 5 May 2022, an extraordinary general meeting (“EGM”) of the Federated Hermes Sustainable Global Equity
Fund was convened, where Shareholders of the sub-fund were asked to consider passing an ordinary resolution
approving an increase of the sub-fund’s exposure to emerging markets from 20% to 30%.The resolution was
passed and the changes took effect from 5 August 2022.

On 14 June 2022, the Federated Hermes Impact Opportunities Equity Fund and Federated Hermes Sustainable
Global Equity Fund Supplements were updated to reflect a reduction to the restriction on investments that generate
revenue from Tobacco, from 10% to 5%.

On 14 June 2022, the Federated Hermes Sustainable European Equity Fund and Federated Hermes Sustainable
Europe ex-UK Equity Fund Supplements were updated to remove reference to Russia and Turkey from the
Investment Policy.

On 14 June 2022, the Company’s Prospectus and Supplements were updated to reflect the non-material changes
detailed below:

« The Company and the manager of the Company's new registered address — 7/8 Upper Mount Street,
Dublin 2, Ireland, D02 FT59;

» the change in name of Hermes Fund Managers Limited to Federated Hermes Limited;

« the addition of Federated Investment Counseling (“FIC”) in the Prospectus as an appointed investment
manager for the Federated Hermes Emerging Markets Debt Fund only and to amend the relevant
Supplements accordingly;

» theinclusion of a definition of “Controversial Weapons” in the Prospectus and to update each Supplement
accordingly;

» expanding the Health Pandemic Risk statement;

» the inclusion of a new Thematic Risk statement in the Prospectus with a cross reference included in the
Federated Hermes Impact Opportunities Equity Fund and Federated Hermes Biodiversity Equity Fund
Supplements only;

* moving the list of investment exclusions, previously outlined in the investment policy of the Federated
Hermes Global Small Cap Equity Fund, Federated Hermes US SMID Equity Fund and Federated Hermes
SDG Engagement Equity Fund Supplements, to the investment strategy section;

* updating the taxation section of the Prospectus for legislative changes; and

« the inclusion of Qatar as an eligible market for the Company.

Federated Hermes China Equity Fund launched on 20 July 2022.



Federated Hermes Investment Funds Public Limited Company
Directors’ Report (continued)

Significant Events During the Financial Year (continued)
On 11 November 2022, the Company's Prospectus and Supplements were updated to reflect the below:

- Added risk relating to (i) reliance on third party providers and (ii) ESG
- Inclusion of Kuwait as an eligible market
- Amend the conflict of interest statement to reflect the integration of sustainability risk.

- Change the description of the limited share classes to allow access to such share classes in exceptional
circumstances, with Director approval,

- Exclusions below added to Federated Hermes Asia ex-Japan Equity Fund and Federated Hermes China Equity
Fund:

» Companies that generate revenue from the manufacture of Controversial Weapons or by providing either
an essential and/or tailor-made product or service to the manufacturers of Controversial Weapons and
companies that generate over 5% of their revenues from production of conventional weapons;

+ Companies that generate revenues from the production of tobacco products and companies that receive
over 10% of their revenues from tobacco distribution;

» Companies that generate over 5% of their revenue from the mining or energy generation of thermal coal;
and

» Companies that generate over 5% of their revenues from adult entertainment products

On 1 December 2022, all Supplements were updated to include SFDR annex (pre-disclosure).

On 1 December 2022, the Federated Hermes SDG Engagement Equity Fund and the Federated Hermes SDG
Engagement High Yield Credit Fund were reclassified from Article 9 to Article 8 under SFDR.

The Federated Hermes New China Equity Fund was approved by the Central Bank of Ireland on 21 December
2022.

Subsequent Events
On 17 February 2023, Federated Hermes Absolute Return Credit Fund Supplement was updated to clarify the use
of Climate Change Impact (“CClI”) scores during the investment process.

On 17 February 2023, Federated Hermes Biodiversity Equity Fund Supplement was updated with exclusion
increased from 5% to 10% for companies that receive revenues from alcohol distribution.

Federated Hermes Sustainable Global Investment Grade Credit Fund launched on 20 March 2023.

On 21 March 2023, the Class Y USD Accumulating Share class and the Class Y JPY Accumulating Hedged Share
class of The Federated Hermes SDG Engagement High Yield Credit Fund were listed on Euronext Dublin.

The Federated Hermes Emerging Markets Debt Fund Supplement was updated on 19 April 2023 to reflect changes
to the sustainability indicators and the policy on assessing companies for good governance.

Up to the date of approval of these Financial Statements there have been no other significant events affecting the
Company subsequent to the financial year end, which would impact on the Financial Statements for the financial
year ended 31 December 2022.

Corporate Governance Statement
The Board of Directors has voluntarily adopted the Corporate Governance Code for Irish domiciled Collective
Investment Schemes as published by Irish Funds, as the Company’s corporate governance code.



Federated Hermes Investment Funds Public Limited Company
Directors’ Report (continued)

Directors’ Compliance Statement

The Directors acknowledge that they are responsible for securing the Company’s compliance with the relevant
obligations as set out in section 225 of the Companies Act 2014.

The Directors confirm that:

1) A compliance policy document has been drawn up that sets out policies that in their opinion are appropriate to
the Company, respecting compliance by the Company with its relevant obligations.

2) Appropriate arrangements or structures are in place that are, in their opinion, designed to secure material
compliance with the Company’s relevant obligations, and

3) During the financial year, the arrangements or structures referred to in (2) have been reviewed.

Directors’ Statement on Relevant Audit Information
The Directors confirm that:

1) so far as the Directors are aware, there is no relevant audit information of which the Company’s statutory
auditors are unaware, and

2) the Directors have taken all the steps they ought to have taken as Directors in order to make themselves
aware of any relevant audit information and to establish that the Company’s statutory auditors are aware of that
information.

Director Sylvie McLaughlin
Director Ronan Walsh
20 April 2023



Federated Hermes Investment Funds Public Limited Company
Investment Manager Information (Unaudited)

Hermes Investment Management Limited
Responsibility: a core value

Hermes Investment Management Limited is an active asset manager working to deliver excellent, long-term,
risk adjusted performance — responsibly. We strive to lead the debate and contribute to the transformation of the
investment industry for the benefit of our clients, their stakeholders and, ultimately, society at large.

Our agenda and activities are driven by the long term objectives of our clients’ beneficiaries and we act in their
interests.

Responsibility in practice

We have a comprehensive programme to ensure our responsibility approach and activities are integrated
seamlessly in our funds and stewardship service. This includes:

« Delivering sustainable performance within the terms of the mandate and within the clients’ risk appetite

« Taking into account all material investment factors including environmental, social and governance (ESG)
ensuring that we are informed though not constrained by these considerations

* Acting as a responsible, engaged, long-term steward of investments encompassing constructive dialogue
and taking action where necessary

«  Engaging with public policy makers and industry bodies to encourage a sustainable economy beyond the
timeframe of a specific mandate

At Federated Hermes Limited (“FHL”), the parent company of Hermes Investment Management Limited, we
integrate ESG considerations and engagement insights into our investment processes in all of our products,
across all asset classes. The public-equities and fixed-income teams supplement fundamental financial analysis
with information provided through a range of proprietary ESG and engagement tools. Through these tools,
along with additional EOS engagement insights, the teams have access to third-party ESG data, such as MSCI,
Sustainalytics, Trucost, ISS and Bloomberg, as well as insights on engagement carried out by EOS with investee
companies and the broader investable universe. These sources are a valuable input to the investment process, as
well as to the ongoing monitoring of and engagement with companies.

For public markets, FHL's proprietary ESG tools are of particular note:

e Our ESG Dashboard includes our proprietary Quantitative ESG (QESG) Score and identifies stocks
with positive ESG characteristics and/or stocks demonstrating positive ESG change. The QESG score
captures how a company manages its ESG risks.

*  Our Carbon Tool enables fund managers and engagers to identify carbon risks in portfolios and companies
that currently exist or may develop in the future. Importantly, the tool incorporates our stewardship activity
and intelligence and is able to identify companies that are priorities for engagement and their progress
against environmental objectives.

* The Portfolio Snapshot allows us to observe the aggregate ESG risks across our portfolios relative to their
benchmarks. It also examines ESG ratings and controversies and identifies contingent risks. Our portfolio
managers use this tool to evaluate a strategy's ESG performance over time. It also provides insights into
engagement and the progress made, and our voting choices relative to the benchmark.

*  Our Corporate Governance Tool provides a breakdown of corporate governance characteristics, such as
information on board independence, diversity and audit tenure, etc. This tool compares the governance
of companies to the expectations we have set and flags any companies that do not meet the expected
standard.

e Our Environmental Tool assesses both portfolios and companies on their carbon, water and waste
performance. It also looks to quantify the environmental cost of the impact via the following six lenses;
carbon, water, waste, air pollutants, land/water pollutants and natural resource use. In addition, we have
incorporated the temperature alignment of portfolios and companies alongside exposures to carbon
intensive sectors; namely fossil fuels, mining and thermal coal.



Federated Hermes Investment Funds Public Limited Company
Investment Manager Information (Unaudited) (continued)

Hermes Investment Management Limited (continued)
Responsibility in practice (continued)

ESG is integrated into the investment strategy and working practices of all of our real-estate portfolios. A
consideration of ESG principles is embedded into the property selection and investment process, including through
initial screening and due diligence and as part of the investment decision. For our Real Estate team’s indirect
and international investments, we carry out active engagement on governance matters and on ESG policies
and strategies with property developers, property management teams, tenants, lawyers and agents. We include
commitments to develop a joint ESG strategy on acquisitions for jointly managed assets.

EOS at FHL which provides stewardship services, is a global market leader in voting and engagement with both
companies and public policy makers. The team makes voting recommendations over 13,000 company meetings
and actively engages with more than 1,100 (core engagement programme for 2022 is around 325) companies
a year at executive and board level on a range of issues including board governance, executive remuneration,
risk management, business strategy, corporate culture, carbon, pollution, water stress, labour and community
rights. We are also active participants in a wide range of public policy discussions and our Chief Executive, Saker
Nusseibeh, founded the 300 Club, an independent forum for discussion and debate about the responsibilities of
the investment industry.

Whilst the responsibility for implementation resides with all FHL personnel, the ESG and engagement integration
programme is led, coordinated and supported by the FHL Responsibility Office: a head of Responsibility reporting
to FHL CEO, a policy and advocacy team and an ESG integration team. The Head of Responsibility also leads
EOS at Federated Hermes, Federated Hermes third party stewardship service. This team is further supported by
the Responsibility Working Group, which meets quarterly, to have oversight of FHL policy and lead initiatives. The
Responsibility Working Group includes investment, product development, marketing, legal, compliance, human
resources and responsibility representatives as members.

Federated Investment Counseling
About the Investment Manager

Federated Investment Counseling and other subsidiaries of Federated Hermes combined, advise approximately
174 equity, fixed-income and money market mutual funds as well as a variety of other pooled investment vehicles,
private investment companies, and customised separately managed accounts (including non-U.S./offshore
funds), which totaled approximately $668.9 billion in assets as of 31 December 2022. Federated Hermes was
established in 1955 as Federated Investors, Inc., and is one of the largest investment managers in the United
States with nearly 2,000 employees. Federated Hermes provides investment products to more than 11,000
investment professionals and institutions. The Investment Manager advises approximately 129 institutional
separate accounts, private investment companies, separately managed accounts and other pooled investment
vehicles (including sub-advised funds and non-U.S./offshore funds) which totaled approximately $184.6 billion in
assets as of 31 December 2022.

Additional information regarding the security selection process

As part of analysis in its security selection process, among other factors, the Investment Manager also evaluates
whether environmental, social and governance factors could have positive or negative impact on the risk profiles
of many issuers or guarantors in the universe of securities in which the Fund may invest. The Investment Manager
may also consider information derived from active engagements conducted by its in-house stewardship team with
certain issuers or guarantors on environmental, social and governance topics. This qualitative analysis does not
automatically result in including or excluding specific securities but may be used by the Investment Manager as an
additional input in its primary analysis.
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Investment Manager Information (Unaudited) (continued)

Voting

Throughout 2022, for all sub-funds of Federated Hermes Investment Funds plc, we voted at 581 shareholder
meetings (6,486 resolutions). At 318 of those meetings we opposed one or more resolutions. We voted with
management by exception at 48 meetings and abstained at 3 meeting. We supported management on all
resolutions at the remaining 212 meetings.

Statistics Total

Total meetings voted in favour 212
Meetings where voted against (or voted against AND abstained) 318
Meetings where abstained 3

Meetings where voted with management by exception 48
Total meetings 581

Source: Federated Hermes 01/01/2022 - 31/12/2022
Engagement

Throughout 2022, for all sub-funds of Federated Hermes Investment Funds plc, we engaged with 486 companies
on 2,138 issues and objectives. Federated Hermes’ holistic approach to engagement means that we typically
engage with companies on more than one issue simultaneously. The engagements included in these figures are
in addition to our discussions with companies around voting matters.

Theme Total

Environmental 595
Social and Ethical 494
Governance 746
Strategy, Risk and Communication 303
Total 2,138

Source: Federated Hermes 01/01/2022 - 31/12/2022

1



Federated Hermes Investment Funds Public Limited Company
Investment Manager’s Report

Performance Update

Returns for the financial year ended 31 December 2022
One Year
Relative

Return % Benchmark % Performance
%

Federated Hermes Global Emerging Markets Equity Fund' (14.28) (10.02) (4.73)
Federated Hermes Global Equity Fund’ (9.41) (7.83) (1.72)
Federated Hermes Sustainable European Equity Fund' (11.99) (4.36) (7.98)
Federated Hermes Global High Yield Credit Fund (12.88) (13.59) 0.82
Federated Hermes Sustainable Europe ex-UK Equity Fund' (16.96) (7.62) (10.11)
Federated Hermes US SMID Equity Fund'2 (6.06) (8.28) 2.41
Federated Hermes Asia ex-Japan Equity Fund’ (0.02) (9.65) 10.66
Federated Hermes Global Equity ESG Fund' (13.30) (8.08) (5.68)
Federated Hermes Multi-Strategy Credit Fund?® (10.01) 1.59 (11.42)
Federated Hermes Global Small Cap Equity Fund’ (14.23) (8.52) (6.24)
Federated Hermes Absolute Return Credit Fund?® (4.89) 1.59 (6.38)
Federated Hermes SDG Engagement Equity Fund' (8.41) (8.48) 0.07
Federated Hermes Impact Opportunities Equity Fund’ (19.55) (8.12) (12.44)
Federated Hermes Unconstrained Credit Fund® (12.87) 1.59 (14.23)
llztzgg:’ated Hermes Global Emerging Markets SMID Equity (17.36) (6.66) (11.46)
Federated Hermes SDG Engagement High Yield Credit Fund (10.04) (11.38) 1.51
Federated Hermes Sustainable Global Equity Fund' (9.90) (8.08) (1.98)
Federated Hermes Climate Change High Yield Credit Fund* (13.32) (11.38) (2.19)
Federated Hermes Emerging Markets Debt Fund (16.94) (17.78) 1.02
Federated Hermes Biodiversity Equity Fund'# (14.14) (3.82) (10.73)
Federated Hermes China Equity Fund'® (5.12) (9.55) 4.90
Note:

Relative performance returns are calculated on a geometric basis.

Total Return in GBP except Federated Hermes Global High Yield Credit Fund in EUR, Federated Hermes Multi-
Strategy Credit Fund, Federated Hermes Absolute Return Credit Fund, Federated Hermes Unconstrained Credit
Fund, Federated Hermes SDG Engagement High Yield Credit Fund, Federated Hermes Climate Change High
Yield Credit Fund and Federated Hermes Emerging Markets Debt Fund in USD, Net of Fees, (this is the 'F' Share
Class).

Relative returns are geometric.

Returns based on midday F GBP Acc NAV since seeding with midday Z GBP Acc NAV fee adjusted synthetic history
except Federated Hermes Global High Yield Credit Fund F EUR Acc, Federated Hermes Multi-Strategy Credit
Fund F USD Acc, Federated Hermes Absolute Return Credit Fund F USD Acc, Federated Hermes Unconstrained
Credit Fund F USD Acc, Federated Hermes SDG Engagement High Yield Credit Fund F USD Acc, Federated
Hermes Climate Change High Yield Credit Fund F USD Acc and Federated Hermes Emerging Markets Debt Fund
F USD Acc, which are based on close of business prices. All benchmarks/targets are based on close of business
prices.

12
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Investment Manager’s Report (continued)

Performance Update (continued)

' Benchmark is net of withholding tax.

2 Russell 2500 TR net benchmark is calculated from the penultimate working day of each month.

3 These sub-funds do not have a benchmark for performance comparison purposes. Performance is shown against
the risk free rate index of SOFR (“Secured Oversight Financing Rate”) 3 month USD (3 month US Libor to end
June 2022) as a reference index.

4 As Federated Hermes Biodiversity Equity Fund launched on 21 March 2022, the performance data presented is
from inception date to year end.

5 As Federated Hermes China Equity Fund launched on 20 July 2022, the performance data presented is from

inception date to year end.

13
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Investment Manager’s Report (continued)

Federated Hermes Global Emerging Markets Equity Fund

Market Review

The benchmark MSCI Emerging Markets Index returned -20.09% over the period, in US dollar terms (-10.02%
in sterling terms), moderately trailing developed markets as measured by the MSCI World Index (-19.5%). 2022
was a torrid year for investors as risk assets were jolted by surging global inflation and monetary policy tightening
in response, the Russia-Ukraine crisis and the ‘zero-Covid’ policy in China. The path of expected rate increases
was the primary driver of the sharp rise in bond yields and sell-off in stocks, the biggest repricing for long-duration
assets. Value outperformed Growth, largely explained by the high starting valuations for growth stocks, some
growth disappointments, and the effect of rising interest rates. Emerging market (EM) central banks raised rates
93 times in 2022, and most are close to having completed their rate hike cycle. Recession fears rose due to
the squeeze on consumers from higher prices and higher borrowing costs, as central banks prioritised the fight
against inflation over growth. US dollar strength weighed on returns as nearly all EM currencies depreciated and
currency volatility hit highs not seen since the beginning of the pandemic.

Regionally, EM Asia fell substantially over the year (-21.1%), where all markets were down except Indonesia
(+3.6%) and Thailand (+5.0%). China finished the period down -21.9% due to muted economic growth, despite
stimulus, with consumer sentiment weighed down by Covid-19 policy uncertainties and weakness in the real
estate market. EMEA lagged the most (-28.3%) dragged down by Russia, which was removed by MSCI from the
benchmark index in March. The energy-exporting Middle East energy markets outperformed on elevated energy
prices. Latin America (8.9%) was the best-performing region in EM last year by some way. Brazil (14.2%) emerged
as a key beneficiary of the new commodity world order, with considerable export similarity to Ukraine and Russia.
All EM sectors were in negative territory over the year, with Information Technology (-33.4%) the worst performer,
while Utilities (-4.5%) performed best, followed by Financials (-7.9%).

Investment Strategy

The portfolio continues to undergo significant changes to reflect the shifts happening around the world. In the
second half of the year, we raised the allocation to China, taking advantage of the market volatility to add Meituan,
China’s dominant food-delivery service provider. Meituan cleverly uses high-frequency, low-margin food-delivery
services (>70% market share) to attract traffic and cross-sell to low-frequency, high-margin, in-store travel and
hotel services. We added Airtac, the second-largest pneumatics component supplier in China, which is benefitting
from China’s acceleration of process automation, and Chailease, which provides financial leasing services to
small manufacturers in China and Taiwan, which we expect to benefit from China’s reopening. We exited Zhongji
Innolight, a Chinese manufacturer of optical communication transceivers, given our governance concerns and the
company’s weak performance. We sold contract drug research and manufacturing organisation Wuxi Biologics,
due to our concern that it could be added to the US’s entity list, and Autohome, a Chinese auto e-commerce
platform whose franchise is weakening.

In Brazil, we added ltausa — the largest investment holding company, whose main asset is Itau, the largest bank
in Brazil — and Localiza, a leading car rental company with high growth potential. We exited Magazine Luiza, due
to the headwinds from the prolonged monetary tightening cycle, and reduced Hapvida, until we see credible signs
of macroeconomic recovery supporting healthcare prices. The portfolio adjustments reduced the volatility in the
portfolio and added quality and defensive franchises. In India, we bought Pidilite Industries — a specialty chemicals
manufacturer of consumer-focused products including adhesives, sealants, waterproofing, tile adhesives and
speciality industrial products — and Nykka (FSN), an Indian online beauty and personal care business. We reduced
our overall allocation to India to an underweight, trimming ICICI Bank, SBI, Bajaj Finserv, Tech Mahindra and
Motherson into strength. We maintained our overweight to Financials, adding Abu Dhabi Commercial Bank in Q3,
one of the UAE’s largest banks, benefiting from a strong economy, high energy prices and peg to the US dollar.
We recently sold Bank Central Asia into strength, funding increases in our holdings in KB Financial and China
Merchants Bank.

Performance Review

The Fund returned -14.28% in sterling terms, net of fees, during the period, underperforming the benchmark
index by 4.73%. Asset allocation detracted the most, notably the Fund’s overweight allocation to China, which
underperformed, and the associated exposure to the Renminbi, which depreciated. Non-exposure to the Middle
East’s outperforming energy-exporting markets detracted, and the underweight to Brazil also weighed on relative
returns. The Fund’s underweight to the Russia market, and our exit by the end of February, contributed to relative
returns. Stock selection detracted from relative returns, notably in Brazil, Russia, Malaysia and India, eclipsing
gains from stronger selection in China, Korea and Mexico.
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Federated Hermes Global Emerging Markets Equity Fund (continued)

Performance Review (continued)

AlA, a leading insurer in the Asia ex Japan region, was the largest individual contributor on faster-than-expected
business recovery on mainland China’s and Hong Kong’s border reopening. Banco de Chile outperformed as
the political uncertainty of the 2021 presidential election subsided amid the prospect of strong economic growth
driven by increased mobility and high copper prices. Banorte, Mexico’s largest listed bank, rose on strong results
supported by rising rates.

Hapvida, a Brazilian provider of low-cost health insurance, detracted the most, due to rising medical care costs
driven by a pick-up in elective procedures, COVID-related ilinesses, and rising wages. Techtronic Industries, a
manufacturer of cordless power tools mainly sold in the US, fell in part due to the rotation from growth to value
and on concern of a US housing-activity slowdown, potential recession and a high valuation base in 2021. Shares
in Sberbank plummeted following Russia’s invasion of Ukraine. We exited the Fund’s Russian holdings before
February month-end.

Outlook

With central bank actions suppressing demand, we expect the world to emerge from the initial inflation shock and
markets to rebound in 2023. We expect emerging markets to do well, initially driven by the reopening of China,
rebounding markets in Korea, Taiwan and Brazil, and the stability of India, Indonesia and Mexico. In addition to
trough valuations and underweight investor positioning in emerging markets, we expect the growth differential
between emerging and developed markets to expand, driven by emerging markets’ favourable demographics,
manufacturing capability, availability of critical resources and focus on supply-side reforms and infrastructure
investment. We expect several emerging markets to benefit substantially from the relocation in supply chains
that has already begun. In contrast, the developed world is learning to adjust to high inflation and is distracted by
structural challenges that investors are only now considering.

Hermes Investment Management Limited
February 2023
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Federated Hermes Global Equity Fund

Market Review

The US Federal Reserve (Fed) set the tone for markets at the start of 2022, and for much of the remaining
period, after it was revealed that the board had called for a more aggressive tightening as inflation continued to
increase. The Fed’s hawkishness led many to believe that rates would increase further and faster than previously
anticipated, leading to the strongest swing to Value since the Great Financial Crisis.

The preference for Value continued largely unabated for much of H1, except for a couple of brief interludes,
most notably following Russia's invasion of Ukraine towards the end of February as investors switched towards
more defensive areas of the market. However, the invasion amplified many of the existing inflationary pressures,
highlighted by rising energy costs, and the expected trajectory of interest rate rises steepened.

It also resulted in growing fears of recession and, midway through the year, the relative safety of capital structure,
alongside positive sentiment, was preferred. However, early in Q3, there was a change in market leadership as
expectations that inflation had peaked grew and bond yields started to fall, leading to a sharp rotation into Growth
and profitability. Hopes of a peak proved to be unfounded as inflation subsequently printed higher. Yields started
to climb again and expectations that the Fed would accelerate its tightening became reality as the Growth rally
fizzled out and markets resumed their declines.

Q4 brought some respite as markets reacted positively to news that China was going to ease its Covid-19
restrictions. This was further bolstered by a better-than-expected US inflation print, but renewed confidence that
rates would fall as a result were dealt a blow after the Fed, and other central banks, made it clear that tightening
would continue while inflation remained substantially above target. The year ended as it started, with the debate
around inflation overshadowing everything else and investors showing a strong preference for Valuation.

Investment Strategy

Our investment approach remains focused on stock selection, with neutral sector and regional biases. The Global
Equity Fund uses systematic fundamental analysis to assess the attractiveness of over 5,000 stocks on a daily
basis. This analysis involves a disciplined bottom-up stock-selection process, which is based on well-documented
anomalies and trends in investor behaviour. The Fund aims to take advantage of the systematic behavioural
biases of market participants, while remaining cognisant of the risks associated with modelling such behaviour.

We determine a stock’s fair value using metrics from a company’s financial statements. Our modelling looks at a
wide variety of stock characteristics (often referred to as factors) and is designed to proxy expected investment
returns and the behaviour of market participants. The Fund’s multi-factor approach ensures it remains exposed
to a range of styles, and it aims to generate outperformance in all market environments. We closely monitor the
performance of each factor and aim to build stock-selection models that deliver consistent and sustainable excess
returns.

Portfolio modelling is used in the portfolio-construction process to develop a trade-off between expected return and
portfolio risk, allowing for both portfolio constraints and transaction costs. The process is further supplemented by
portfolio-exposure analysis using our proprietary risk-modelling system, MultiFRAME, which allows us to assess
the Fund’s exposure to any quantifiable risk factor.

Unlike traditional quantitative strategies, we also undertake analysis on a disciplined and subjective stock-level
basis. The team uses its extensive experience to challenge the output of the investment model and remove trades
that are subject to significant non-quantifiable factors or unreliable inputs.

Performance Review

The Fund returned-9.41% during the year, underperforming the benchmarkindex by 1.72%. From a sector viewpoint,
the main contributors were our underweight In Information Technology and stock selection in Communication
Services, Consumer Discretionary and Energy. The largest detractions came from stock selection in Information
Technology, Industrials and Health Care. From a regional viewpoint, contributions were modest, while selection in
Japan and Europe detracted the most, Europe primarily due to currency.

16



Federated Hermes Investment Funds Public Limited Company
Investment Manager’s Report (continued)

Federated Hermes Global Equity Fund (continued)

Performance Review (continued)

Marathon Petroleum, Hess and Merck contributed the most to relative returns, while not owning Tesla and Meta
Platforms also benefited the Fund. Marathon Petroleum and Hess both benefited from the preference for Value
and the rising oil price, which favoured the Energy sector for much of the year. In addition, Marathon Petroleum
reported better-than-expected results in both its refining and midstream businesses. Hess also reported strong
results and raised its dividend. Merck shares rose in Q4 after reporting better-than-expected earnings and raising
guidance.

The largest detractors were Walt Disney, CrowdStrike and Alphabet A share class. Walt Disney reported decent
results, but sentiment was affected by concerns over Disney+ after Netflix reported a decline in subscriptions.
Later in the period, the company reported disappointing earnings, driven by weakness in advertising revenue
and higher-than-expected losses in streaming. CrowdStrike declined alongside higher multiple growth software
names in Q2 and then issued disappointing Q4 revenue guidance towards the year-end. Alphabet A share class
underperformed earlier in the year alongside higher multiple names. It also reported disappointing earnings in Q4,
due to declining ad revenues. However, not owning the C share class, which has a similar benchmark position,
offset much of the impact.

Outlook

Looking ahead, inflation, and its impact on interest rates and the global economy, is likely to continue to significantly
influence global equity markets in 2023. The policy-relevant debate about the persistency of inflationary pressure
hinges on both a discussion of the likely trajectory of several factors — Covid-related supply shocks, a tight labour
market and the impact on energy and food prices from Russia’s invasion of Ukraine — as well as arguments about
whether workers and firms are developing more entrenched expectations of higher future inflation. As long as the
labour markets remain strong, central banks will not hesitate to increase interest rates further to curb inflation,
even if the result is a recession.

However, while CPI is still substantially above what central banks would be comfortable with, there are signs
that inflation may have peaked. We are not out of the woods yet though, and, with the macroeconomic backdrop
deteriorating, we expect that interest rates will peak in 2023 at a higher level than investors previously envisioned,
before declining. This is important because stock prices have historically adjusted 12-18 months ahead of interest
rates, which could provide a boost for stocks with both high expected earnings growth and a sustainable focus.

The continued uncertainty around the global macro environment means that it will continue to be important to take
a broad view, which is a consistent feature of our approach. This is also true from a sustainability viewpoint, and
echoes our ESG research that, over many years, has highlighted the importance of identifying not just the current
leaders, but also the improvers. For many, the current opportunities surround companies that have strategies to
grow the sustainable areas of their businesses, but we believe there are also very attractive long-term opportunities
to invest in companies with transition potential too. This is also consistent with our view that, over the longer term,
sustainability will affect all corners of the market and provide a diverse range of opportunities.

Hermes Investment Management Limited
February 2023
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Market Review

2022 proved to be difficult for investors as the MSCI Europe Index returned -4.36%. The year commenced with
markets declining against a backdrop of rising inflation and increasing interest rate expectations that resulted in
the strongest swing to Value since the Great Financial Crisis. The market sell-off was further amplified by Russia’s
invasion of Ukraine in February, which added to the inflationary pressures. In turn, consumer confidence indices
fell in the second quarter due to the expected squeeze on the consumer from higher prices and borrowing costs.
Understandably, risk aversion remained high as markets continued to decline towards the end of H1.

However, early in Q3, there was a change in market leadership as expectations that inflation had peaked grew
and bond yields started to fall, leading to a sharp rotation into Growth and Quality. Hopes of a peak proved to be
unfounded as inflation subsequently printed higher. Yields started to climb again and expectations that central
banks would accelerate their tightening became reality as the Growth rally fizzled out and markets resumed their
declines.

Q4 brought some respite as markets reacted positively to news that China was going to ease its Covid-19 policy
restrictions. This was further bolstered by a better-than-expected inflation print, but renewed confidence that rates
would fall as a result were dealt a blow after the US Federal Reserve (Fed) and other central banks made it clear
that tightening would continue while inflation remained substantially above target.

Investment Strategy

Over the year, we opened new positions in SIG Combibloc and Rentokil, and closed our Adidas, Siemens Gamesa,
Valeo and Fresenius positions. SIG Combibloc is a leading supplier of aseptic packaging, an industry that should
benefit from the structural shift away from plastic, while the company should continue to take market share due
to its filling machines, which are more flexible, faster and produce less waste than competitors’ products. Rentokil
provides pest control and hygiene services to government, commercial and residential customers globally. The
acquisition of Terminix will transform Rentokil's North American business by catapulting it from number three to
the market leader, provide significant opportunity for cost and revenue synergies, and increase its exposure to the
structurally growing pest-control market.

Adidas was sold due to concerns about the impact of inflation on consumer spending power, while Siemens
Gamesa has also been affected by rising materials prices, which could impact the company further as prices have
continued to rise. Valeo was closed following a period of strong relative share-price performance and fears that
the increased likelihood of recession left it vulnerable to a slowdown in discretionary spending. Fresenius offers
less-stable earnings and has seen sentiment affected by headwinds facing its dialysis business.

The structure of the Fund has remained broadly the same over the period. The largest overweight positions
remain in Information Technology, Industrials and Health Care, while Consumer Staples, Energy, Financials and
Utilities remain the largest underweights. From a style perspective, the structure also looks similar to how it
appeared at the beginning of 2022, with a bias away from Value and towards Growth and Quality. The Fund’s
largest exposures are to a lower book-to-price ratio, market cap and dividend yield. The Fund also has higher
sales growth and return on equity and a notable tilt towards companies with higher net profit margins.

Performance Review

The Fund returned -11.99%, underperforming the benchmark index by 7.98%, in 2022. The underperformance
was primarily due to the macro-driven market that had adopted a more short-term outlook: an environment not
suited to a strategy that has a long-term fundamental focus. Selection in Information Technology contributed the
most, but this was offset by detractions from an overweight position in Information Technology, an underweight in
Energy (zero weighting) and stock selection in Materials.

On anindividual basis, the largest contributors were Novo Nordisk, Edenred and Sodexo. Novo Nordisk announced
strong earnings for the first quarter and raised full-year guidance for revenue and earnings. Edenred reported
better-than-expected earnings, with management striking a confident tone on the company’s ability to manage
economic slowdown and its long-term prospects. Sodexo reported better-than-expected results with organic
growth strong. It also benefited from the preference for companies with stable, defendable earnings towards the
end of the Q3.
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Performance Review (continued)

Sika, Lonza Group and Pandora were the largest detractors. Sika reported better-than-expected sales and
reiterated guidance, but it was impacted by the Value rotation. Pandora also reported solid results, driven by
robust sales in Europe and the US, but it declined during the Value rotation, while recession fears also weighed
on sentiment. Lonza Group had performed strongly during the pandemic, but its share price declined alongside
higher multiple names as bond yields increased.

Outlook

Uncertainty remains high and debates about recession or ‘soft landings’ seem futile. Despite the rhetoric from the
European Central Bank, we believe that inflation will likely fall by more than expected, and that yields will stabilise
as peak rates comer ever closer. As such, markets are likely to become more discriminating at the company level
and less factor driven. Focus should return to companies and markets should start to be determined by what
corporates deliver in cash and earnings.

We will continue to ‘kick the tyres’ of our portfolio holdings to ensure investment theses remain intact and avoid the
elephant traps of profit warnings. And, following a year where we have seen a highly negative correlation between
Growth and Value, there will be more opportunities to invest in high quality, sustainable companies that can grow
irrespective of the macro environment. After a year where markets have been factor-driven, 2023 could herald the
return of a stock pickers market.

Hermes Investment Management Limited
February 2023
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Market Review

Continued and persistent inflation, a theme that would remain present for the entire year, saw central banks pivot
in a hawkish direction during January. This was exacerbated by the Russian invasion of Ukraine, which caused
commodity prices to surge. High inflation numbers persisted during Q2 which prompted the US Federal Reserve
(Fed) to increase the pace of interest rate hikes to 75bps, resulting in more than 10% losses for the S&P 500
Index. At the same time the 10-year US treasury yield rose to 3.50%, the highest level in over a decade.

The Fed continued its hawkish rhetoric into the second half of the year with Fed Chair Jerome Powell indicating
that getting back to price stability would “likely require maintaining a restrictive policy stance for some time”. The
European Central Bank (ECB) also started raising rates for the first time in over a decade, with a 50bps hike in July
and 75bps in September. The gas price increases during Q3 intensified fears about a potential recession, which
led European governments to step in to protect consumers and businesses from the energy price impact. Another
element of volatility was added after the UK government unveiled the biggest package of tax cuts in half a century.
This caused sterling to drop, gilt yields to spike and the Bank of England to intervene.

Financial markets rebounded in the fourth quarter. October’s market performance was largely driven by a slower
pace of interest rate rises and a decline in European natural gas prices. The other major driver of this rebound
was the hope that Covid-19 restrictions in China would ease. With inflation falling back, both the Fed and the ECB
stepped down to 50bps hikes in December, but they remained hawkish in both cases, signalling further rate hikes
ahead in 2023.

Investment Strategy

Over the period, we remained positioned in higher quality assets, with a significant exposure to Western Europe,
as well as more defensive sectors, as interest rate volatility remained a key driver of returns. As valuations turned
more attractive following the market correction observed in H1, we extended duration (a measure of sensitivity of
a bond’s price to a change of interest rates)in issuers we liked, ensuring we remained in the best part of the curve
and within the best capital structures.

As a general trend, from the third quarter onwards, we reinforced our exposure to higher quality issuers, increasing
our overall exposure to crossover bonds. Within emerging markets, we remained extremely selective as restrictions
related to China’s Covid-19 policy had knock on effects on asset performance in the region for most of the year
(although our small exposure to Chinese property issuers did benefit from the rebound seen in Q4 as the country
changed its stance on Covid-19 restrictions). In the last few months of the year, we shifted our exposure towards
the front/middle of the curve, especially in Europe. This was because spreads (the difference in yield between
corporate bonds and their equivalent government-issued bonds) on the longer end of the curve had compressed
further.

Performance Review
The Federated Hermes Global High Yield Credit Fund (F Accumulation EUR net) generated a return of -12.88%
in 2022, outperforming its benchmark by 0.82%.

The Fund’s underweight positioning in Energy, Health Care and leisure were the top contributors to overall
performance. In contrast, overweight positioning in capital goods, telecommunications and banking were the
biggest detractors on a sectoral basis. At the individual holdings level, the Fund’s underweight positioning in Pemex
(Energy), Bausch (Health Care) and Ford (automotive) boosted relative returns the most, while the overweight
positioning in Enterprise Products Partners (Energy), Medical Properties Trust (Real Estate) and Ardagh Glass
(capital goods) detracted the most.

At the regional level, the Fund’s overweight positioning in North America and Eastern Europe, and its underweight
positioning in Asia EM were the top contributors to relative performance. In contrast, an overweight positioning in
Western Europe and the UK detracted the most.

From a ratings perspective, the Fund’s underweight positioning in B and below rated issues positively impacted
performance the most, while the overweight positioning in BB and higher rated issues detracted the most.
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Outlook

Our outlook for credit markets has improved based on valuations, fundamentals and the balance of risks we
will potentially face during 2023. Our Multi Asset Credit Strategy Meeting (MACSM) score reflects the overall
improvement in market conditions and increased from -1 to 0. Although central banks are approaching the end of
their tightening cycles, persistently above target inflation could mean that rates remain higher for longer.

Recessionary worries are increasing, with the IMF forecasting one third of the global economy will be in recession
in 2023, with Europe likely already there and the US and the UK to follow soon. Fundamentals remain strong
with leverage ratios low and interest coverage high. Defaults ended 2022 at extremely low levels vs. history but
are expected to increase this year and return close to their long term average of circa 3% due to rising corporate
fundamental headwinds, restrictive rates and a year-on-year increase in distressed exchange activity.

Valuations are attractive, especially as yields remain elevated. Near term catalysts are more balanced, with policy
support, global recession risks, geopolitical tensions and China’s Covid-19 policy some of the key drivers we are
monitoring closely.

Finally, supply and liquidity remain low in credit markets. Our near term outlook favours exposure to higher quality
bonds and low exposure to B/CCC credit. Yields are attractive and as rates volatility normalises, we would expect
this part of the credit market to outperform. In contrast we expect to see some stress in the lower quality part of
the market which has not sold off yet. We prefer exposure to defensive sectors going into 2023, especially in
Europe where valuations are attractive relative to the US. Lastly, we continue to believe that seamless integration
of ESG and sustainability considerations, coupled with active engagement, is critical to sustainable long term
performance.

Hermes Investment Management Limited
February 2023
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Market Review

2022 proved to be difficult for investors as the MSCI Europe ex UK Index returned -7.62%. The year commenced
with markets declining against a backdrop of rising inflation and increasing interest rate expectations that results in
the strongest swing to Value since the Great Financial Crisis. The market sell-off was further amplified by Russia’s
invasion of Ukraine in February, which added to the inflationary pressures. In turn, consumer confidence indices
fell in the second quarter due to the expected squeeze on the consumer from higher prices and borrowing costs.
Understandably, risk aversion remained high as markets continued to decline towards the end of H1.

However, early in Q3, there was a change in market leadership as expectations that inflation had peaked grew
and bond yields started to fall, leading to a sharp rotation into Growth and Quality. Hopes of a peak proved to be
unfounded as inflation subsequently printed higher. Yields started to climb again and expectations that central
banks would accelerate their tightening became reality as the Growth rally fizzled out and markets resumed their
declines.

Q4 brought some respite as markets reacted positively to news that China was going to ease its Covid-19 policy
restrictions. This was further bolstered by a better-than-expected inflation print, but renewed confidence that rates
would fall as a result were dealt a blow after the US Federal Reserve (Fed), and other central banks, made it clear
that tightening would continue while inflation remained substantially above target.

Investment Strategy
Over the year, we opened new positions in Adyen, CFE, DNB and NXP Semiconductor, and closed several
positions, including Universal Music Group, ldorsia, KION Group and Pandora.

Adyen is a data and transaction processing company. Through new product launches, the company has won new
business from major clients, such as Amazon Japan. Moreover, the competitive backdrop looks favourable, with
its biggest competitor seemingly relying on cryptocurrencies and gambling for growth. There is an ongoing debate
about whether electronic payments are more environmentally friendly than cash. Adyen has been climate-neutral
since 2019. The company’s services also combat fraud and theft, providing a benefit to society.

CFE is the world’s leading offshore windfarm installer, as well as a member of the quasi-oligopoly of free dredgers.
Both markets are set to experience very strong growth in the coming years, and CFE also offers optionality on
seabed mining in the longer term. DNB, Norway’s largest financial services group, should benefit from rising
interest rates at a time of relative economic strength for Norway. It is also one of the most sustainability-focused
banks in Europe with strong green-finance initiatives.

NXP was originally the semiconductor division of Philips (and later acquired Motorola’s semiconductor division). It
is a leading producer of microcontroller units (MCUs), which are used across a variety of industries and applications
that are experiencing structural growth. For example, the amount of electronics in cars is set to rapidly increase
through electrification of drivetrains, safety enhancements (including autonomous driving) and passenger comfort.

We closed our position in Universal Music Group on concerns that it will be impacted by negative consumer
subscription trends. We sold Idorsia after we became concerned that its insomnia treatment was not gaining the
traction we expected. KION we closed due to the expectation that the global recession will hurt the industrial
trucks market, combined with higher input costs. We also closed Pandora, reflecting our concerns over weakening
consume