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The MSCI World All Countries, representing 
both developed and developing countries, regained, 
at the end of June, two-thirds of its losses from 
its lowest point. The index dropped by 34% between 
mid-February and early March. The economies 
are however restarting in dispersed order. 
China, ahead of Europe and the United States, 
has fully resumed its activities and could 
display a GDP growth of around 2% in 2020. 
The CSI 300 index of the main capitalisations 
of the Shanghai and Shenzhen stock exchanges 
posted resolutely positive performance since 
the beginning of the year (+16% taking into account 
the beginning of July).

In Europe, the PMI Composite stood 
at 48.5 in June, close to the threshold of 50, 
above which it would reflect growth in activity. 
As a reminder, in April, it was 13.5, 
its lowest level since the surveys were created 
in 1998. Even within Europe, divergences  
are emerging. The German equity market clearly 
outperformed its neighbours with a DAX index 
at -7.08% from January to end June, against 
-13.65% for the Euro Stoxx 50. This can be 
explained by several factors, including effective 
management of the epidemic in Germany, 
helped by a higher hospital capacity 
than in other countries, as well as by a younger 
affected population, an economy based 
on a mainly manufacturing structure, less impacted 
than the tourism, hotel or banking sectors; 
and lastly, unprecedented support measures 
implemented by the government. 

In the United States, despite macroeconomic 
data marking a recovery and in particular 
the unemployment rate dropping to 11.1% after 
reaching almost 15% in May, the situation 
is extremely unstable with an uncontrolled outbreak 
of the epidemic. In fact, 40 of the 50 States 
are currently showing a surge in new cases. 
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The global lockdown caused by the COVID-19 pandemic resulted in one of the fastest recessions in history. 
At the same time, the exceptional support measures from governments and central banks have turned 
the global economy on its head, making it possible to consider the second quarter of 2020 under the sign 
of market recovery.
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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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Within R-co Valor’s portfolio, exposure to equities 
has gradually decreased since the end of March, 
from 89% to 82% at the end of June. 
A profit-taking strategy was implemented 
throughout the upturn of the indices. 
Chinese technology stocks, posting positive 
performances in absolute and relative terms, 
were capped, with Vipshop, an e-commerce 
company, in the lead. In the healthcare sector, 
Gilead Sciences was significantly reduced, 
following the strong performance of the share 
upon the approval of its COVID-19 treatment, 
Remdesivir. However, the fund’s exposure 
to the sector remains stable.

Profit-taking was also recorded in gold mining, 
with the sector benefiting from renewed interest 
from generalist investors. Gold’s safe-haven 
status coupled with real interest rates in negative 
territory make it an attractive investment again.

In contrast, certain stocks that were heavily 
impacted in the first part of the year, 
were strengthened. These investments made  
it possible to maintain a stable cyclical allocation, 
around 36%, thus avoiding dilution by a simple 
market effect. The luxury sector was also 
strengthened through LVMH. New lines were also 
initiated, particularly in the leisure / travel sector 
with the introduction of Royal Caribbean Cruises 
and Walt Disney.    

“A profit-taking strategy was implemented
throughout the upturn of the indices…”
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The features of the portfolio are not fixed and may vary over time.

Source: Rothschild & Co Asset Management Europe, 30/06/2020.

R-co Valor: Portfolio’s geographical and thematic breakdown

R-co Valor: Portfolio’s top 10 holdings

Stocks Weight

Morgan Stanley 3.2%

Alphabet 3.2%

Tencent 3.2%

Alibaba 3.1%

Biomarin Pharmaceutical Inc 2.9%

Facebook 2.9%

Agnico Eagle Mines 2.9%

Ping An Insurance 2.8%

Abb 2.7%

Newmont Corp 2.7%

Number of line 44

Average weight 1.0%

Top 10 weight 14.8%

Top 5 weight 7.8%

With US elections around the corner 
and the risk of a second wave of contamination 
with possibly a new lockdown, volatility 
is likely to persist in the markets. As such Joe Biden 
is currently ahead by more than 10 points 
in the polls compared to his rival, incumbent 
President Donald Trump. The Democrats’ takeover 
of the Senate in addition to the House 
of Representatives would mark a real turning 
point in American political landscape. 

In addition, the corporate earnings season starting 
in mid-July will be a trend indicator; investors 
will be looking at the ability of companies to plan 
for the end of the year. 

Despite these uncertainties, we remain convinced 
that equities remain the preferable option. 
A persistently low interest rate environment 
combined with the colossal level of available 
liquidity ($4.7 trillion worldwide) will be significant 
supports for this asset class once investors 
overcome their risk aversion.

“Investors will be looking at the ability 
of companies to plan for the end of the year…”
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Portfolio Allocation

At the end of the first quarter, the equity exposure is close to 43% and the bond component amounting 
to 45% of net assets. During the second quarter, the share allocation was reduced to 41% in a profit-taking 
strategy. The bond component was increased by 50%, taking advantage of a particularly active market.

R-co Valor Balanced: Breakdown by asset classes

Source: Rothschild & Co Asset Management Europe, 30/06/2020.
The features of the portfolio are not fixed and may vary over time.
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Cash

Number of lines 
of the equity pocket 44

Average weight 1.9%

Top 10 weight 29.5%

Top 5 weight 15.6%

Number of lines 
of the fixed income pocket 233

Average maturity 8.2

Modified duration 4.2

Gross yield 2.6%

R-co Valor Balanced

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.
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The features of the portfolio are not fixed and may vary over time.

Equity component

The three main sectors of the equity component are technology, mining and banking/insurance stocks. 
These are also the three themes that contributed the most to the fund’s performance during the second 
quarter of the year.

The technology sector seems to have completely overcome its slump from February-March, both in China 
and in the United States, with year-to-date performances of respectively, +17.8% for the NASDAQ 
Golden Dragon and +12.1% for the NASDAQ. Banking and insurance stocks also benefited from renewed 
interest from investors, after being among the most heavily affected shares in the first quarter. 
The mining sector has been driven by gold, which will benefit from an increase in profits.

The equity component, currently reduced to 41%, positions us on a recovery path with, in particular, 
the inclusion in the portfolio of new “consumer” stocks during the first quarter.      

R-co Valor Balanced: Geographical and thematic breakdown of the Equity pocket

France 
Germany United States

Canada 

United Kingdom

Switzerland

China

10.8%
2.4%
2.0%

21.2% 

19.9% 

Asia 20% 

38.5%

North America 60% 

Europe 20% 

5.1%

Technology / Internet

Industrials

Healthcare

Bank / Insurance

Consumer goods / Luxury

Energy / Oil services

Other

Mining

18.9%

14.4%

14.2%

4.8%

4.8%

4.6%

14.4%

23.9%

Source: Rothschild & Co Asset Management Europe, 30/06/2020.



6  |  Quarterly Strategy – R-co Valor and R-co Valor Balanced  |  Rothschild & Co Asset Management Europe |  July 2020

18.0% 

17.0% 

51.0%12.0% 

0.8%

49.6% 

8.2% 

26.2%15.1% 

AA A BBB
High Yield Non-Rated

Core Eurozone 
Europe ex-Euro World

Peripheral Eurozone Countries

18.0% 

17.0% 

51.0%12.0% 

0.8%

49.6% 

8.2% 

26.2%15.1% 

AA A BBB
High Yield Non-Rated

Core Eurozone 
Europe ex-Euro World

Peripheral Eurozone Countries

Source: Rothschild & Co Asset Management Europe, 30/06/2020.

Fixed income component

The primary market has been extremely dynamic since the start of the year, despite being put on hold 
for almost three weeks in March. The involvement of the main central banks made it possible 
to bring liquidity to the money and bond markets. Investment Grade issues in Europe amounted 
to 305 billion at the end of June, an increase of 65% year-on-year (excluding financials)(1). 
High Yield issuances gradually started again in June, after a few months on hold. 

We are seeing a continuation of the trend observed in May, with issuers looking to strengthen 
their liquidity in the face of uncertainty related to the epidemic. Default risk has increased but mainly 
concerns the lowest-rated issuers and seems, moreover, to already be priced in valuations. In addition, 
the measures implemented by governments and central banks should alleviate this trend.

Since the end of March, we have concentrated our investments on issuances offering attractive premiums. 
We notably positioned ourselves on Investment Grade securities from the primary market. 
At the same time, we sought to reduce interest-rate risk by taking profits on credit derivatives as well 
as by selling or reducing certain High Yield positions.

Completed writting on July 13, 2020

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

(1) Sources: Bond Radar, S&P LCD, Morgan Stanley Research, Juillet 2020. 
The features of the portfolio are not fixed and may vary over time.
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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.

2020 2019 2018 2017 2016 2015 5 years 1 year
volatility

R-co Valor C EUR -6,57% 28,63% -13,17% 9,54% 19,92% 4,55% 32,12% 20,06%

Source: Rothschild & Co Asset Management Europe, 30/06/2020.
The figures quoted relate to previous years, past performance is not a reliable indicator of future results.

2020 2019 2018 2017 2016 2015 Since 
inception(1)

1 year
volatility

R-co Valor Balanced C EUR -4,37% 15,64% - - - - 6,06% 13,48%

(1) Date de création : 24/10/2018.
Source: Rothschild & Co Asset Management Europe, 30/06/2020.
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.
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information/opinions/data mentioned in this document considered legitimate and correct on the day of publication, in accordance with the economic and financial 
environment in place at that date, are subject to change at any time.

Although this document has been prepared with the greatest care from sources that Rothschild & Co Asset Management Europe believed to be reliable and in 
good faith, no representation or warranty, express or implied, is made as to information accuracy or completeness, which are indicative only and are subject to 
change without notice. 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.

Furthermore, given the subjective nature of certain analyses, we draw your attention to the fact that any information, projections, estimates, anticipations, 
assumptions and/or opinions are not necessarily put into practice by the management teams of Rothschild & Co Asset Management Europe, or its affiliates, 
who act according to their own convictions. Certain forward-looking statements are prepared on the basis of certain assumptions, which are likely to differ either 
partially or totally from reality. Any hypothetical estimates are, by their nature, speculative and it is possible that some, if not all, of the assumptions relating to these 
hypothetical illustrations may not materialise or may differ significativement from current determinations.

The information does not presume the suitability of the UCI presented to the profile and experience of each individual investor. Rothschild & Co Asset 
Management Europe shall not be liable for any decision taken on the basis of or inspired by the information contained in this document. In case of doubt, 
and before making any investment decision, we recommend that you contact your financial or tax advisor. R-co Valor is a SICAV and R-co Valor Balanced is 
a sub-fund of the “R-co Sicav” hereinafter referred to as the “funds” or the “UCIs”. UCIs are incorporated under French law, whose registered office are 
29 avenue de Messine – 75008 Paris, R-co Valor registered under number 789 648 409 RSC PARIS and R-co Valor Balanced under number 844 443 390 RCS 
Paris. The UCIs presented above are organised according to French law and regulated by the French financial markets authority (AMF). Any investment is always 
subject to risk. Before any investment, please imperatively read the key investor information document (KIID) and prospectus of the UCIs carefully, especially its 
section relating to risks. Each investor must also ensure the jurisdictions in which the UCI is registered. The KIID, the full prospectus as well as the net asset value 
(NAV) /net inventory value (NIV) are available on our website: www.am.eu.rothschildandco.com. The information presented is not intended to be disseminated 
and does not constitute in any way an invitation for US nationals 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 U.S. Securities Act of 1933 as amended (“Securities Act 1933”) or admitted under any law of the United States. 
These units or shares may neither be offered, sold in or transferred to the United States (including in its territories and possessions), nor directly or indirectly benefit 
to a “US Person” (within the meaning of Regulation S of the Securities Act of 1933) and equivalent persons (as referred to in the US “HIRE” Act of 18 March 2010 
and in the FATCA provisions).

Figures provided relate to previous years. Past performance is not a reliable indicator of future performance and is not constant over time. The value of investments 
and the income derived from them may vary both upwards and downwards, and is not guaranteed. The value of investments and the income derived from them 
may vary both upwards and downwards, and is not guaranteed. It is therefore possible that you may not recover the amount originally invested. Exchange rates 
variation may increase or decrease the value of the investments and the resulting income when the reference currency of the UCI is different from the currency 
of your country of residence. UCIs whose investment policy is aimed more specifically at specialised markets or sectors (such as emerging markets) are generally 
more volatile than common and diversified allocation funds. For a volatile mutual fund, the fluctuations may be particularly large, and the value of the investment 
may therefore fall sharply. The performances presented do not take into account any fees and commissions received on the subscription and redemption of units 
or shares of the UCI herein. The portfolios, products or securities presented are subject to market fluctuations and no guarantee can be given as to their future 
development. The tax treatment depends on the individual situation of each investor and may be subject to change.

Rothschild & Co Asset Management Europe, organized under the laws of France, registered with the Trade and Companies Register of Paris RCS Paris 824 540 173. 
A management company licensed by the Autorité des Marchés Financiers under N° GP 17000014, having its registered office 29, avenue de Messine, 
75008 Paris, France

No part of this document may be reproduced, in whole or in part, without the prior written permission of Rothschild & Co Asset Management Europe, under pain 
of legal proceedings.

About the Asset Management’s division of Rothschild & Co
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


