2 April 2020 | Newsletter | Rothschild & Co Asset Management Europe
For professional investors only

Newsletter - Fixed Income Markets

Within a few weeks, the COVID-19 epidemic caused a shock of unprecedented violence in the fixed income
markets. In fact, risk premiums, particularly in the high yield segment, reached in record time a level not
seen since the great financial crisis of 2008. High yield spreads widened by 550 basis points (bp),
reaching a level close to 900 bp at the peak of the market on 18 March.

At the peak of volatility, the fixed income market dislocated. Three examples can illustrate this:
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» Short bonds, regardless of their quality, had become impossible to sell, reflecting massive redemptions Head of Fixed Income
from short bond funds to arbitrate on other asset classes. Rothschild & Co

¢ The credit curves of high-yield issuers reversed significantly, indicating extreme stress on their ability Asset Management Europe
to refinance. The market began to value the High Yield segment in view of the probability of default.

* Sovereign debt has not been used as a safe haven. The issue was to generate liquidity at all costs
through the few assets available and without capital losses. As a result, the strongest sovereign securities
were sold, and rates rose.

In order to reduce the shock wave, Central banks have announced exceptional measures. The Fed

very quickly reduced its key rate to 0.25% in March by making two successive cuts of 50 and then 100 bp.
The institution accompanied this decision with an almost unlimited asset purchase plan, including credit
bonds for the first time.

The ECB also reacted strongly by launching an emergency pandemic procurement programme
of €750bn until the end of the year. This comes on top of the €120bn announced earlier this month
and the €20 billion per month programme resumed last November.

The States also unveiled major plans to support the economy. This is notable in Europe where lessons
on governance seem to have been learned from previous crises, but the issue of the health dimension
remains unpredictable, particularly regarding the development in the United States.

Impacts on our management

As far as R-Co Conviction Credit Euro is concerned, while we were patient at first, we then started to invest.
We removed the fund’s hedges and bought bonds very selectively through a few high-yield securities
that had been particularly affected by the situation but for which we have strong convictions.

We are currently taking advantage of opportunities in the Investment Grade segment, notably through

the reopening of the primary market where high-quality companies are refinancing with very attractive issue
premiums. Airbus, rated A2/A+, for example, issued a 5-year bond with a yield of 1.72% on March 31.

Such a bond had a negative yield before the crisis.

Finally, the last point to emphasize is that we try to keep a liquidity pocket in the portfolio so that we do not
have to sold in unfavourable conditions, when participants tend, in times of high volatility, to withdraw
from the market. Indeed, liquidity has been particularly affected by the crisis we are currently experiencing,
and it is often difficult to sell bonds under good conditions. We are convinced that this extreme volatility

is a source of opportunities, but we continue to analyse the situation with caution.
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Don’t take any
unnecessary risks.
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Read the Key Investor
Information Document.

Recommended investement period: 3 years

The risk level of this UCITS is 3 (including
volatility between 2% and 5%) and mainly
reflects its positioning on private debt
products while being sensitive between
0 and +8. The historical data used to
calculate this indicator may not be a reliable
indication of the future risk profile of the
UCITS. The risk category associated with
the UCITS is not guaranteed and may evolve
over time, both upwards and downwards.

The lowest category does not mean risk-free.
Thue UCITS is not capital guaranteed. Other
significant risk factors not taken into account
include adequately by the indicator: credit
risk, liquidity risk, impact of techniques such
as derivates. The occurrence of any rof these
risks may result in a decrease in of the net
asset value of the Fund. For more information
on the risk profile and its main contributors,
please refer to the prospectus.
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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.

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 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 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.

The figures os UCls provided in this document relate to previous months or years and past performance is not a reliable indicator of future performance. 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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About Rothschild & Co Asset Management Europe

As the specialised asset management division of the Rothschild & Co group, we offer personalised asset management services to a broad client base
of institutional investors, financial intermediaries and distributors. Our development is focused on a range of open-ended funds, marketed under four strong
brands: Conviction, Valor, Thematic and 4Change, and leveraging our long-term expertise in active management with conviction as well as in delegated
management. Based in Paris and established in 10 European countries, we manage more than 21 billion euros and employ nearly 170 people. More information at:
www.am.eu.rothschildandco.com



