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Passive Investing

How it works

MSCI World

APPLE

MICROSOFT
AMAZON

FACEBOOK

s




ROBe=CO

MSCI World Index tracker
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Passive Investing

Advantages
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1. Passive Vehicles Underperform

Tools | ETF Serasner v|  Basic ETF Screener
F My Screen F  Morningstar Screen Sawve Save As Claar
Criteria # of ETFs found Range How are the funds distributed?
Technology [45) Utilities (12) Large Blend {1328) Large Growth (41) Large Value (78] Leveraged Met Long (0] Mid-Cap Blend (38)

Salect all + Add to My Portfolic 2064 Results Found out of 2064
Market Return
ETF Name Symbol Category Expense Ratio (%) fMarket Return YTD 1-Year
[] adviscrshares Dorsey Wright ADR. ETF AADR Foreign Large Growth 43.02 41.58
[Jishares M5CI &ll Country Asia ex Jpn ETF A8 Facific/Azia ex-lapan Stk 39.20 32,73
I:l SPDRE MSCI ACWI IMI ETF ACIM World Large Stock 18.80 25.09
[Jishares Edge M5CI Multifactor Global ETF ACWF World Large Stock 25.51 2B.6Z
[Jishares MSCI ACWI ETF ACWI World Large Stock 20.52 25.85
[Jishares Edge MSCI Min Vel Global ETF ACWY World Large Stock 15.00 15.50
[ ]ishares MSCI ACWI ex US ETF ACWX Foreign Large Blend 24.84 26.15
[] BLDRS Asia 50 ADR ETF ADRA, Diversified Pacific/Asia 27.35 24.75
I:‘ BLDRS Developed Markets 100 ADR ETF ADRD Foreign Large Value 18.53 24,00
[]ELDRS Emerging Markets 50 ADR ETF ADRE Diversified Emerging Mkts 25.20 28,02
[ |ELDRS Europe Select ADR ETF ADRU Europe Stock 20.28 25.54
[ oB agriculture Short ETH ADZ Trading--Inverse Commaodities .19 g.1%
[]wanEck Vectors Africa ETF AFK Miscellanecus Region 20.57 20,05

Source: Morningstar as of November 3, 2017 — Illustration has been modified for this presentation
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3.The Hidden Cost Of Index Arbitrage

‘ Average return development with index changes

Announcement  Rebalancing

Cumulative abnormal return

—Additions —Deletions

Source: Petajisto (2011), The Index Premium and Its Hidden Cost for Index Funds, Journal of Empirical Finance, 2011, 18(2):271-288
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https://www.youtube.com/watch?v=OYpCxXuF3M8&feature=youtu.be
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Passive Investing

Index tracker

Performance lags index after costs
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_ Prone to index arbitrage
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Corporate governance is at risk ...
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Enhanced Indexing
Features

INDEX TRACKER




ROBe=CO

Enhanced Indexing
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Enhanced Indexing
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MSCI World Index tracker
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Enhanced Indexing

Explained
MSCI World
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Enhanced Indexing
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Enhanced Indexing

Research and Experience
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Enhanced Indexing

Value Investing

Value characteristics

Value stocks
provide better returns
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Enhanced Indexing

Momentum Investing

Value characteristics

Value stocks
provide better returns
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Momentum characteristics

Momentum stocks
provide better returns

MOMENTUM
PRICE TRENDS
ANALYSTS

REVISIONS
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Enhanced Indexing
Ranking the stocks

Scoring and Ranking

VALUATION + QUALITY + | MOMENTUM § | ANALYSTS
BOOK / PRICE SHARE BUYBACKS PRICE TRENDS REVISIONS
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HOW TO BUILD AN
ENHANCED INDEX STRATEGY?
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Stocks

Randstad NV

Loews Corp
Mitsubishi Corp
Altice NV
NN Group NV

Netflix Inc

VALUE
CHARACTERISTICS

Book /
Price

0.42
1.31
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Trends

-18%

20%

4%

-21%

9%

1%

Analyst
Revisions

17%
-24%
9%
-24%
47%

-5%




ROBeCO

1600 VALUE MOMENTUM R AN K
Stocks CHARACTERISTICS CHARACTERISTICS

Book / Share Price Analyst
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1600 VALUE MOMENTUM R AN K
Stocks CHARACTERISTICS CHARACTERISTICS

Book / Share Price Analyst
Price Buybacks Trends " Revisions
Highest rated stocks
NN Group NV VA 3% 9% A47% 1.0%
Mitsubishi Corp 1.71 2% 4% 9% 5.6%
Loews Corp 1.31 10% 20% -24% 9.9%
Lowest rated stocks
Randstad NV 0.42 1% -18% 17% 87.8%
Netflix Inc 0.05 1% 1% -5% 91.8%

Altice NV 0.15 -10% -21% -24% 97.0%



Overweight

Target 20 basis points

Neutral weight

Underweight

Target 30 basis points

ENHANCED INDEXING

NN Group NV

Mitsubishi Corp

Loews Corp

Randstad NV

Netflix Inc
Altice NV

/50
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Demo

RANKING A STOCK

Suggestions?
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Index Deviations

Per Country Per Sector
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Index Deviations

Per Country Per Sector
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Tracking Error
Development 2007 - 2017
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Sustainability

Better sustainability profile

AVERAGE ROBECOSAM SUSTAINABILITY SCORES
58%

56%
54%
52%
50%

48%
Robeco Global Developed Enhanced Index Fund
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Net Returns After Costs
March 2018

Global Developed Markets

SINCE 2004

+1.15%

MSC] Index-
World tracker Robeco
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Net Returns After Costs

March 2018
Global Developed Markets Emerging Markets

SINCE 2007

+1.15%

04, %
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Net Returns After Costs
March 2018
European
SINCE 2004

+1.28%
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Net Returns After Costs
March 2018 US
European SINCE 2004
+1.28%
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Enhanced Indexing

Overview
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Tailor-made Solutions

Possibilities
RISK & RETURN

BETA HEDGING

ACTIVE SHARE TRACKING ERROR

IMPACT INVESTING DM UNIVERSE
POSITIVE SCREENING EM UNIVERSE
EXCLUSION ASIA-PACIFIC UNIVERSE

SUSTAINABILITY INVESTMENT UNIVERSE




ROBe=CO

Sustainable Enhanced Indexing

Overview

ROBECO SUSTAINABLE
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Sustainable Enhanced Indexing

Overview
\/
No investments in: Impact investing: Portfolio ESG score
CONTROVERSIAL 20% LOWER FOOTPRINT IMPROVEMENT:
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OVER 1 MILLION COPIES SOLD

BURTON G.JMALKIEL

AlRandom
Walk Down

Wall Street

THE TIME- TESTED]STRATEGY
FOR(SUCCESSFUL INVESTING

\

COMPLETELY REVISED AND llPDH'ED

Burton Malkiel (1973)
“Blindfolded monkeys do just as well as the experts”
Served on the board of passive manager Vanguard for 27 years




“An Index-Fund Evangelist Is Straying From His Gospel”
The New York Times — 22 June 2017

Now, at age 84, advocates an approach called
“Advanced Indexing”, a smart beta strategy that
“aims to exploit market inefficiencies and beat

the passive approach”

Burton Malkiel (1973)
“Blindfolded monkeys do just as well as the experts”
Served on the board of passive manager Vanguard for 27 years
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Important Information

Robeco Institutional Asset Management B.V. has a license as manager of Undertakings for Collective Investment in Transferable Securities (UCITS) and Alternative Investment Funds (AIFs) (“Fund(s)”) from the Netherlands Authority for the Financial Markets in Amsterdam. This
document is solely intended for professional investors, defined as investors which qualify as professional clients, have requested to be treated as professional clients or are authorized to receive such information under any applicable laws. Therefore, the information set forth
herein is not addressed and must not be made available, in whole or in part, to other parties, such as retail clients. Robeco Institutional Asset Management B.V and/or its related, affiliated and subsidiary companies, (“Robeco”), will not be liable for any direct, indirect, special,
incidental or consequential damages arising out of the use of any opinion or information expressly or implicitly contained in this publication. The content of this document is based upon sources of information believed to be reliable. Without further explanation this document
cannot be considered complete. It is intended to provide the professional investor with general information on Robeco’s specific capabilities, but does not constitute a recommendation or an advice to buy or sell certain securities or investment products and/or to adopt any
investment strategy. Nothing in this material constitutes investment, legal, accounting or tax advice, or a representation that any investment or strategy is suitable or appropriate to your individual circumstances, or otherwise constitutes a personal recommendation to you. Any
opinions, estimates or forecasts may be changed at any time without prior warning. If in doubt, please seek independent advice. All rights relating to the information in this document are and will remain the property of Robeco. This material may not be copied or used with the
public. No part of this document may be reproduced, saved in an automated data file or published in any form or by any means, either electronically, mechanically, by photocopy, recording or in any other way, without Robeco's prior written permission.

The material and information in this document are provided "as is" and without warranties of any kind, either expressed or implied. Robeco and its related, affiliated and subsidiary companies disclaim all warranties, expressed or implied, including, but not limited to, implied
warranties of merchantability and fitness for a particular purpose.

Investment involves risks. Before investing, please note the initial capital is not guaranteed. The value of the investments may fluctuate. Past performance is no guarantee of future results. Investors should ensure that they fully understand the risk associated with the Fund.
Investors should also consider their own investment objective and risk tolerance level. The information in this material may contain projections or other forward-looking statements regarding future events, targets, management discipline or other expectations which involve
assumptions, risks, and uncertainties and is only as current as of the date indicated. Based on this, there is no assurance that such events will occur, and may be significantly different than that shown here, and Robeco cannot guarantee that these statistics and the assumptions
derived from the statistics will reflect the market conditions that may be encountered or future performances. Historical returns are provided for illustrative purposes only. The price of units may go down as well as up and the past performance is not indicative of future
performance. If the currency in which the past performance is displayed differs from the currency of the country in which you reside, then you should be aware that due to exchange rate fluctuations the performance shown may increase or decrease if converted into your local
currency. The performance data do not take account of the commissions and costs incurred on the issue and redemption of units.

Unless otherwise specified the prices used for the performance figures of the Luxembourg-based Funds are the end-of-month transaction prices net of fees up to 4 August2010. From 4 August 2010, the transaction prices net of fees will be those of the first business day of the
month. Return figures versus the benchmark show the investment management result before management and/or performance fees; the Fund returns are with dividends reinvested and based on net asset values with prices and exchange rates of the valuation moment of the
benchmark. Please refer to the prospectus of the Funds for further details.

This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, such as US Persons, where such distribution, document, availability or use would be contrary
to law or regulation or which would subject the Fund and its investment manager to any registration or licensing requirement within such jurisdiction.

Any decision to subscribe for interests in the Fund must be made solely on the basis of information contained in the prospectus which information may be different from the information contained in this document. The information contained in this document is qualified in its
entirety by reference to the prospectus, and this document should, at all times, be read in conjunction with the prospectus. The prospectus and the Key Investor Information Document for the Robeco Funds can all be obtained free of charge at www.robeco.com.

Additional Information for investors with residence or seat in the United Kingdom
Robeco is subject to limited requlation in the UK by the Financial Conduct Authority. Details about the extent of our regulation by the Financial Conduct Authority are available from us on request.


http://www.robeco.com/

