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Rothschild & Co Asset Management Europe

R-co Valor Balanced is a diversified fund based

on two expertise of Rothschild & Co Asset Management Europe
in equity and fixed-income markets. It seeks to generate

a long-term performance while paying special attention

to the fund’s volatility. Yoann Ignatiew and Emmanuel Petit,

the co-fund managers, describe its distinctive features.

Could you present R-co Valor Balanced?  Emmanuel Petit: Our aim is to generate
a long-term performance by investing

in International equity markets
with no constraint as to investment style
or geographic area and no benchmark,

Yoann Ignatiew: R-co Valor Balanced combines
two of our main expertise at Rothschild & Co
Asset Management Europe in international equity
and fixed-income markets that we implement

through two buckets. We are two fund managers while reducing portfolio volatility through
who have spent the past decade working together our exposure to fixed-income markets.

on diversified funds, and therefore we benefit We pay special attention to volatility,

from a deep shared experience in managing which is an essential concern. In this way,
this type of products. we take a relatively defensive approach.
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What differentiates R-co Valor Balanced
from other diversified funds?

Y. I.: R-co Valor Balanced enables two

fund managers with different approaches,
working methods and cultures to work together.

It is a real asset in terms of diversification.

We nevertheless share the same philosophy

in fund management and each bucket is actively
managed. The first may be invested in equities
and bonds from any geographic area. The second
is solely made up of bonds, predominantly
Investment Grade. As a result, R-co Valor Balanced
can take up to 55% exposure to international
equity markets but can also be fully invested

in fixed-income markets.

E. P.: Within each pocket our stock-picking

is intended to contribute directly to the fund
performance in any market environment.

The bonds are not selected only to cut portfolio risk
and provide a protective cushion to moderate
volatility from the equity position. Each bucket

acts as a diversified performance driver.

This diversification added to the decorrelation
between the asset classes must, ultimately,

allow us to ease the volatility of the fund.
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How your two fund manager profiles
complement each other?

Y. I.: The complementarity essentially comes

from our knowing of our respective asset classes
and investment universes. Both of us manage
other funds invested in distinct geographic areas.
| have significant experience in North America,
Europe and China while Emmanuel has in-depth
knowledge of the European fixed-income markets.

“Our aim is to generate a long-term
performance by investing in International
equity markets while reducing

portfolio volatility through our exposure
to fixed-income markets...”
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E. P.: R-co Valor Balanced is mostly invested

in euros, but thanks to our double approach

we can seek out additional sources of performance
in international equity markets. Also, we face
somewhat different issues in terms of stocks

and bonds picking. On the credit side,

we look closely at duration and credit risk,

while in equities, thematic choices and quality

of stock-picking predominate. This means

we can benefit from diversification in our risk-taking.

“R-co Valor Balanced is mostly invested

in euros, but thanks to our double approach
we can seek out additional sources

of performance in international

equity markets...”

What is the interest
of such an investment solution
in the current environment?

Y. l.: An International equities fund with a core

of bonds in euros makes good sense in a market
shaken by fears for the US growth cycle, weakness
in Emerging markets and all the uncertainties

we have had to face lately. It can be a sound move
to cut equity exposure while still retaining some
room for manoeuvre and reducing fund risk

and volatility without being solely invested in bonds
with their still relatively low yields.

E. P.: Over the full current economic cycle,

we have seen growth in risky assets and also

in the bond market. If the equity markets were

to decline, this would probably be in a higher rate
environment. In these circumstances, it becomes
especially important to manage exposure

in light of these rising yields, by adopting

the right positioning. To adapt to this environment
we have to manage duration, watch credit spreads
and gradually adjust the selection of bonds to limit
risks while continuing to generate performance.
But, logically, the rise in interest rates is not going
to happen overnight.
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“In the fixed-income bucket two-thirds Can you give us a breakdown
. . e s ion?
of our allocation is in investment grade of your allocation
” Y. I.: Currently, equities make up 40%
bonds rated BBB... of our allocation and bonds just under 50%.

The rest is cash. By region, the bulk of our equity
exposure is in North America, followed by Europe
and China. Sector-wise, our top choice is for tech
sector growth stocks, financials, healthcare and

Could you describe industrial, mining and energy stocks.

your investment process? E. P.: When it comes to bonds, we prefer investing
in mid-range maturities that can hedge against

the risk of a rate hike. Two-thirds of our allocation

is in investment grade bonds rated BBB. To capture
risk premiums and generate additional yield,

we use satellite strategies through subordinated
bank debt and high-yield bonds.

Y. L.z In the equity pocket, we combine a top-down
approach with fundamental analysis to identify
investment opportunities, reduce or add positions
and define the allocation between asset classes.
The stock picking is discretionary, based

on strong convictions, with a positioning in specific
investment themes with strong growth potential

and unbenchmarked. Completed writing on 29 January 2019

E. P.: In the fixed-income bucket, flexibility is the
hallmark of our management. We start from
analysis of economic fundamentals, complemented
by fundamental analysis of each issuer to define
the right strategy in terms of duration, curve
positioning and sector allocation. We use dedicated
monitoring tools to analyse the three main

risk factors: market risk, credit risk and liquidity risk.
We see issuer diversification as key, to prevent
portfolio performance from being overly vulnerable
to an isolated event. This is how we avoid exposure
to individual risks by remaining alert to each
position’s weighting based on its quality.
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Don’t take any
unnecessary risks.

Lower risk Higher risk

Typically lower rewards
L1]z2]afa]s]e]7]
Read the Key Investor
Information Document.

Typically higher rewards

Recommended investment period: 3-5 years

The level of risk of the UCITS is 4 (volati-
lity of between 5% and 10%) and primarily
reflects a discretionary management poli-
cy on equities and fixed income markets
with a risk-balanced profile. The histori-
cal 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, im-
pact 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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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 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 information contained in this document does not constitute investment advice, an investment recommendation, or tax advice.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 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 UCl is different from the currency of your country of residence. UCls
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 performance 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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