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Market driven by narrow
group of stocks

- The technology sector continues to surprise people positively

- Fund slightly lagged the overall market in August

- Market remains highly bifurcated

Track record of Robeco Sustainable Global Stars Equities (EUR & USD)

Fund Index* Excess return
Last month 5.26% 5.48% -0.22%
Year to date 10.33% -1.13% 11.46%
1-year 23.11% 7.54% 15.57%
3-year (ann.) 13.97% 9.60% 4.37%
5-year (ann.) 11.66% 8.99% 2.67%
10-year (ann.) 13.41% 11.42% 1.99%
Since Inception (ann. )** 14.35% 11.79% 2.55%

Source: Robeco. Results gross of fees, based on gross asset value, in EUR. Management fees and other costs
are charged. These have a negative effect on the returns shown. The value of your investments may
fluctuate. Results obtained in the past are no guarantee for future results. *Reference index MSCI World

Index. **December 2008

Fund Index* Excess return
Last month 6.46% 6.68% -0.22%
Year to date 17.55% 5.34% 12.21%
1-year 33.70% 16.79% 16.91%
3-year (ann.) 14.20% 9.82% 4.38%
5-year (ann.) 13.12% 10.42% 2.70%
10-year (ann.) 12.72% 10.74% 1.98%
Since Inception (ann. )** 13.77% 11.23% 2.54%

Source: Robeco. Results gross of fees, based on gross asset value, in USD. Management fees and other costs L*

are charged. These have a negative effect on the returns shown. The value of your investments may
fluctuate. Results obtained in the past are no guarantee for future results. *Reference index MSCI World

Index. **December 2008
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Last month’s performance

Equity markets continued their strong recovery overall, with equity indices up more than 5% in August alone. If we dig a
little bit deeper, we see that the market is being driven by a narrow group of stocks. The technology sector continues to
surprise people positively, with several companies benefiting from the current acceleration of the secular growth trends.
Digitalisation, aging demographics, renewable energy are just a few of these trends.

Disruptors are outperforming the disrupted companies strongly in terms of orders. However, a lot is being priced in at the
moment. For instance, while we love Apple from a product and a stock perspective, the stock hitting a 2 trillion USD
valuation just after it hit 1trillion USD market capitalisation two years ago, does make you wonder which new original
opportunities are available in the market. Of course ,from a free cash flow generation perspective they still screen attractive
on a relative base but we should expect a pause. The US elections are nearing which could create a binary outcome for
several subsectors for which we are preparing ourselves.

The Global Stars high conviction strategy delivered very strong absolute returns during August. The strategy was up around
5% for the month, bringing the performance above 10% year to date. Despite some value stock rallies, the market remains
highly bifurcated. IT stocks and Industrials were the main absolute contributors. Financial stocks picked up but still lagged
the overall market, which was driven by a narrow range of tech stocks. In this respect not owning Tesla as it does not fit our
investment criteria was a drag on the relative performance. Hence, we slightly lagged the overall markets in August after a
very strong year outperforming around 11%. Main positive contributors from a sector perspective were energy and IT. The
healthcare and communication services sector lagged the reference index. Key individual top performers were Neste Oye,
the Finnish renewable energy refiner, and Asos, the UK online distributor. Increasing our weight in Asos in March
significantly paid off as the stock is up fourfold in the last few months. Sticking to a long-term horizon can deliver very
strong performances.

Portfolio construction

Our investment process is based on bottom-up stock selection. We choose names based on high (potential) free cash flow
(FCF) generation, combined with a solid long-term track record on ROIC (return on invested capital). We integrate the most
material ESG factors into our fundamental company analysis. We also combine fundamental and valuation discipline with
strict risk management. In order to optimize the risk in a concentrated portfolio, we take positions in holdings and scale these
according to our conviction level and their contribution to the portfolio’s total risk exposure. In other words, the highest-
conviction names will be allocated the highest share of our risk budget. This optimizes risk control by taking into account the
correlation of the holdings, and helps to avoid unintended biases in a concentrated portfolio.

Top 10 holdings

Company Portfolio weight

Microsoft Corporation 6.6%

Charter Communications, Inc. Class A 5.9%

Amazon.com, Inc. 5.0%
Apple Inc. 5.0%
AbbVie, Inc. 4.6%
Alphabet Inc. Class A 4.2%
Eli Lilly and Company 4.1%
Neste Corporation 3.8%
Visa Inc. Class A 3.7%
Deutsche Boerse AG 3.6%
Total 46.4%

Source: Robeco, FactSet.
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Portfolio changes
We sold our position in Allegion and took an initial stake in Trane Technologies. We bought into Allegion in 2016, just a few

days after the US elections. The stable compounding growth, good margin profile and the high ROIC characteristics of the
business were very appealing for us. This more than played out and the stock nicely contributed to the performance of the
fund. Trane technologies shares these same characteristics. Additionally, the medium-term prospects for this company are
better with dismal non-residential construction markets being a clear negative for Allegion, and the valuation is more
attractive for Trane. Ironically, both of them came from the same group, Ingersoll Rand.

Sector allocation

Sector Portfolio weight Index weight
Information technology 27.5% 22.3%
Communication services 19.3% 9.0%
Healthcare 14.4% 13.4%
Financials 11.0% 12.2%
Consumer discretionary 8.4% 11.8%
Industrials 6.2% 10.1%
Energy 5.4% 2.8%
Materials 4.2% 4.4%
Consumer staples 3.6% 8.1%
Real estate 0.0% 2.8%
Utilities 0.0% 3.1%

Source: Robeco, FactSet

Some of our largest sector overweights are in information technology and communication services. We have significant
underweights in real estate and utilities. We tend to be overweight in sectors with a high return on invested capital and free
cash flow generation, and underweight in very capital-intensive and low-ROIC businesses.
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Portfolio characteristics

Portfolio Index*

Free cash flow yield (FY1) 4.9% 4.5%
Return on invested capital (FY1) 19.2%  9.2%
RobecoSAM Smart ESG score 65 53
Estimated 3-5 years earnings growth 14.3%  13.7%
Active share 81%

Turnover (avg. last 3 calendar years, double counted) 59%

Relative VaR Ratio 102%
Price/earnings (FY1) 24.8 226
Dividend yield 1.4% 1.9%

Source: FactSet, Bloomberg, Robeco, RobecoSAM. *Reference index: MSCI World Index.
The ESG Scoring Information contained herein is the exclusive intellectual property of RobecoSAM AG, Switzerland, and is provided by Robeco Institutional Asset Management
BV under a limited user license. The information contained herein may not in any way be disclosed or re-distributed.

The portfolio is invested in stocks with roughly similar valuation multiples (P/E FY1), while in general showing a higher FCF
yield and ROIC than the MSCI World Index, which is the reference benchmark. This corresponds with our investment
philosophy that strong ROIC generation in combination with solid FCF generation results in superior longer-term equity
returns.
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Sustainable investing

Sustainability guides our entire investment approach and ESG is an important part of our investment process, as it improves
our understanding of companies’ risk/reward profiles. The RobecoSAM sustainability criteria and company scores for these
criteria are important input factors for our analysis of potential investments. Companies with a high score are more likely to
be included in the portfolio. The graph below shows the results for the environmental impact of our portfolio compared to
all the companies assessed by RobecoSAM. It shows that our holdings have a lower environmental impact in all of the
categories.

Figure 1| Environmental impact report

Source: RobecoSAM, as of 31 August 2020 against the MSCI World Index. Footprint Ownership for USD 218.5 million invested. For illustrative purposes only. Based on European
average figures per year: www.ec.europa.eu/eurostat and www.ee.europa.eu. The Footprint Ownership chart shows the portfolio’s environmental footprint based on the
amount invested. By measuring the portfolio environmental footprint on these key environmental footprint metrics, investors gain an understanding of the magnitude of their
portfolio’s environmental footprint per invested dollar. This information is intended to provide the reader with information on Robeco's specific capabilities, but does not
constitute a recommendation to buy or sell certain securities or investment products.

Outlook

While our forecast of a slow economic recovery after the Covid-19 shock did materialize, equity markets rallied faster than
anticipated. Even though the situation might be improving in large parts of Asia and Western Europe, other parts of the
world, especially India, Latin America and the US, are still facing serious issues. Slow improvement, in particular in the US,
could prevent the currently anticipated V-shaped global recovery.

Economic data such as the leading ISM US indicator became more positive over the last quarter, partly due to the
unprecedented fiscal and monetary stimulus measures taken. The base case is that they will remain in place. However, the
economic improvement remains fragile.

Equity markets have been mainly growth oriented since the global financial crisis triggered by Covid-19. We've saw a material
shift away from growth towards more value-oriented sectors and stocks since May, driven by gradual improvement in data
and a decline in Covid-19 infections. We believe that, over the longer term, growth will continue to dominate unless macro
fundamentals change dramatically. In the shorter term, a more balanced approach towards value might be opportune, as
the economy picks up.

| Market driven by narrow group of stocks


http://www.ee.europa.eu/

