April 2017 | Rothschild Asset Management

Perspective
R Valor, Quarterly strategy
The first quarter of 2017 was marked by major
geopolitical events, including the inauguration
of the new US president, Donald Trump, an
uncertain political environment in Europe, and
the beginning of the “Brexit” process. Against
this backdrop, R Valor C returned 5.01% in the
first quarter of 2017.
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These macroeconomic uncertainties exacerbated
equity market volatility, leading us to manage the
portfolio flexibly and actively in order to capture
market rallies. In accordance with its investment
philosophy, our conviction-based managers played
long-term stories on the equity markets, along with
short-term investment opportunities. R Valor’s
investment managers’ strategy of anticipating
these shifts by tactically adjusting the sensitivity
of the fund’s equity exposure to global economic
cycles and outlook paid off. This flexible strategy
was reflected in the timely adjustment of equity
exposure via a direct adjustment of the fund’s
allocations by selling or selling down positions, by
hedging with sales of futures and, more recently,
by setting up a tactical goldmining exposure.
In this first quarter, we maintained our bullish
stance, as seen in our still significant net equity
market exposure of 75% at the end of March. This
relative caution is justified by recent uncertainties
over the macroeconomic context, the tone and
decisions of the main central banks, and the
geopolitical environment, by the incoming Trump
administration and the European political agenda
among other things.
Economic indicators reflected a gradual
strengthening in developed economies during the
quarter, led by North America, along the lines of
late 2016. This improvement in North America
was reflected in the fund’s geographical allocation.
Even so, we have gradually scaled back our US
overweighting in the last two years in order to raise
our weighting of Canada. The reason for this is that
the Canadian economy is riding two major growth
vectors – growing manufacturing competitiveness
(with a favourable exchange rate vs. the US dollar)
and a potential acceleration in the wake of the
commodity price rally. This is good news for the
fund’s investments in the transport, commodities
and manufacturing sectors. R Valor is still exposed
to US growth stocks in the Internet and tech
sectors, as well as to financials, which are currently
attractively priced.
In Europe, monetary policies will likely drive growth
that could very well beat consensus forecasts.
Meanwhile, companies exposed to a depreciation
in the euro vs. the dollar and to lower energy
prices could offer investment opportunities,
particularly in manufacturing and consumer
sectors. However, Europe still faces the challenge
of clashing economic and political governance,
and the volatility of its markets driven by political
uncertainties. But even against this backdrop,
there are still opportunities in manufacturing and
luxury goods, with an improvement in peer trading
multiples.
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“Emerging” economies remain closely correlated
to commodities and negatively impacted by the
slowdown in industrial exports. Even so, Chinese
authorities have continued to support the
development and growth of its economy, which is
providing a boost to domestic consumption. This
still looks like good news for the tech, Internet,
consumer goods and insurance sectors. Late last
year, we made valuation-based adjustments to our
Chinese Internet allocation in reaction to the strong
showing of stocks, like Baidu and Alibaba.

“In Europe, monetary policies
will likely drive growth…”
The early-year environment led the managers
to stick to their active approach through tactical
moves within the portfolio, mainly in healthcare,
mines and energy.
We consolidated our healthcare allocation by
bringing in the biotech company Celgene and
adding to our Medtronic and Gilead exposure.
We took two approaches to the mining story. First
of all, we raised our weighting of goldmines, which
are getting a boost from hedging of stress-inducing
demonstrations while offering exposure to the
restructuring of the industry. For example, we set
up a new position in the future Canadian producer
Pretium Gold. We also diversified our exposure to
basic metals in reaction to the performance of
Teck Resources. Ivanhoe Mines was brought into
the portfolio. Ivanhoe is currently developing the
world’s largest copper mine, along with two other
world-class projects in zinc and platinum.
We also took advantage of market opportunities
to add to our energy exposure by raising our
exposure to Suncor Energy and Halliburton. We
also added Concho Resources, a US oil exploration
and production company, to the portfolio, as it
offers strong operating leverage on the expansion
of production in North America (driven by OPEC
decisions).
We profited from Great Wall Motor and Apple after
their solid returns so far this year. We sold off our
position in the Chinese cement maker Anhui Conch
and in Bioverativ, a spinoff of Biogen’s haematology
business.
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Geographic and sectoral allocations as of the end of March 2017
Geographical breakdown of equity allocation

Sector breakdown of equity allocation

Europe 22%

Asia 12%
12%

16%
3%
3%

Industrials

18%

Banking / Insurance

17%

Technology / Internet

26%

17%

-10%

39%
(49% -10%)
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11%

Energy /
Oil services

11%

Transports
Consumer goods /
Luxury

North America 65%
China

France

Canada
United States

U.K.
Switzerland

S&P 500 Futures

Source Rothschild & Cie Gestion, 31/03/2017
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Others
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Source Rothschild & Cie Gestion, 31/03/2017

Principal weightings of the portfolio as of the end of March 2017
Equity
Weight
Alphabet Inc
3.6%
Facebook Inc-A
3.5%
LVMH3.4%
Morgan Stanley
3.3%
Manulife Financial Corp
3.0%
Air Liquide SA
2.9%
Ping An Insurance Group
2.9%
Teck Resources Ltd-Cls B
2.8%
Citigroup inc.
2.7%
Apple Computer
2.6%
Source Rothschild & Cie Gestion, 31/03/2017
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Holdings
37
Average weight2.2%
Top 10 holdings30.7%
Top 5 holdings19.6%

R Valor C EUR
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38.07%

26.89%

-9.20%

9.77%

24.33%

15.68%

4.55%

19.92%

Source Rothschild & Cie Gestion, 31/12/2016

• T he synthetic indicator used to position the UCITS on the risk scale is based on the annualised historical volatility over a period of 5 years.
This scale is non-linear.
• T he level of risk of the UCITS is 6 (volatility of between 15% and 25%) and primarily reflects a discretionary management policy on equities and
fixed income markets.
• The historical data used to calculate this synthetic indicator may not be a reliable indicator of the risk profile.
The Undertaking(s) for Collective Investment (UCI) presented above is (are) organised
according to French law and regulated by the French financial markets authority (AMF).
As the UCIs may be registered abroad for their active marketing, it is up to each investor
to ensure the jurisdictions in which the UCIs are actually registered. For each jurisdiction
concerned, investors are urged to refer to the characteristics specific to each country,
indicated in the “administrative characteristics” section. The issuer of this document is
Rothschild & Cie Gestion, which is an investment management company authorised and
regulated by the French Financial Markets Authority (www.amf-france.org) under number
GP-04000060. The presented information is not intended to be disseminated and does
not in any case constitute an invitation for US persons or their agents. The units or shares
of the UCIs pre-sented in this document are not and will not be registered in the United
States pursuant to the US Securities Act of 1933, as amended (hereinafter the “Securities
Act”), or admitted under any law of the United States. The units or shares of the said UCIs
must not be offered or sold in or transferred to the United States, including its territories
and possessions, or di-rectly or indirectly benefit a “US Person”, within the meaning of
Regulation S of the Securi-ties Act, and equivalent persons, as referred to in the US “HIRE”
Act of 18 March 2010 and in the FATCA provisions. The information contained in this
document does not constitute investment advice, an investment recommendation, or tax
advice. The information does not presume the suitability of the presented UCIs for the
needs, profile, and experience of each individual investor. In case of doubts as to the presented information or the suitability of the UCIs as to the personal needs, and before any
decision to invest, we recommend that you contact your financial or tax advisor. Investment
in units or shares of any UCI is not risk-free. Before any subscription in an UCI, please read
the prospectus carefully, especial-ly its section relating to risks, and the key investor information document (KIID). The net asset value (NAV)/net inventory value (NIV) is available
at www.rothschildgestion.com. The sources of the performance data presented in this
document are specified on each slide. Yoann Ignatiew and Xavier de Laforcade manage
the R Valor fund since 2008.
Warnings
Please note that the past performance of UCIs presented in this document is not a
guarantee of future performance and may be misleading. Performance is not constant
over time. The value of the investments and the income derived therefrom may vary up or
down and is not guaranteed. It is therefore possible that you will not recover the amount
originally invested.
Variations in exchange rates may increase or decrease the value of the investments and
the income derived therefrom, if the reference currency of the UCI is different from the
currency of your country of residence. UCIs whose investment policy especially targets
spe-cialised markets or sectors (like emerging markets) are generally more volatile than
more general and diversified funds. For a volatile UCI, the fluctuations can be particularly
significant, and the value of the investment may therefore drop sharply and significantly.
The presented performance figures do not take into account any fees and commissions
collected during the subscription and redemption of the units or shares of the UCIs
concerned. The presented portfolios, products, or securities are subject to market fluctuations, and no guarantee can be given as to their future performance. The tax treatment
depends on the individual situation of each investor and may be subject to changes.
The Undertaking(s) for Collective Investment (UCI) presented above is (are) authorised for
distribution to the public by the relevant country-specific entity (please refer below to the
local specificities). Copies of the prospectus, the key investor information document (KIID),
and the annual and semi-annual reports are available at www.rothschildgestion. com or
may be obtained free of charge on request in paper version in the country’s official language from the paying and/or information agent: Germany: CACEIS Bank Deutschland
GmbH, Lilienthalallee 34 - 36, D-80939 Munich, Germany | Austria: Raiffeisen Bank International Am Stadtpark 9, A-1030 Vienna, Austria | Belgium: Rothschild Belgium, 166, avenue Louise, B - 1050 Brussels, Belgium | Spain: Allfunds Bank S.A., Estafeta 6 - Complejo
Plaza de la Fuente - La Moraleja - 28109 Madrid, Spain | Italy: Rothschild & Compa-gnie
Gestion - Milan branch, Via Santa Ragegonda 8 - 20123 Milan, Italy | Luxembourg: CACEIS
BANK Luxembourg, 5, Allée Scheffer, L-2520 Luxembourg.

Characteristics specific to Belgium: The maximum percentage of the issue commission
is indicated in the KIID and prospectus specific to each UCI. Redemption fee: 0%. The
number of units or the minimum amount required during the subscription of each UCI is
indicated in the KIID and prospectus specific to each UCI. The tax on stock exchange transactions (TOB) for capitalisation units or shares is 1.32% in case of redemption or conversion of the units or shares (with a maximum of €2,000 per transaction). For dis-tribution
units or shares, the dividends paid to natural persons residing in Belgium and collected by
a Belgian financial intermediary are, in principle, subject to a 25% withholding tax on investment income depending on the individual situation of the investor. This withholding tax
does not provide exemption from other taxes for these natural persons. The Net Inventory
Value (“NIV”) is published in the Echo or with the intermediary in charge of the financial
service in Belgium.
Characteristics specific to Monaco: The Fund may not be offered or sold, directly or indirectly, to the public in Monaco other than by a Monaco Bank or a duly authorized Monegasque
intermediary acting as a professional institutional investor which has such knowledge and
experience in financial and business matters as to be capable of evaluating the risks and
merits of an investment in the Fund. Consequently, this Document may only be communicated to banks duly licensed by the “Autorité de Contrôle Prudentiel” and fully licensed
portfolio management companies by virtue of Law n° 1.144 of July 26, 1991 and Law
1.338, of September 7, 2007, duly licensed by the “Commission de Contrôle des Activités
Financières.” Such regulated intermediaries may in turn communicate this Document to
potential investors.
Characteristics specific to Switzerland: The Rothschild & Cie Gestion funds (hereinafter
the “Funds”) presented in this document are French funds; they are approved by the FINMA
for distribution to non-qualified investors in or from Switzerland. This information note is
not an invitation to subscribe for any of the Funds described herein; it is not a substitute
for the Fund’s prospectus and is provided only for information purposes. This presentation
is neither advice nor a recommendation to subscribe for any Fund. Subscriptions shall be
received and units or shares shall be issued only on the basis of the current version of the
prospectus for the Fund concerned as approved by the FINMA. Any information communicated through this document is provided for information purposes only and has no contractual value. Past performance is not a reliable indicator of future performance. In addition,
commissions charged at the time of issue and redemption of units or shares of the Fund
concerned are not included. Rothschild & Cie Gestion does not in any way guarantee the
evolution of performance and cannot be held responsible for any decision taken on the
basis of information contained in this document. Investing in one or more units or shares
of a Fund is not risk-free. Rothschild & Cie Gestion recommends that subscribers request
additional information, particularly as regards the adequacy of the characteristics of the
Funds for their needs, by calling either the Representative of the Funds in Switzerland as
indicated below, their usual financial advisor, or Rothschild & Cie Gestion before taking
the decision to invest. Rothschild & Cie Gestion, Paris, Zurich branch (Zollikerstrasse 181CH-8034 Zurich, Switzerland) has obtained authorisation from the FINMA to distribute
the Funds to non-qualified investors in or from Switzerland; it has appointed ACOLIN Fund
Services AG, Affolternstrasse 56, CH - 8050 Zürich, Switzerland, to be its representative in
Switzerland (the “Representative”). The paying agent in Switzerland is Banque Cantonale
Vaudoise, Place St-François 14, CH-1003 Lausanne, Switzerland.
The Regulations or the Articles of Association, the Prospectus, the Key Investor Information
Documents, and the annual and semi-annual reports of the Fund for Switzerland can be
obtained free of charge from the Representative in Switzerland. Investors must review the
prospectus before subscribing for Fund units or shares, whatever they may be. Advertisements directed to investors in Switzerland that concern Rothschild & Cie Gestion or the
Funds shall be published on the electronic platform www.fundinfo.com, which is authoritative.
Issue and redemption prices or the net asset values indicated as “excluding commissions”
shall be published every day on the electronic platform www.fundinfo.com.

About Rothschild Asset Management
Rothschild Asset Management offers an independent perspective in innovative investment solutions, designed around the needs of each and every client. We are a global specialist asset
manager delivering bespoke investment management and advisory services to institutional clients, financial intermediaries, and third party distributors. Across our complementary fields
of expertise in active high-conviction management, open architecture investment solutions or risk-based investment solutions, our business model is grounded in deep understanding
of each and every client’s needs. We combine state-of-the-art technology and the latest sophisticated modelling with deep on-the-ground experience to develop bespoke investment
solutions for our clients. It is this innovative yet considered approach that enables to offer a distinct perspective to our clients and make a meaningful difference to their assets in the
long-term. For more information: www.rothschildgestion.com
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