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The third quarter of 2019 was marked by the return 
of a multitude of uncertainties and a slowdown 
in the global economy, prompting Central banks 
to implement particularly accommodating 
monetary policy once again. Against this backdrop, 
investors are not currently expecting a short-term 
economic recovery at all but rather anticipating 
further rate cuts. This hypothesis is supported 
by the sluggishness of leading economic indicators. 
In the long run, this scenario could prove favourable 
to equity markets, but only if there is more visibility 
on the political and economic fronts. In addition, 
stock market indices are still at high levels, 
but a phenomenon of sector rotation in favour 
of defensive stocks tends to occur in a context 
in which the dollar keeps on strengthening.

Based on this analysis, we are adopting a relatively 
cautious approach with a rather defensive stance 
in terms of allocation while voluntarily maintaining 
exposure to certain specific sectoral risks. 
Our overall allocation is well below the levels 
reached at the beginning of the year or even below 
its historical average, due to profit taking in sectors 
that have performed well. However, we are still 
maintaining an equity exposure comparable to the 
previous quarter, around 72%, and continuing 
to initiate positions when we feel it is appropriate.

This near-stability has not prevented some changes 
within the portfolio. For instance, the industrial 
company Bombardier was introduced in July, 
then reinforced throughout the summer. At the end 
of August, profits were generated from gold mines 
through reductions in Barrick Gold and Pretium 
Resources, following the very good performance 
posted by the sector in recent months. Gold prices 
rose sharply from $1,300 to $1,500 per ounce, 
reflecting macroeconomic uncertainties 

and developments related to the trade war. 
The cash that was freed up was subsequently 
reinvested in two copper mining companies, 
Teck Resources and Ivanhoe Mines.

The quarter was also marked by the gradual 
introduction of the biotechnology company 
Biomarin, taking advantage of the reduction 
in Celgene, in line with the trades made 
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Portfolio allocation changed marginally during the quarter, mainly through intra-sector arbitrages. 
As a result, our exposure to equity markets remained essentially unchanged throughout the summer period, 
at around 72%.

“We are adopting a relatively 
cautious approach with a rather defensive 
stance in terms of allocation…”

R-co Valor

Taking advantage of a diversified allocation 
as part of its “Carte Blanche” investment 
approach, R-co Valor offers a flexible 
exposure to all asset classes, without any 
sectoral or style bias, nor any geographical 
constraints or reference to a benchmark. 
This fund provides access to innovative 
and cross-functional investment themes 
through high-conviction investments. 
The core of the portfolio consists 
of long-term structural themes around 
which a more opportunistic stock selection 
is based. The portfolio managers seek 
to optimize the fund’s risk-return profile 
through a concentrated portfolio, 
founded on a combination of “top down” 
and “bottom up” analysis.  
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on the stock following the M&A transaction led 
by Bristol-Myers Squibb, which it has been 
the subject of since the beginning of the year. 
Again, in the healthcare sector, we also slightly 
increased Fresenius at the beginning of September. 
We are nevertheless aware that this sector remains 
under pressure as US elections approach 
and with the recurrent debate on drug prices, 
currently exacerbated by the Democratic primaries. 
However, our outlook is based on a long-term vision 
and on structural issues, such as the ageing of the 
population, but also on the sector’s capacity for 
innovation.

As all these changes are the result of arbitrages 
within the portfolio, the fund’s exposure to equities 
remained stable at the end of the quarter. 

We therefore retain a significant amount of flexibility 
to be able to react and adjust our allocation 
if necessary. In addition, the next quarterly 
corporate results will be released in mid-October. 
While publications had surprised during the 
previous campaign, given the low or even negative 
expectations, forecasts for the upcoming season 
are not much more optimistic. This sentiment 
is exacerbated by a clear economic slowdown and 
reinforced by a series of political, geopolitical and 
macroeconomic risks. This uncertain environment 
warrants some caution and compels us to be 
patient until we have better visibility.
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The features of the portfolio are not fixed and may vary over time.

Source: Rothschild & Co Asset Management Europe, 30/09/2019

R-co Valor: Portfolio’s geographical and thematic breakdown as of September 2019

R-co Valor: Portfolio’s top 10 holdings as of September 2019

Stocks Weight

Ping An Insurance 3.2%

Facebook 3.1%

Morgan Stanley 3.1%

Manulife Financial 2.9%

Alphabet 2.9%

Teck Resources 2.8%

Alibaba 2.7%

Tencent 2.5%

LVMH 2.5%

Citigroup 2.4%

Number of line 42

Average weight 1.9%

Top 10 weight 28.2%

Top 5 weight 15.3%



3  |  Quarterly Strategy – R-co Valor and R-co Valor Balanced  |  Rothschild & Co Asset Management Europe |  October 2019

R-co Valor Balanced Co-managed by Yoann Ignatiew and Emmanuel Petit

As a diversified allocation fund, R-co Valor Balanced seeks to generate long-term performance while reducing its volatility through 
a diversified portfolio and the decorrelation stemming from investing across different asset classes. This investment solution 
is founded on two sub-strategies. The first one is managed using a “carte blanche” approach, investing in global equities and 
fixed income, while the second one focuses on fixed income, with a majority being Investment Grade. Each sub-strategy is managed 
on a discretionary basis, founded on both “top-down” and fundamental analysis to identify securities while providing ample flexibility 
in accordance with the portfolio management teams’ convictions. Each sub-strategy seeks to generate performance, including 
the fixed income pocket which is not solely managed to lower the overall portfolio’s risk.

Portfolio Allocation
The equity pocket represents just over 35% of the allocation while bonds account for 43.5% of the portfolio. The balance corresponds 
to the available cash.

On the stock markets, the allocation is intended to be substantially similar to that of R-co Valor, giving priority to North America. 
China and Europe are both around 20%. In sectoral terms, the segment is mainly invested in growth stocks from the technology, 
financial and commodities sectors as well as in the industrial, healthcare and energy sectors.

Within the fixed-income portfolio, geographical allocation remained relatively stable over the quarter. The proportion of money-market 
assets was significantly reduced due to its negative yield and reinvested in BBB and A-rated securities with intermediate maturities. 
Wider credit spreads and higher interest rates observed between late August and early September enabled us to make this shift. 
The allocation in the High Yield segment is highly selective and consists mainly of BB-rated bonds, which are less sensitive 
to the economic cycle, as well as a few B-rated securities backed by strong convictions.

The features of the portfolio are not fixed and may vary over time.
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R-co Valor Balanced: Geographical and thematic breakdown of the Equity pocket as of September 2019

R-co Valor Balanced: Geographical and by rating breakdown of the fixed income pocket as of September 2019



4  |  Quarterly Strategy – R-co Valor and R-co Valor Balanced  |  Rothschild & Co Asset Management Europe |  October 2019

Recommended investment period: 3-5 years
The level of risk of the UCITS is 4 (volatility 
of between 5% and 10%) and primarily 
reflects a discretionary management policy 
on equities and fixed income markets with 
a risk-balanced tprofile. The historical 
data used to calculate this synthetic 
indicator may not be a reliable indicator 
of the UCITS’ future risk profile. The risk 
category associated with the UCITS is not 
guaranteed and may shift upwards or 
downwards over time. A rating of 1 does 

not mean that the investment is “risk-free”. 
The capital invested in the UCITS is not 
guaranteed. Other important risk factors, 
not adequately taken into account by the 
indicator: credit risk, counterparty risk, 
impact of techniques such as derivatives. 
The occurrence of one of these risks may 
result in a decrease in the UCI’s net asset 
value. For more information about the risk 
profile and its main contributors, please 
refer to the prospectus.

R-co Valor C EUR 2019 2018 2017 2016 2015 2014 5 years 1 year
volatility

Performance 21.0% -13.2% 9.5% 19.9% 4.5% 15.7% 8.1% 17.5%

Source: Rothschild & Co Asset Management Europe,  30/09/2019
The figures quoted relate to previous years, past performance is not a reliable indicator of future results

Recommended investment period: 5 years
The 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 
UCITS’ future risk profile. The risk category 
associated with the UCITS is not guaranteed 
and may shift upwards or downwards over 
time. A rating of 1 does not mean that the 

investment is “risk-free”. The capital invested 
in the UCITS is not guaranteed. Other 
important risk factors, not adequately taken 
into account by the indicator: credit risk, 
liquidity risk, impact of techniques such as 
derivatives. The occurrence of one of these 
risks may result in a decrease in the UCI’s net 
asset value. For more information about the 
risk profile and its main contributors, please 
refer to the prospectus.

R-co Valor Balanced



About the Asset Management’s division of Rothschild & Co
As the Asset Management’s division of Rothschild & Co, we deliver bespoke investment solutions to institutional clients, financial intermediaries and third-party 
distributors. We aim to develop complementary expertise in active high-conviction management and open architecture investment solutions. Based in Paris with 
offices in 10 European countries, Asset Management’s division of Rothschild & Co has around 170 employees and over 21 billion euros under management. 
For more information: www.am.eu.rothschildandco.com

Disclaimer
The comments and analyses in this document are provided purely for information purposes and do not constitute any investment recommendation or advice. 
Rothschild & Co Asset Management Europe cannot be held responsible for any decisions taken on the basis of the elements contained in this document or inspired 
by them (total or partial reproduction is prohibited without prior agreement of Rothschild & Co Asset Management Europe). Insofar that external data is used 
to establish terms of this document, these data are from reliable sources but whose accuracy or completeness is not guaranteed. Rothschild & Co 
Asset Management Europe has not independently verified the information contained in this document and cannot be held responsible for any errors, omissions 
or interpretations of the information contained in this document. This analysis is only valid at the time of writing of this report. 

Due to the subjective nature of these analysis and opinions, these data, projections, forecasts, anticipations, hypotheses and/or opinions are not necessarily used 
or followed by Rothschild & Co Asset Management Europe management teams who may act based on their own opinions and as independent departments within 
the Company. Some forward-looking statements are based on certain assumptions that may be likely differ partially or fully from reality. Any hypothetical estimate 
is inherently speculative, and it is conceivable that some, if not all, assumptions about these hypothetical illustrations do not materialise or differ significantly from 
the current determinations. Rothschild & Co Asset Management Europe cannot be held liable for the information contained in this document and in particular for 
any decision taken on the basis of this information.

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 & Co Asset Management Europe, which is an investment management company authorised 
and regulated by the French Financial Markets Authority (www.amf-france.org) under number GP-17000014. 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 presented 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 directly or indirectly benefit a “US Person”, within the meaning of Regulation S of the Securities 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, especially 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.am.eu.rothschildandco.com.

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 specialised markets or 
sectors (like emerging markets) are generally more volatile than more general and balanced 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 int.
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