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Perspective

Martin Maurel Senior Plus,
investing in a sustainable theme:

the “Silver Economy”

Focused on the needs of over-50s, the “Silver Economy”
offers a sustainable investment theme thanks to increasing
life expectancy and ageing population. Nathalie Bourdoncle,
portfolio manager of Martin Maurel Senior Plus,

details this particular investment theme.

What is the “Silver Economy”?

Nathalie Bourdoncle: The European Commission
defines the Silver Economy as all products and
services that meet the specific needs of over-50s
by helping improve their health and well-being.
However, seniors are a heterogeneous group.

To better identify their consumption patterns,

we use the segmentation defined by the Crédoc® .

We distinguish active seniors, aged between
50 and 70, with enough time and money

to be consumers, from over 70s, with greater
medical needs.

The Silver Economy is more than just
a marketing concept. This theme even receives
special attention from public policy makers.
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In France, Michéle Delaunay, Minister for the
Elderly and Dependent Care from 2012 to 2014,
commissioned a Crédoc report which led to

a dedicated initiative to persuade economic actors
to consider the needs and habits of this population.

Most seniors are free from a number of financial
constraints, such as paying for their children’s
education or their own home. They have
considerably more financial capital than other
segments of the age pyramid. This is particularly
true for baby boomers who benefited

from full employment in the post-war period.
They consume more in sectors like leisure,
home goods, tourism and food as well as in other
sectors more closely correlated to the ageing
population, such as healthcare.

M\

Nathalie Bourdoncle
Portfolio Manager,
Rothschild & Co

Asset Management Europe

(1) Centre de Recherche

pour I'Etude et I'Observation

des Conditions de Vie,

a research body that supports
organisations active in economic
and social areas.



Why create Martin Maurel Senior Plus?

N.B.: Seniors represent a growing part of the world
population. Besides, they are actively looking to
improve their lifestyle, a point that economic players
often overlook. This insight gave us the original idea
for a thematic fund investing in eurozone equities
that would track the expansion of growth companies
targeting the needs of senior citizens.

Given my experience as a financial analyst,
covering healthcare, retail (leisure, cosmetics,

the food industry), as well as small and mid-caps,
the investment universe and the fund’s theme
were a perfect match. The universe comprises
some 150 stocks of capitalisation sizes, in sectors
that include healthcare, of course, but also leisure,
personal care and asset management.

This universe continuously evolves as result

of new IPO or corporate spin-offs, like Siemens
with Siemens Healthineers. As an example,

we break down healthcare into eight sub-sectors,
including general and specialist pharmaceutical
companies, biotech firms, medical equipment
providers, healthcare services, private hospitals
and care homes, and others. But, as | mentioned,

/

the theme also encompasses leisure with tourism,
retailers with cosmetics and food supplements,
technology, including software publishers such as
Pharmagest commissioned to develop a digital
medical file system in France, and, finally, finance
in the form of asset management as well as life
and health insurance.

The inception of Martin Maurel Senior Plus arose
from an unmet need from private banking clients
and because our portfolio management teams
were looking for an investment solution with a clear
long-term theme. This fund aims to provide
diversification through two key areas: health

and its sub-segments, around 70% of the portfolio,
and more opportunistic sectors like tourism

and consumption.

“Seniors represent a growing part
of the world population actively looking
to improve its lifestyle...”
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“The Silver Economy captures a number
of sectors with a structurally higher
growth rate than the rest of the economy...”

Why is the Silver Economy
a long-term investment theme?

N.B.: It is necessarily a long-term theme.

The population will not stop ageing overnight.
Also, its growth is driven by the falling birth-rates
we are witnessing in many countries, and longer
life expectancy. These two factors inevitably lead
to an ageing population. The second one

also means seniors enjoy their retirement

for a longer amount of time.

We find that the proportion of over-70s

in the population is growing both in the Eurozone
and in the rest of the world. It is interesting

that these trends are a global social phenomenon,
not restricted to developed countries but also
apparent in emerging ones. Governments are aware
of this issue, and they are enforcing public policies
aiming to provide access to healthcare

for their population, whether by subsidising costs or
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by incentivising actors from the economic sphere
to develop, as much as possible, entry level ranges
for the most expensive medical devices.

For instance, many pharmas are now looking

to emerging markets for their expansion,

namely China where lists of reimbursed medicines
are being developed and a rudimentary social
security system is emerging for some illnesses,
such as cancer. These countries are particularly
important new growth areas for this theme.

For instance, Sanofi is putting China at the core

of its development plans.

The Silver Economy captures a number of sectors
with a structurally higher growth rate than the rest
of the economy. These sectors also tend to be

less sensitive to exogenous economic factors,
except perhaps the impact of dollar variations

on pharmaceuticals companies’ earnings.

On the other hand, political decisions weigh heavily,
for better or worse.

What is your portfolio construction
process?

N.B.: Our investment process includes a bottom-up
approach, based on both qualitative and quantitative
analysis. Our inclination towards growth stocks
perfectly suits the fund’s investment theme.

We like to track companies as they do business,

get to know their history, etc.



Our qualitative approach is based on regular
dialogue with management teams which allows us
to better assess their quality and reliability.

We also pay special attention to the competitive
dynamic in the sector, companies’ business models
as well as refocusing on specific activities,

S0 we can get a fair view of their economic
prospects. Our quantitative analysis focuses

on both valuation and earnings momentum

we then compare to analysts’ consensus

and companies’ own estimates.

“We have a fairly strict conception

of the Silver Economy and make sure
our investments are consistent

with the thematic...”
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Seniors want to age well. We are therefore
especially interested in sectors and companies
selling products that enhance their living standards.
In a sense, we have a fairly strict conception

of the Silver Economy and make sure

our investments are consistent with this thematic.
Accordingly, we undertake qualitative analysis

of their product range as well as their strategy
before deciding whether they are really addressing
the seniors’ needs.

How has the fund performed this year?

N.B.: Since the start of the year the fund

has played its defensive role as markets were
shaken by trade tensions between the US

and China, political uncertainty in the Eurozone,
slowing growth in China, etc. Its resilience stems
from our exposure to niche pharma labs, such

as oncology-specialist Ipsen, and AstraZeneca,
one of our high-conviction bets we have gradually
reinforced over the year.

This firm should experience renewed growth in 2019
thanks to the launch of a new and innovative range
of treatments for cancer. The company has been
exposed to major generic risks in the past but has
been able to find paths towards growth via this new
range of products, under the leadership of its iconic
and experienced Chairman.




Elsewhere, our investment in Evotec, which sells
R&D services to pharmaceutical companies,

has been another strong performance driver

so far this year. These stocks from the healthcare
sector have posted growing quarterly profits and
benefited from the uplift in their earnings forecasts.

In addition, our low exposure to financials,

which have been hardly hit by Italian uncertainties,
helped us ride out the turbulence of recent months
without suffering consequences. As suits our theme,
we are highly selective on this type of stocks

and are mostly invested through asset managers
like Banca Generali or DWS, Deutsche Bank’s
asset management arm.

“Given the current environment

What is your current positioning?

N.B.: Given the current environment we have mostly
favoured the defensive sectors of our universe.

We preferred healthcare, specifically large

and mid-caps. For instance we recently reinforced
Amplifon, European leader in the hearing aid market,
Grifols, specialising in plasma products

for haemophiliacs, and Novartis, which has
refocused on pharmacy and biosimilar medicines.

Despite this interest in healthcare, we are selective
and cautious when it comes to biotech firms.

We have in fact tended to reduce our exposure

to these companies over the year. It should be
noted that they can be listed simultaneously

on their home markets and, increasingly,

on the NASDAQ, the US tech stock market.

One consequence of such double listings is the
repercussion of NASDAQ downturns on these
stocks’ valuation in their home market, despite any
negative newsflow regarding their fundamentals.

we have mostly favoured
the defensive sectors of our universe...”

Biotechs often run at a loss and market valuations
fluctuate widely in light of their clinical progress.
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These firms require significant cash levels to invest
in Research. As minority shareholders looking

to avoid ownership dilution on the market,

we keep a close eye on their cash holdings

and cash burn rates.



1 year

Performance 2018 2017 2016 2015 2014 2013 5 years .
volatility

Martin Maurel Senior Plus C EUR -3.05% 15.64% 0.70% 28.79% 7.92% 23.10% 57.35% 15.31%

Euro Stoxx NR -7.39% 12.55% 4.15% 10.33% 4.14% 23.74% 25.76% 13.79%

Source: Rothschild & Co Asset Management Europe, 30/11/2018

Recommended investment period: 5 years

This fund is rated in category 6 (volatility  category of this fund is not a guarantee

Don’t take any between 15% and 25%) reflecting primarily ~ and may go down as well as up. The lowest
unnecessary risks. a dlscretlon.ary |nvestmer'1t pqllcy on the eu- f:ategory does not mee.m risk free. Th'e Fur.1d
rozone equity markets. Historical data used  is not guaranteed capital. More detailed in-
to calculate the syn-thetic risk and reward  formation about risk profile may be found
indicator may not be a reliable indication of ~ under the “Fees and Expenses” heading in
the future risk profile of the fund; the risk  the prospectus.

Lower risk Higher risk
Typically lower rewards Typically higher rewards
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risk indicator

Read the Key Investor
Information Document.
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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.

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 UCls 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 Manage-
ment 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 UClIs for the needs, profile, and experience of each individual investor. In case of doubts as to the presented information or the suitability of the UCls 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
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 perfor-
mance 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.

About Rothschild & Co Asset Management Europe

Rothschild & Co Asset Management Europe, a division of the Rothschild & Co group, is an independent asset manager delivering bespoke investment solutions and advisory services
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 Europe has around 160 employees and over 20 billion euros under management.
For more information: www.am.eu.rothschildandco.com
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