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2021: a multi-stage reopening

The economy recovered in the first half of the year,
driven by a gradual reopening as vaccinations
continued to be rolled out. A “return to normal”
began to take shape, helped along by the combined
actions of central banks and governments,

which played their roles to the tilt in supporting
the reopening of the economies. In Europe,
Christine Lagarde announced an acceleration

in the pace of ECB asset purchases,

while one stimulus plan after another

was adopted in the US, all supported by Joe Biden,
even as the issue of how to fund them

was already being raised. Government bond yields
rose significantly, while the equity markets set

new records, driven by massive inflows of liquidity
and investors’ relentless optimism.

A new paradigm emerged in the second half

of the year, and by the end of the third quarter,
the catching-up momentum of the three previous
months had vanished. Some central banks

raised the prospect of monetary normalisation

as inflation seeped into the discussion,

dragging the spectre of a potential rate hike

in its wake. In the US, political tensions dampened
the optimism of market players. In China,

the momentum that had begun in 2020 receded,
shaken by a tougher line from the Chinese
Communist Party, its “zero-Covid” policy,

the financial setbacks of Evergrande, and electricity
supply issues that hit many regions. Even so,

by the end of September, the equity markets

had become bullish once again, driven mainly

by inflows of liquidity and the inevitable T.IL.N.A®.

How R-co Valor was positioned

During the year, the fund’s equity exposure

ranged from 81% to 88%. The equity markets came
in for some aggressive sector rotations into

and out of cyclical stocks® and growth stocks®.
Against this backdrop, the fund took profits

on cyclical stocks that had rallied the strongest

in recent months. The fund sold down, or sold off,
some positions, particularly in banking, industrial
and commodities. It also added to its growth

and defensive exposure through purchases

of healthcare and tech stocks. Hedges were set up
early in the year via purchases of S&P 500 puts®.

As 2021 draws to a close, our European exposure
is at a 10-year high and reflects our convictions,
particularly regarding industrial and healthcare
stocks. This looks like the right stance

to take given the strong growth being forecast

for the coming years, the especially low valuations,
and the momentum provided by inflows.
Meanwhile, we chose to hold onto our exposure
to China by adding to our holdings of some portfolio
stocks in mid-year in order to limit dilution

in that region. We are confident that,

after consolidating its power, the Chinese
Communist Party will soften its line.

China would then be in a position to move back
into its growth trajectory with the likely support

of a central bank that has thus far been

rather passive. North America is still our main
geographical exposure, via the US,

as well as Canada. The US government’s

huge stimulus plans should provide

strong support for the recovery in North America
in the coming years.

Within the fund, and in light of inflation
uncertainties, we are invested in sectors

that are historically resilient. One such sector

is industrial companies, which enjoy

strong pricing power® that is allowing them

to preserve their margins. Meanwhile,

we are holding onto our exposure to gold mines,
which, over time, are a traditional hedge
against higher consumer prices and could be
driven higher by them. And, lastly, inflation tends
to drive up long-term bond yields and could
therefore be a driver of banking stocks.

The fund’s opportunism and discretionary approach
allow us to adjust our investments to market
conditions, but we are nonetheless remaining
disciplined in our decision-making, taking profits
and adding to our exposure to companies
having solid fundamentals and that have been
hit hard recently. Meanwhile, we possess

the necessary leeway to set up hedges

via options® or futures™ if that looks like

he right move.

(1) There Is No Alternative: an acronym that refers to the lack of alternative in explaining equity market gains by the dearth of competing investments from the
bond markets. Bond yields are said to be so low, with interest rates close to 0%, that they offer no other alternative than to invest in riskier financial assets,

such as equities, in order to hope for higher returns.

(2) Cyclical stocks are closely correlated to economic cycles and therefore benefit strongly during recovery and expansion phases but are also the first to be hit

by an economic slowdown.

(3) Growth investors focus mainly on potential earnings growth while hoping that the company’s revenue and earnings growth will outperform its sector or the

market average.

(4) A sale option entitling its holder to sell an underlying asset on a given date at a pre-determined price.

(5) A company’s ability to set prices and raise them without affecting demand for its products or services.
(6) A contract giving its holder the right, but not the obligation, to buy or sell an underlying asst at a pre-determined price on a pre-determined date.
(7) Financial instruments used to anticipate future shifts in an underlying asset. The underlying asset is bought or sold in a pre-determined quantity and on a date

and at a price known in advance.
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Outlook

As the year draws to a close, a more complex
picture appears to be emerging for 2022. Inflation
and the normalisation of monetary policies had,
until recently, been deemed the major risks,

but the pandemic threat, with the emergence

of the Omicron variant, must now be counted
among these risks. Nevertheless, regarding
Omicron, we have to proceed on pure conjecture,
given the current lack of information regarding
its transmissibility, its virulence and its ability

to break through vaccination protection.

A worst-case scenario would include the return
of lockdowns, paired with a retreat into nationalism
and closed borders. On the markets, this would
mean switching to a global “risk-off”® mode,
with a correction in cyclical stocks driven

by the reopening of economies, as investors

rush nervously into “safe haven” stocks.

Central banks, led by the Fed, could also

switch gears, downplaying their normalisation
process, in order to support their economy.

A best-case scenario, however, would assume
that the new variant is less dangerous

than previously thought, which could provide

a boost to equity markets late in the year,

with investors pouring back into cyclicals,

only some of which have returned

to their pre-crisis levels. Meanwhile,

central banks could be tempted to head

off the risks of uncontrolled inflation through

a fasterthan-planned normalising of their monetary
policies in 2022.

The normalisation of monetary policies,

the inflation risk, and the Omicron threat are some
of the challenges that will have to be met in 2022.
The 900 billion dollars that have flowed

into equity funds worldwide in 2021, surpassing
the previous 19 years combined,

have made investors bullish but no less nervous,
and the slightest bad news could trigger

a defensive retreat.

All that being said, there are, on the bright side,
some factors that seem able to support

equity markets in 2022. Some of these are
macroeconomic in nature, including global growth
forecast at 4.9%°. We will also be able to count

on ongoing official support from governments

via fiscal stimulus, as well as from central banks,
which are willing to adjust their monetary policies
to the situation at hand. In the US, pent-up demand
will remain present, with consumers still sitting

on 2300 billion dollars“® in excess savings.

On top of all this, momentum in flows will continue,
including market support provided by share
buybacks, which are likely to continue after hitting
about 1000 billion dollars in 2021. And, lastly,
from a purely microeconomic perspective, earnings
growth in 202119 will help lower valuations

to more reasonable levels. =

(8) Sentiment prevailing on a market on which participants are pessimistic on the economy or are pricing in uncertainty, with a negative impact on valuations.

One way they do so is by rushing into safe havens.
(9) Source: IMF, November 2021
(10) BCA research, November 2021
(11) Consensus estimate, November 2021

The allocations and breakdowns, both geographical and sectoral, are not fixed and are subject to change over time, within the limits of the prospectus.
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Asset allocation evolution since 2007
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The allocations and breakdowns, both geographical and sectoral, are not fixed and are subject to change over time, within the limits of the prospectus.
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Performance

Since the

2020 2019 2018

beginning of 2021

Since
inception®

1 year

20ty volatility

2016

R-co Valor C EUR

9,8% 6,7% 28,6%  -13,2%

9,5% 19,9% 11,1% 12,7%

(1) Since inception: 08/04,/1994

Source: Rothschild & Co Asset Management Europe, 30/11/2021.

The figures quoted relate to previous years. Past performance is not a reliable indicator of future performance and is not constant over time.
They take into account all fund-related costs and expenses (e.g. management fees) but do not take into account fees charged to the client (e.g. issuance costs, deposit fees).
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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 UCl's
net asset value. For more information about the
risk profile and its main contributors, please
refer to the prospectus.

Before any investment, please imperatively read the key investor information document (KIID)
and prospectus of the UCI carefully, especially its section relating to risks, available on the
Rothschild & Co Asset Management Europe website Rothschild & Co Asset Management Europe

website: am.eu.rothschildandco.com

Join us on
LinkedIn



http://am.eu.rothschildandco.com
http://am.eu.rothschildandco.com
http://www.linkedin.com/showcase/rothschild-&-co---asset-management-europe
http://am.eu.rothschildandco.com

Disclaimer

Advertising document, simplified and non contractual. The information,
comments and analyses in this document are provided for information
purposes only and should not be construed as an investment or tax
advice, or as an investment recommendation from Rothschild & Co Asset
Management Europe. The information/opinions/data mentioned in this
document considered legjtimate 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 hereinafter referred to as the “funds” or the “UCIs”. UCls 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. 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 UCls carefully, especially its section relating
to risks. Each investor must also ensure the jurisdictions in which the
UCl 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 distri-
butors. 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
22 billion euros and employ nearly 160 people. More information at:
www.am.eu.rothschildandco.com


http://am.eu.rothschildandco.com

