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Unraveling 9 key questions 
about credits

Following the fiercest hiking cycle by central banks in the past 40
years, the past year has understandably been dominated by rate 
rhetoric. What is clear is that economic predictions are complex, 
and the environment is uncertain. Historically, investors have 
allocated funds to bonds during such periods, seeking not only 
diversification benefits but also the reliability and steady income 
that bonds are known to provide. With yields still high, the time to 
lock in attractive credit returns is now. 

To uncover opportunities in the credit market, we asked clients to 
pinpoint the questions they needed addressed. We then sought 
expertise from within Robeco to provide the solutions. This 
question-and-answer series, ‘Unraveling 9 key questions about 
credits’, draws from all corners of credit investing to offer 
accessible and insightful guidance on identifying value in credit 
markets. It also outlines the processes and analysis used to 
identify potential and manage risk, as well as guidance on ESG 
investing and building a multi-asset portfolio. 

We hope this series provides knowledge and inspiration for seizing 
the moment in credit markets.

INTRODUCTION
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Is cash still king?
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Last year, predictions favored bonds but rising interest rates led to modest bond market 
flows. Contrary to expectations, 2023 became a year dominated by cash, with record 
inflows into money market funds and short-dated treasuries, offering investors 4-5% 
returns without credit or duration risk. 

So far in 2024, bond markets have been buoyed by signals of a soft landing for the US 
economy. As flows typically follow returns, we have seen investors starting to move from 
cash into credits. This trend poses a critical question: is cash still king, or do credits 
offer a more compelling alternative?

Investment grade and BB-rated credit offers better return potential 
First, investment grade and BB-rated credit offers an attractive yield pick-up over cash, 
especially in an environment where we expect central banks to stop hiking rates and 
eventually start easing them. And it does this while protecting investors against future rate 

cuts that would immediately reduce the 
return on money market investments. Within 
the high-quality credit space, the return 
prospects, particularly for short-dated credit, 
look increasingly attractive as investors can 
lock in higher yields than cash for the next 
12 months with limited interest rate or 
spread risk. 

Money market funds and short-dated, 
short-term government bonds have been 

viewed as a lucrative place to park cash with yields north of 4%. Yet history has shown 
that these instruments have not been the best place to be when central banks eventually 
pivot to policy easing. 

Comparing the performance of short-dated corporate bonds with money market 
investments and longer-dated aggregate bonds in periods following the last rate hike by 
the Fed reveals some interesting trends. As shown below in Figure 1, on average, short-
term corporates outperformed money markets by an average 300 bps over different 
investment horizons (holding periods). Longer duration bonds (US Aggregate) delivered 
higher returns, however, with increased duration risk, meaning that longer duration bonds 
would be more impacted if we continue to see interest volatility. 

“ Investors can lock in higher 
yields than cash for the next 
12 months with limited 
interest rate or spread risk 

CLIENT QUESTIONS
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Figure 1: Short-dated bonds have historically outperformed cash

 
Source: Robeco, Bloomberg, September 2023

Investment grade credit stands up in recessionary environments
Second, investment grade and BB-rated companies should be able to perform well in a 
recession. We think markets are too optimistic and that the probability of a recession is 
higher than what is priced in. As history has shown, rate hiking cycles by central banks 
almost always lead to a recession, with the most recent exception being the 1990s. 
However, even in a recessionary environment with mild negative growth, investment grade 
credit and cross-over credit (BB-rated credit) should be able to outperform money market 
investments.  
 
There are parts of the credit market that are more vulnerable if the economy goes into a 
recession, but investment grade and BB-rated companies will continue to do well even in 
an environment of moderate negative growth. These companies, with their conservative 
debt levels, can weather the impact of a recession on profitability and higher interest 
rates. They also typically have more longer-term debt outstanding, meaning there is no 
short-term risk of having to refinance at higher rates.  

Better diversification of risks 
Thirdly, moving from cash to investment grade and cross-over credit allows for better 
diversification of issuer risk. Typically, money market investments comprise more 
concentrated holdings in a small number of issuers or counterparties, and while these 
issuers are of high credit quality, there can be significant exposure to only a few issuers. 
Investing in high-quality investment grade and BB-rated credits allows for more 
diversification across issuers. For example, in our Global Credits - Short Maturity strategy 
we invest in more than 130 different companies across the global investment grade credit 
market. Furthermore, we would not advocate a passive approach to investing in credits, as 
this exposes investors to potentially lower-quality companies with a higher risk of default. 
Investing in credit markets is about avoiding the losers through active management and 
fundamental bottom-up research. 
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Does the hunt for yield
equal the hunt for returns?
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The last two years have been a rollercoaster for bond investors, marked by 2022 being 
the toughest year since 1788. However, in the final months of 2023 the tides started to 
slowly turn, with yields falling from peak levels, as extreme inflation subsided, and 
investors grew more optimistic about a US economic soft landing. 

With the rise in bond yields, bonds are back as an income stream for investors. But does 
the increase in yield necessarily imply higher total returns? 

Analyzing investment grade credit returns in similar yield environments
Typically, yield is the most important determinant of longer-term bond returns, but in 
recent years, low and even negative yield environments have made capital gains the more 

important driver of bond returns. 

However, now with higher yields, bonds are 
better equipped to absorb rising yields 
before total returns enter negative territory. 
While yields in most segments of the global 
fixed income market have risen, we see 
most attractive value in high-quality credit 
which we define as investment grade credit 
and crossover (BB-rated) credit. These 
parts of the fixed income market offer an 
attractive yield with limited credit risk. 

To assess the total return potential of investment grade credits in the current yield 
environment, we analyzed the twelve-month periods in the past 22 years that started with 
similar yield levels. We then calculated the total returns in those periods. In Figure 2 below, 
we show the distribution of total returns from the 56 twelve-month periods in our research 
sample, each of which began with a yield level between 4% and 5%. 

We clearly see that the probability of positive total returns is very high. In only three of the 
56 periods, the total returns fell between -6% and 0%. The lowest total return observed was 
-3.0% while the maximum total return observed was 16.3%. The average return was 7.1%.

So, what does this mean for investment grade credit? Firstly, at current yield levels, 
investment grade credit has historically delivered positive total returns over a twelve-
month period, in most cases when yields were similarly leveled. Even in years with further 
rises in bond yields, such as 2005. 

“ At current levels investment 
grade credit should be able to 
absorb most of the negative 
impact of rising bond yields 
with the attractive carry return

CLIENT QUESTIONS
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Figure 2: Distribution of total returns for global investment grade credit over a 12-month holding period

Source: Bloomberg, Robeco. Research period: March 2001-December 2023. Figure 2 shows the distribution 
of the total returns of the Bloomberg Global Aggregate – Corporates index of all 56 twelve-month periods 
that started with a yield level between 4 and 5%. The displayed returns are unhedged and may differ from 
the currency of your country of residence. Due to exchange rate fluctuations, the returns shown may 
increase or decrease if converted into your local currency. Periods shorter than one year are not annualized. 
The value of your investments may fluctuate. Past performance is no guarantee of future results. This 
analysis does not represent a Robeco investment strategy and is for illustrative purposes only.

Secondly, we mostly observed positive total returns over a twelve-month holding period, 
and in the majority of periods we saw annualized total returns between 6-12%. We must be 
cautious when replicating past returns to make predictions about future returns, but the 
direction of travel is clear. The current yield level on investment grade credit is very 
supportive for future total returns in various market environments. 

Assessing investment grade credit returns in different economic scenarios
In a soft landing scenario where the US experiences sustained but moderating growth and 
inflation, central bank policy rates and bond yields are likely to gradually decline from 
current levels, while corporate spreads will trade more range bound. This environment is 
supportive for total returns on investment grade credit.

In a hard landing scenario where the US economy slides into a recession, central banks 
will likely be forced to cut rates more quickly causing bond yields to drop faster, as 
markets steer away from riskier assets into government bonds as a safe haven. Although 
spreads on investment grade credit could widen in this scenario, the drop in underlying 
government bond yields would mitigate the negative impact of the widening in credit 
spread and support total returns. Return correlations between equities and investment 
grade credit are typically negative in a recessionary environment, hence an allocation to 
credit could act as a hedge against softer returns in the equity space. 

In an economic scenario where we see a strong rebound in inflation, we could see a 
further rise in bond yields. Yet, at current levels, investment grade credit should be able to 
absorb most of the negative impact of rising bond yields, thanks to the attractive carry 
return. 

If history is any guide, and by looking at the different economic scenarios, we can 
conclude that in the global bond market, investment grade credit offers an attractive yield 
and total return potential with limited credit risk. In any market environment an active 
approach and thorough bottom-up fundamental research is always key to ensure that 
quality yield and return can be achieved without too much credit risk. 
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Is investment grade credit
the great diversifier? 
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Historically, investors have allocated to bonds and more specifically to credits, for income 
and diversification against other (risky) asset classes, such as equities and commodities. 
However, during the 2022 market sell-off, credit did not bring the portfolio diversification 
that investors sought. Global investment grade credit markets experienced significant 
drawdowns, alongside negative returns for equities. Investors began to question the 
diversification ability of bonds in general, and investment grade credit more specifically. 

Now yields have risen, can investors rely on investment grade credit for diversification in 
the coming years or should they be more skeptical about its diversification merits?

Investment grade credit performance: a historical perspective
To answer this question, we first need to look at how investment grade credit has 
performed compared to other asset classes over the last 25 years, especially in years 
when equities delivered a negative performance. 

Equity markets (MSCI World Index) experienced negative returns in the years 2000-2002, 
2008 and 2022. The sell-off in equity markets in 2001/2002 and 2008 coincided with a 
recession in the US and in 2000, equity markets sold off due to problems in the 
technology, media and telecom sectors. The equity market sell-off in 2022 was the result 

of a fierce rate hike cycle imposed by central 
banks to stem the surge in inflation. 

In the more challenging equity bear market of 
2000-2002 global investment grade credits 
delivered positive returns. For example, in 
2002 global equity markets declined by 
almost 20%, whereas global investment 
grade credits (Bloomberg Corporate Index 
USD-hedged) delivered a positive return of 
14.8% and provided those investors that were 
holding global investment grade credits with 
diversification benefits. 

The bear market of 2008 saw substantial drawdowns for most asset classes. Global 
equity markets dropped 40.7%, commodity and global high yield markets declined 
respectively by -46% and -27%. Global investment credit also delivered a negative return of 
-8.6%. However, this was a milder drawdown compared to other asset classes. 

“ Investment grade credit has 
a very appealing risk/return 
profile and is therefore 
deserving of its place in a 
balanced portfolio

CLIENT QUESTIONS
321 4 5 6 7 8 9
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The only bear market over this period in which global investment grade credits did not 
deliver diversification benefits was 2022, as drawdowns were -16.7%, almost as large as 
those in global equity markets. The sharp drawdown in global investment grade credits 
can be attributed to its higher duration sensitivity, which made it more vulnerable to the 
sharp rise in bond yields that year. 

Looking back at the risk-off periods over the last 25 years we see that in most periods 
investment grade credit has delivered positive total returns, or in one instance (2008) 
delivered a milder drawdown compared to equities and commodity markets, hence 
providing valuable diversification benefits to investors.  

Investment grade credit’s risk/return profile in a multi-asset context
Let’s now take a more forward-looking approach to assess the diversification benefits of 
investment grade credits. In September, Robeco’s multi-asset team published their 5-year 
Expected Return outlook where they calculate expected returns and long-term volatility for 
the various asset classes over the next five years. These return estimates and volatilities 
are based on both internal Robeco estimates and external studies. They utilize different 
market indices and incorporate a mix of historical data and forward-looking metrics. We 
have plotted the risk/return results in Figure 3 below.

Figure 3: Asset class expected returns vs long-term volatility 

Source: Robeco, 5-year Expected Returns publication. September 2023.

What becomes immediately clear from this chart is the superior risk/return profile of 
investment grade credit compared to other asset classes. It has one of the lowest 
long-term volatility profiles, but provides higher return potential than government bonds 
and a long-term return potential that is not substantially lower than most riskier asset 
classes, with the exception of emerging market equities.

Based on this forward-looking analysis we can conclude that investment grade credit has 
a very appealing risk/return profile and is therefore deserving of its place in a balanced 
portfolio. It has the ability to substantially lower volatility, without a significant give-up in 
longer-term return potential.

The size of the exposure to investment grade credits in a balanced portfolio is also 
dependent on the short-term tactical view of the investor. If the view is that economies will 
see a significant slowdown or even hit a recession, then investment grade credit has the 
potential to outperform more riskier asset classes such as equities, commodities and 
even high yield, delivering the diversification benefits that investors will be seeking in such 
a market environment. 
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Establishing that a credit is undervalued (or ‘cheap’) is an important step, but it is not 
enough. The real challenge – and opportunity – lies in conducting thorough fundamental 
research to ensure that the credit is indeed a value opportunity and not cheap due to 
underlying issues that could pose significant risks. So, where do we currently see value 
in global credit markets? 

Understanding market valuations
As an active credit manager, we focus on the relative value of issuers compared to a 
benchmark. This is best captured by comparing the credit spread of an issuer or specific 
sector to the index spread. For example, we can compare the credit spread on a BBB-rated 
corporate bond versus the average spread on a comparable BBB index. If the corporate 
bond trades at a higher credit spread compared to the index and relative to its own history, 
then this signals potential attractive value in the bond. 

Our simplified valuation table below shows the option-adjusted spread (OAS) for various 
segments of the market, indicating which global credit market segments are undervalued 

and those that are overvalued.1 This is a measure 
used in credit analysis to compare the yield of a 
bond with the risk-free rate of return. 

To identify whether a category is cheap or not, we 
compare the current spread (as of 31 January 2024) 
with its long-term median – in this case we go back 
to 2005. We prefer median over average spreads, as 
this dampens the impact of spread peaks caused by 
sudden spikes in volatility and/or gaps in liquidity. 

The comparison, expressed as a ratio, clearly shows 
if a category is cheap (ratio above 1) or expensive 

(ratio below 1). For instance, if we look at USD investment grade credit, currently trading at 
a spread ratio of 0.72, this ratio illustrates that the market is roughly 30% more expensive 
versus its long-term history.  

How do you assess value?

“ To identify whether a 
category is cheap or not,

 we compare the current 
spread with its long-term 
median

CLIENT QUESTIONS
421 3 5 6 7 8 9
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Table 1: Modified valuation table

Source: Robeco, Bloomberg. Credit spread is defined as the option-adjusted spread over similar duration 
government bonds. Credit spreads shown here are based on the index spread for the relevant market. 
Credit valuation table as of 31 January 2024.

The spread ratio for EUR senior bank debt is currently 1.25, indicating that the average 
credit spread in this part of the global credit market is trading 26% above the long-term 
median spread level. We currently consider this part of the market attractive, therefore we 
have an overweight in EUR senior bank debt in our credit. Additionally, from a fundamental 
credit perspective, we favor European banks. The broader EUR investment grade credit 
market, with a ratio of 1.01, trades in line with long-term median spread level. This market 
includes financials and corporates. Notably, financials, as we have seen with EUR senior 
bank debt, trade at more attractive levels, whereas EUR corporates are at less appealing 
spread levels. Consequently, we are overweight financials and underweight corporates in 
the EUR investment grade credit market. 

In conclusion, the approach above combined with top-down assessment of macro and 
corporate fundamentals as well as technical factors, is used to understand the segments, 
regions and sectors in the credit market that are currently attractive, and too expensive. 
While credit markets can appear to be expensive, strong demand for credit, lack of 
issuance, or accommodative central bank policy can keep these markets expensive for a 
prolonged period. This highlights the complex nature of credit investing and illustrates the 
importance of active management when identifying the winners in the credit market. 

1. Please note that this table is not exhaustive, as we typically assess many segments and sectors of the global          
credit market.

EUR
investment
grade credit

EUR
senior bank
debt

EUR
high yield

USD
investment
grade credit

USD
high yield

USD
EM credit

Current credit
spread (bps)

Current/median
OAS

Median OAS

Data since

129

1.01

128

2005

130
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104

2005

336
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407
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0.72
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271

0.76

356
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  Relatively cheap   Relatively expensive
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Investors typically want to be rewarded (preferably over-rewarded) for taking risk. While 
corporate bonds can be valued attractively for good reasons, value credits often have 
lower market valuations due to investor fears or behavioral biases. Bonds that exhibit 
value characteristics in the corporate space tend to have slightly higher volatilities, but 
also higher returns. This raises the question: how can risk be managed effectively to 
improve investment outcomes?

Balancing value and risk through active management
We seek to build a portfolio that is sufficiently diversified to minimize the impact of 
negative credit events and concentrated enough to benefit from active management. To 
do this we screen global credit markets across various credit classes for overlooked value 
due to biases ad segmentations. Often, value opportunities can be found in shorter-dated 
bonds with attractive valuations relative to other corporate bonds, and history shows that 
these valuation premiums tend to mean revert. 

We apply three main principles to effectively 
manage and control risks:

1. Diversification: By spreading investments 
across different issuers, we reduce 
concentration risk. For example, if the 
issuing company faces financial distress, 
bondholders may not receive the full 
repayment. By creating diversified 
portfolios investors can limit the impact of 
credit risks on performance. Consequently, 
our portfolios are typically diversified 
across more than 100 different issuers. 

What strategies are used
to manage risk?

“ We seek to build a portfolio 
that is sufficiently diversified 
to minimize the impact of 
negative credit events and 
concentrated enough to benefit 
from active management

2. Issuer limits: Imposing strict line limits, such as absolute or relative concentration 
limits based on ratings, protects investors when strategies and/or mandates grow in 
size. Selling a large amount in an AA-rated corporate is easier than selling the same 
amount in a lower-rated credit. Liquidity becomes especially relevant when investing in 
lower-quality credits as the probability of defaults increases disproportionately. 

CLIENT QUESTIONS
521 3 4 6 7 8 9



14 Robeco  |  Client questions

3. Duration Times Spread (DTS)1: Fundamental bottom-up credit research is important to 
understand relevant credit risks and avoid the value trap of buying credit that is cheap 
due to a higher risk of default. Investors should understand how volatility in credit 
spreads impacts performance, and how a credit portfolio can be constructed to reduce 
volatility. 

Rewarded risks
It is important for investors to distinguish between rewarded and unrewarded risk factors. 
In our view, rewarded risks are those harvested by taking a contrarian approach, founded 
on rigorous research. If we believe the F-score2 for an issuer indicates a fundamental 
improvement overlooked by the market because of recession fears, bad earnings cycles or 
a slow ratings agency, we perceive this as rewarded risk. 

Moreover, subordination risk can also be rewarded. Solid companies with sound 
fundamentals can issue different types of debt instruments – such as senior, subordinated, 
first-lien or second-lien debt or payment-in-kind notes. Senior and subordinated debt have 
the same probability of default, and if an issuer’s default probability is extremely low, it can 
be beneficial to invest in its subordinated debt. This is particularly true when spreads widen, 
offering investors attractive entry points.

Unrewarded risks
There are a handful of unrewarded risks, such as idiosyncratic risks, that are more 
prevalent in certain market segments, including real estate, retail, and leisure. Historically, 
defaults have been clustered in these industries, however, they remain viable for investment 
with due caution. 

Moving too low in the capital structure can also be unrewarding. Highly indebted 
companies could face challenges in paying coupons and servicing debt obligations, and 
weak governance is disadvantageous as it can expose credit investors to material 
downside risk. Sustainable risks can also be detrimental. For instance, polluting 
companies are bound to face regulatory pressures as the transition to a low-carbon 
economy gathers pace.  

To manage risks, we primarily focus on market and credit risk for which we believe investors 
are compensated. To measure and monitor the inherent credit risk in our portfolios we use 
a proprietary risk management system. This allows our portfolio managers and risk 
management department to keep an eye on market, sector and company-specific risk. For 
each of these factors, the risk exposure depends on the weight, spread and duration of 
individual investments, the product of which translates into an amount of risk points. 
Whenever the portfolio manager allocates risk to a portfolio holding, the conviction level is 
expressed by the number of risk points. 

1. Read more about how we use DTS to measure credit volatility.
2. The Piotroski F-Score is a financial tool developed by Joseph Piotroski that assesses a company’s financial strength
 based on nine criteria covering profitability, leverage, liquidity, and operating efficiency. Scores range from 0 to 9, with 
 higher scores indicating better financial health.

CLIENT QUESTIONS
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Credit analysis assesses an issuer’s capacity to generate cash, the quality of cash flow, 
and their ability to repay debt. Our credit analysts evaluate five factors that contribute to 
a fundamental score, known as an F-score.1 One of which is the issuer’s environmental, 
social and governance (ESG) profile, alongside its business position, strategy, financial 
status, corporate structure, and covenants. How does ESG information, being a 
significant component, aid in identifying the risks and rewards of corporate bond 
investments?

Integrating ESG factors in credit analysis
Since 2010, our credit team has integrated ESG analysis into bottom-up security selection 
to assess the risk and reward of corporate bond investments. This involves evaluating four 
key elements: the impact of the product or service, the company’s governance system, the 

position of the business in relation to key 
ESG criteria, and its climate resilience 
and decarbonization strategy. We also 
apply fundamental analysis to ESG, as 
the data quality is not always as rigorous 
as it is for financial indicators. Every 

What role does ESG play?

“ The analyst draws a conclusion 
on the issuer’s carbon intensity 
as well as the credibility of the 
company’s decarbonization 
strategy

company report produced by the credit 
analyst has an ESG integration section 
that includes a climate score and an SDG 
score to assess the company’s alignment 
with the 17 UN Sustainable Development 
Goals. 

The four pillars of ESG integration explained 
1. The first pillar looks at the impact of the products a company sells to determine 

whether these entail financially material business risks. Companies that produce 
unsustainable products and services could face financially material risks which could 
impact credit investors. For example, an oil company might come under pressure 
because the environmental impact of its products and services could lead to reduced 
sales, or carbon taxes could dilute its earnings. 

2. The second pillar focuses on corporate governance, an essential element because any 
issues in this area are almost always financially material, affecting a company’s 
operational and financial integrity.

CLIENT QUESTIONS
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3. The third pillar evaluates key ESG risk factors, which differ by sector. Robeco’s SI 
Research team features prominently here, as they provide a materiality framework per 
sector, in each case reflecting elements critical to that industry.

4. The final pillar concentrates on the issuer’s exposure to climate change and their 
readiness to mitigate those effects. Here, the credit analyst uses an issuer-specific 
climate score that reflects the company’s impact on the climate. This pillar tackles 
double materiality by addressing both the financial risks of climate for the company 
and the company’s impact on climate. The analyst then draws a conclusion on the 
issuer’s carbon intensity as well as the credibility of the company’s decarbonization 
strategy.

Case study: the automotive industry 
An example of the importance of the fourth pillar can be seen in the automotive industry, 
which is currently facing challenges amid its significant transition. Most automotive 
manufacturers are currently ill-prepared to face union-related concerns about what the 
energy transition implies for the labor force. Launching battery cars is a huge human 
capital risk: with such a large workforce, the issue of reskilling employees is both 
challenging and critical. 

The analyst then applies the methodology described above to assess the merits of the 
carmaker’s ability to finance its transition to electric vehicle production. The numbers are 
run to estimate what it would cost to set up production facilities for batteries and battery 
cars, and the implied capex requirement for the coming five years. This is compared to 
what has been communicated to the market. If their capex budget falls short, this is 
flagged in the SI research report and the credit analyst will potentially adjust the credit 
opinion if they see a financial material impact on the credit from this risk.

The integration of ESG factors into credit analysis is not just a trend. By incorporating ESG 
considerations, particularly in sectors undergoing significant transformation, analysts are 
better equipped to identify risks and opportunities. And by combining fundamental 
analysis with ESG insights, we are more informed and aligned with broader societal goals, 
and better prepared to enhance long-term value for investors. 

1. The Piotroski F-Score is a financial tool developed by Joseph Piotroski that assesses a company’s financial strength.
 Scores range from 0 to 9, with higher scores indicating better financial health.
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Are financials a value trap?
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The 2023 US banking turmoil created the most significant upheaval in financial systems 
since the global financial crisis. This impacted risk perceptions, credit market valuations 
and regulatory dynamics. More importantly, it raised questions about the stability of the 
banking sector. Although much of this upheaval seems well and truly in the past, the 
question remains: Are European financials undervalued opportunities or value traps with 
hidden fundamental issues? 

European financial debt: the current landscape
Although financial spreads have tightened since the concerns with US regional banks and 
the write-down of AT1 CoCos issued by Credit Suisse in March 2023, we believe European 
bank and insurance debt still provides an attractive premium over corporate debt. This is 
illustrated in the figure below that shows the credit spread for different types of 
subordinated bank and insurance bonds.

Figure 4: Financial spreads 

Source: Robeco, Bloomberg. As of February 2024. Indices used: Bloomberg European Bank AT coco index. 
Bloomberg European Bank LT 2 index. Bloomberg European Bank Senior Debt. Bloomberg European 
Insurance debt index.
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Despite the recent market rally, financial spreads are still trading wide compared to the 
sector’s median levels, as well as to corporate spreads. Several factors contribute to this 
phenomenon. Firstly, the banking sector is a higher beta sector and therefore is more 
volatile and reacts more sensitively to market movements than the average industry. 
Consequently, concerns about the growth outlook in Europe tend to widen financial 
spreads, as investors worry about potential credit losses. 

Additionally, the European growth outlook has been more sluggish compared to the US, 
further contributing to the expansion of financial spreads. Furthermore, specific concerns 
about individual banks, such as the case with Credit Suisse and the US regional banks last 
year, or banks overly exposed to commercial real estate, can lead to wider financial 
spreads. Lastly, the premium in bank debt is partly due to the substantial issuance of bank 
debt in recent years relative to corporate debt.

The best risk-reward in financial institutions
Firstly, let’s examine the fundamentals of the European banking sector. Most European 
banks have benefited significantly from the recent rise in interest rates, resulting in 
increased earnings. While we do not anticipate further rate increases, banks can still rely 

on other sources of income to support their 
earnings. European banks maintain robust 
capitalization levels, allowing them to absorb 
losses before capital ratios become critical. 
Overall, asset quality remains strong.

However, as credit investors, it is crucial to 
conduct thorough due diligence. We avoid banks 
that are overly exposed to commercial real 
estate, such as certain German specialist banks 

with concentrated CRE loan portfolios or less-regulated regional banks in the US. Our 
preference lies with larger European banks that have limited or manageable commercial 
real estate exposure.

In terms of the capital structure, we currently favor senior bank debt over lower Tier 2 debt 
and AT1 CoCos. The latter have performed well and recovered to pre-March 2023 levels, 
but we have become more selective in our investments in these instruments. 
Aside from bank debt, we also find the fundamentals in the insurance sector favorable. 
Our exposure is concentrated on insurance companies with balanced business models, 
diversified earnings profiles, and robust capital positions. Despite the backdrop of 
gradually declining rates in 2024, insurers’ earnings are unlikely to be materially 
challenged, and most firms will maintain solid capital positions.

For insurers, we anticipate price discipline to support the sector’s top line. After two years 
of elevated claims inflation, the normalization of prices should contribute to the recovery 
in underwriting profitability. Additionally, the current high-interest rate environment 
remains favorable for investment income.

Looking ahead 
As a credit investor, it is crucial to avoid falling into the value trap, as credits that appear 
cheap may have underlying reasons for their low valuation. However, we do not believe 
this is the case for European financials. Despite the lower growth outlook for the European 
economy compared to other parts of the world, the fundamentals for insurance and bank 
debt in Europe remain solid. In our view, current valuations still provide ample 
compensation for the risks associated with a slower-growth environment. Nevertheless, it 
is essential to recognize that not all financials are equal. As a credit investor, conducting 
thorough credit analysis before investing in bank and insurance debt is imperative. 

CLIENT QUESTIONS

“ European banks maintain 
robust capitalization levels, 
allowing them to absorb 
losses 

1 2 3 4 5 6 7 8 9



19 Robeco  |  Client questions19 Robeco  |  Client questions

Cash rates won’t last forever, prompting investors to reconsider traditional holding 
strategies like savings accounts, money market funds, and other short-term liquid 
investments. A prudent asset allocation strategy, diversifying across various asset 
classes according to risk tolerance and investment horizon, becomes essential. How 
should investors position their portfolios in response to credit markets?

Before deciding on the optimal credit allocation in our multi-asset strategies, we must first 
consider what asset mix is most likely to offer the best risk-adjusted returns to investors. In 
all walks of life, we focus on value for money, and investments should be no different. More 
risk-sensitive investors will want to be sufficiently compensated in return terms for every 
additional unit of risk taken. This optimal allocation decision has three main drivers:

1. Expected risk and return for each asset class
2. Opportunities for active management in different asset classes
3. The diversification benefits of combining different asset classes 

Expected risk and return for each asset class
Each year, Robeco produces its 5-year Expected Returns publication for all major asset 
classes, considering valuations, macro scenarios and climate factors. These forecasts 

suggest that the best risk-adjusted returns over 
the next five years will come from a mix of 25% 
equity and 75% fixed income. This allocation is 
reflected in the bond and equity efficient frontier 
chart below. Another interesting observation is 
that this research advocates for a 20% increase 
in bond allocation at the expense of equities 
compared to last year. This in part reflects 
valuations for the most concentrated part of the 
equity markets closing in on historical peaks, 
and with it a more challenging upside/downside 
asymmetry versus credit right now. Credit 
spreads are well placed and not super tight and 

for the most part, investment grade companies should manage the refinancing risk, which 
for many will happen further down the track. So, for those investors looking to move from 
cash and back into the market, the 25% equity/75% fixed income asset allocation appears 
optimal.

What is the optimal
allocation for credit?  

“ Forecasts suggest the best 
risk-adjusted returns over 
the next five years will be a 
mix of 25% equity and 75% 
fixed income

CLIENT QUESTIONS
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Figure 5: Bond and equity efficient frontiers for Expected Returns 2023-27 vs 2024-28 

Source: Robeco, as of September 2023. Note: volatility based on average historical data from October 2000
to September 2023. Equity is represented by MSCI AC World and Bonds is represented by Bloomberg Global 
Aggregate Corporate and Bloomberg Global Aggregate Treasury indices. In portfolio optimizations, we 
combine the 5-year Expected Returns with long-term steady state returns. 

Opportunities for active management in different asset classes
When optimizing an asset allocation at a particular risk level within a multi-asset portfolio, 
we expect alpha for each active investment strategy we invest in. This reflects our 
conviction in the underlying investment team, culminating in a 1-5 rating based on a mix of 
quantitative and qualitative research. We then use that information in tandem with our 
view of the prospects for excess returns in each asset class. Our multi-asset strategy 
often operates within a finite overall risk and fee budget, necessitating a balance of these 
competing elements in the most efficient way possible. In our 2023 5-year Expected 
Returns we measured the percentage of active managers that beat their equivalent 
passive tracker in global credit (EUR-hedged) versus large-cap balanced US equity, the two 
largest asset class building blocks. The pronounced difference in the opportunity set 
reveals that the prospects for excess returns in global credit will positively impact the 
allocation size to global credit in our multi-asset strategy.

The diversification benefits of combining different asset classes 
Historically mixing different asset classes has provided diversification, and with it 
improved risk-adjusted returns. However, there is an exception to the rule. During periods 
of elevated inflation, assets typically become correlated – just like we have witnessed over 
the past two years. However, looking forward, we expect those diversification benefits to 
make a comeback. We anticipate Core CPI inflation forecasts of circa 2.5%-3% for the next 
five years, and historically that level has supported diversification between bonds and 
equities. For lower-risk investors, a multi-asset portfolio with a majority allocation to 
bonds should stand to perform well. 
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While active credit managers typically add the most value through bottom-up security 
selection, we firmly believe that maintaining a top-down view is crucial for delivering 
sustainable outperformance in credit portfolios. Different phases of the credit cycle 
require varying risk stances. So, how do we adjust beta to mitigate risk and capitalize on 
opportunities?

Optimizing credit portfolio performance 
As active credit managers, it is essential to steer the risk profile of the portfolio in a way 
that optimizes relative returns in a positive credit environment, while also mitigating 
negative impacts during adverse market conditions. Our top-down approach revolves 
around quarterly credit outlook meetings, where all members of our credit team engage in 
in-depth discussions, challenging and scrutinizing views on both the market and macro 
environment. Discussions are structured around three main factors that drive credit 

markets: fundamentals, valuation, and 
market technicals. This includes investor 
positioning, flows, and market liquidity.

The quarterly credit outlook serves as 
valuable input for positioning within the 
market cycle. Guided by their 
assessment of market attractiveness, 
credit portfolio managers determine the 

overall risk positioning of portfolios, which is defined as the portfolio’s beta. Specifically, 
beta is calculated as the Duration Times Spread (DTS) of the portfolio divided by the DTS 
the relevant market index. When the top-down view suggests a preference for higher risk, 
portfolio managers increase the portfolio’s beta to above 1. Conversely, in a more 
defensive risk stance, the portfolio’s beta can be reduced to 1 or below 1.

Strategic beta positioning: responding to credit market dynamics 
The beta can be adjusted by incorporating specific strategies into credit portfolios. To 
increase beta, one could add to the portfolio corporate bonds with higher credit spreads, 
off-benchmark positions such as AT1 CoCos, or bonds with higher-spread duration than 
the index. Conversely, to reduce beta, outright de-risking, or adding higher-quality bonds 
with lower credit spreads and/or shorter-dated bonds are options. Additionally, beta can 
be efficiently managed by using credit index derivatives, like CDX or iTraxx. The benefit of 
this strategy is quick and cost-effective in comparison to using cash bonds. 

Does a top-down view matter?

“ The beta can be adjusted by 
incorporating specific strategies 
into credit portfolios
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The chart below illustrates the beta positioning of Robeco’s Global Credits strategy since 
2014. As can be seen, a change in beta positioning occurred in Q1 2021. The portfolio 
managers, guided by their top-down view, opted for a more defensive risk positioning. 
Their assessment indicated that credit valuations were tight and no longer adequately 
pricing in potential risk scenarios. To lower the portfolio’s beta, high-quality and lower-
spread corporate bonds were bought. Additionally, protection on the broader market was 
purchased using index derivatives. As a result of these actions, the portfolio’s beta was 
reduced to below 1.

Figure 6: The historical beta positioning of Robeco’s Global Credits strategy

Source: Robeco, March 2024

Additionally, a significant change in beta positioning occurred during Q1 2023. In this 
period, the portfolio managers adopted a defensive positioning, as evidenced by a 
portfolio beta close to 1. However, in March of that year we witnessed a significant 
widening of credit spreads, particularly in bank debt, following issues with US regional 
banks and Credit Suisse. The increased credit spreads created attractive value, especially 
in bank debt. Capitalizing on the team’s constructive view of larger systematic banks in 
Europe, we strategically added subordinated bank debt to the portfolio. Consequently, the 
inclusion of higher-spread bank debt led to an increase in the portfolio’s beta to 1.4.

To effectively manage a credit portfolio, it is crucial to maintain a top-down view. This 
approach ensures that the portfolio consistently delivers strong results relative to the 
market across different market cycles. Active beta management serves as a valuable 
complement to bottom-up credit selection. The use of quarterly credit outlook meetings 
that scrutinize fundamentals, valuations and market technicals ensures that our credit 
team remains agile, informed, and ready to adjust the risk profile of portfolios across 
different market conditions. The tactical adjustments to credit exposure and spread 
duration allow us to actively manage the balance between seeking outperformance in 
favorable conditions and mitigating risks during downturns.  
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Credit solutions for
every investment goal

WHY ROBECO 

A strong and proven record in credit investing, with more than a decade of experience in 
top-down analysis for assessing credit cycles, which are an important driver of the asset 
allocation.

Our credit strategies are managed by a well-resourced and experienced global credit team, 
comprised of 40 credit investment professionals, with an average of 18 years industry experience.

A history of successfully integrating sustainability in credit portfolios since 2010.

Strategies that have been recognized by external parties: Morningstar has awarded a silver 
rating to Robeco Euro Credit Bonds and a gold rating to Robeco Financial Institutions Bonds.

In the following section, you can find our
extensive range of credit solutions. Our 
strategies are underpinned by consistent 
alpha generation based on rigorous 
fundamental research and a contrarian 
investment style. We integrate top-down 
beta positioning, bottom-up issuer 
selection, and sustainability research 
into our strategies, using fundamental 
credit analysis to assess downside risk.



CREDIT SOLUTIONS

GLOBAL SDG CREDITS
A sustainable focus that applies Robeco’s SDG Framework 

In June 2018, Robeco became one of the first asset managers to launch 
a strategy that invests in the bonds of companies that contribute to the 
SDGs. We developed a methodology, the Robeco SDG Framework, to 
select credits based on clearly defined sustainability criteria. Using a 
three-step approach, the framework investigates the extent to which a 
company has a positive or negative impact on each of the 17 UN 
Sustainable Development Goals, on a scale of -3 (very negative) to +3 
(very positive). This provides an objective, consistent and replicable 
approach to assessing positive and negative SDG contributions in a 
credit portfolio.

The Robeco Global SDG Credits strategy predominately invests across 
global investment grade credit markets in the bonds of companies 
making a positive or neutral contribution to the SDGs. The sustainable 
objective and the sustainability indicators are monitored on a regular 
basis as part of the investment process. 

GLOBAL CREDITS
A pure-play global credit solution that seizes opportunities 

We strongly believe in the benefits of taking a global approach to investing 
in credit markets. Launched in 2010, the Robeco Global Credits strategy 
has the benefit of geographic diversification. As some market segments 
are much better represented in one region than in another and various 
regions are in different stages of economic and market cycles, this offers 
opportunities for uncorrelated positions. With our research set-up, which 
consists of investment grade, high yield, emerging and developed credit 
analysts, we are well positioned to capture these opportunities. 

In our global credit strategy, we pursue an active, value-focused and 
contrarian investment approach underpinned by thorough fundamental 
credit research. Sustainability is incorporated in the investment process 
via exclusions, ESG integration, a minimum allocation to ESG-labeled 
bonds, and engagement. 

Key features

Objective: Target long-term capital growth while 
also contributing to the SDGs.

Approach: Pursues a value-focused and contrarian 
investment approach and is managed by a very 
experienced and well-resourced global credit team.

Benchmark: Aims to outperform the Bloomberg 
Global Aggregate Corporate Index through active 
credit selection over a full credit cycle. The strategy 
has some flexibility to invest off-benchmark in high 
yield, emerging credit, and securitized debt and 
invests at least 10% in green, social, sustainable 
and sustainability-linked bonds.  

Key features

Objective: Provide long-term capital growth by 
investing primarily in a diversified portfolio of global 
investment grade corporate bonds. 

Approach: Pursues a value-focused and contrarian 
investment approach and is managed by a very 
experienced and well-resourced global credit team.

Benchmark: Aims to outperform the Bloomberg 
Global Aggregate Corporate Index. The strategy 
invests across global investment grade credit 
markets with some flexibility to invest off-
benchmark in high yield, emerging credit, and 
securitized debt.
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CREDIT SOLUTIONS

GLOBAL CREDITS - SHORT MATURITY
A low-risk strategy to profit from higher yields 

The Robeco Global Credits - Short Maturity strategy is a good solution to 
benefit from the value in short-dated credit. It also represents a unique 
solution for investors who want to benefit from the current higher yield 
environment without taking too much interest rate or credit risk.

It is a global credit strategy that invests in low-duration, high-quality 
global corporate and financial bonds. The low-duration approach implies 
reduced sensitivity to interest rate volatility and widening credit spreads. 
In essence, it offers a solution for investors concerned about market 
volatility while gaining exposure to credit markets. Compared with fixed 
income portfolios with a longer-dated profile, it tends to be more liquid 
and has lower portfolio turnover and therefore also lower transaction 
costs. Downside risk is further managed by ESG screening, which is an 
integral part of the fundamental credit research process. 

SDG CREDIT INCOME
A flexible multi-asset credit strategy with a strong 
sustainability focus 

The strategy invests in companies that contribute positively to the 
SDGs while optimizing yield and income investing in global credit 
markets. The SDG Credit Income strategy invests across global 
high yield, emerging credit and global investment grade credit 
markets. Based on our top-down view, the asset allocation can be 
adjusted to optimize the strategy’s income and return potential 
while minimizing downside risks in a more adverse market 
environment. A broad investment universe also helps to diversify 
risks. Interest rate duration is managed within one to seven years 
although typically duration will be between three and five years.

Key features

Objective: Provide long-term capital growth, with 
the flexibility to invest in other fixed income asset 
classes such as high yield, emerging credits and 
asset-backed securities. The strategy can take 
limited active duration (interest-rate sensitivity) 
positions with a maximum maturity of six years. 

Approach: The strategy is actively managed and 
benefits from the long track record of an 
experienced credit team, and from a proven global 
credit strategy which integrates ESG.

Benchmark: The Robeco Global Credits - Short 
Maturity strategy is managed against the Bloomberg 
Global Aggregate Corporate 1-5 Year Index.

Key features

Objective: Maximize current income through the 
cycle, and the portfolio is built on the basis of the 
eligible investment universe and our in-house SDG 
Framework.

Approach: This multi-asset credit strategy follows an 
active approach, based on the investment team’s 
views on overall market conditions as well as 
thorough analysis of companies’ fundamental and 
sustainability features. 

Benchmark: The investment policy of the strategy is 
not constrained by a benchmark. 
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CREDIT SOLUTIONS

FINANCIAL INSTITUTIONS BONDS 
Quality approach to investing in subordinated financials   

Robeco Financial Institutions Bonds is an actively managed strategy that 
invests in subordinated bonds issued by financial institutions, such as 
banks and insurance companies, primarily from Europe. The strategy 
offers a diversified exposure of around 70 issuers, predominantly in 
investment grade-rated Tier 2 bonds, while it has the flexibility to allocate 
to CoCos (up to 20%) and senior bonds. Therefore, the strategy is able to 
shift gears in terms of overall risk and position itself in those parts of the 
capital structure that offers best risk/return. 

The strategy has a much higher exposure to insurance companies than 
most of its direct peers, which provides diversification benefits to the 
portfolio. This broadens the opportunity set as both behave differently 
through the credit cycle. The strategy incorporates sustainability in the 
investment process via exclusions, ESG integration, a minimum 
allocation to ESG-labeled bonds, and engagement.

EURO CREDIT BONDS 
Unconstrained approach across different segments of the 
European corporate bond market 

The Robeco Euro Credit Bonds strategy invests in euro-denominated 
investment grade corporate bonds. In addition, the strategy selects from 
the best opportunities across credit markets, including potential rising 
stars, subordinated financials, securitized bonds and non-euro 
denominated bonds. With our research set-up, which integrates 
investment grade, high yield, emerging and developed credit analysts, we 
are well positioned to capture these opportunities. 

In our euro credit strategy, we pursue an active, value-focused and 
contrarian investment approach underpinned by thorough fundamental 
credit research. Sustainability is incorporated in the investment process 
via exclusions, ESG integration, a minimum allocation to ESG-labeled 
bonds, and engagement. 

Key features

Objective: Provide long-term capital growth through 
diversified exposure to subordinated bonds issued 
by banks and insurance companies.

Approach: Pursues a value-focused and contrarian 
investment approach and the strategy is managed 
by a very experienced and well-resourced global 
credit team.

Benchmark: Aims to outperform the Bloomberg Euro 
Aggregate Corporates Financials Subordinated 2% 
Issuer Cap Index, with some flexibility to invest 
off-benchmark in CoCos, senior bonds, high 
yield-rated securities and non-euro denominated 
bonds.

Key features

Objective: Provide long-term capital growth by 
investing primarily in a diversified portfolio of euro 
investment grade corporate bonds. 

Approach: Pursues a value-focused and contrarian 
investment approach and is managed by a very 
experienced and well-resourced global credit team.

Benchmark: Aims to outperform the Bloomberg Euro 
Aggregate Corporate Index and invests across euro 
investment grade credit markets with some flexibility 
to invest off-benchmark in high yield, securitized 
debt and non-euro denominated bonds.
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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 marketing document is intended solely for 
professional investors, defined as investors qualifying as 
professional clients, who have requested to be treated as 
professional clients or are authorized to receive such information 
under any applicable laws. Robeco Institutional Asset Management 
B.V. and/or its related, affiliated and subsidiary companies, 
(“Robeco”), will not be liable for any damages arising out of the use 
of this document. Users of this information who provide investment 
services in the European Union have their own responsibility to 
assess whether they are allowed to receive the information in 
accordance with MiFID II regulations. To the extent this information 
qualifies as a reasonable and appropriate minor non-monetary 
benefit under MiFID II, users that provide investment services in the 
European Union are responsible for complying with applicable 
recordkeeping and disclosure requirements. The content of this 
document is based upon sources of information believed to be 
reliable and comes without warranties of any kind. Without further 
explanation this document cannot be considered complete. Any 
opinions, estimates or forecasts may be changed at any time 
without prior warning. If in doubt, please seek independent advice. 
This document is intended to provide the professional investor with 
general information about Robeco’s specific capabilities but has not 
been prepared by Robeco as investment research and does not 
constitute an investment recommendation or advice to buy or sell 
certain securities or investment products or to adopt any 
investment strategy or legal, accounting or tax 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 shared with 
the public. No part of this document may be reproduced or 
published in any form or by any means without Robeco’s prior 
written permission. Investment involves risks. Before investing, 
please note the initial capital is not guaranteed. Investors should 
ensure they fully understand the risk associated with any Robeco 
product or service offered in their country of domicile. Investors 
should also consider their own investment objective and risk 
tolerance level. Historical returns are provided for illustrative 
purposes only. The price of units may go down as well as up and 
past performance is no guarantee of future results. 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 when trading securities in client 
portfolios or for the issue and redemption of units. Unless 
otherwise stated, performances are i) net of fees based on 
transaction prices and ii) with dividends reinvested. Please refer to 
the prospectus of the Funds for further details. Performance is 
quoted net of investment management fees. The ongoing charges 
mentioned in this document are the ones stated in the Fund’s latest 
annual report at closing date of the last calendar year. This 
document is not directed to or intended for distribution to or for use 
by any person or entity who is a citizen or resident of or located in 
any locality, state, country or other jurisdiction where such 
distribution, document, availability or use would be contrary to law 
or regulation or which would subject any Fund or Robeco 
Institutional Asset Management B.V. to any registration or licensing 

requirement within such jurisdiction. Any decision to subscribe for 
interests in a Fund offered in a particular jurisdiction 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. Prospective applicants for shares should inform 
themselves as to legal requirements which may also apply and any 
applicable exchange control regulations and taxes in the countries 
of their respective citizenship, residence or domicile. The Fund 
information, if any, 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. Detailed 
information on the Fund and associated risks is contained in the 
prospectus. The prospectus and the Key Information Document 
(PRIIP) for the Robeco Funds can all be obtained free of charge 
from Robeco’s websites.

Additional information for US investors
Robeco is considered “participating affiliate” and some of their 
employees are “associated persons” of Robeco Institutional Asset 
Management US Inc. (“RIAM US”) as per relevant SEC no-action 
guidance. Employees identified as associated persons of RIAM US 
perform activities directly or indirectly related to the investment 
advisory services provided by RIAM US. In those situations these 
individuals are deemed to be acting on behalf of RIAM US, a US SEC 
registered investment adviser. SEC regulations are applicable only 
to clients, prospects and investors of RIAM US. RIAM US is a wholly 
owned subsidiary of ORIX Corporation Europe N.V. and offers 
investment advisory services to institutional clients in the US.
 
Additional information for US Offshore investors – Reg S
The Robeco Capital Growth Funds have not been registered under 
the United States Investment Company Act of 1940, as amended, 
nor the United States Securities Act of 1933, as amended. None of 
the shares may be offered or sold, directly or indirectly in the United 
States or to any US Person. A US Person is defined as (a) any 
individual who is a citizen or resident of the United States for federal 
income tax purposes; (b) a corporation, partnership or other entity 
created or organized under the laws of or existing in the United 
States; (c) an estate or trust the income of which is subject to 
United States federal income tax regardless of whether such income 
is effectively connected with a United States trade or business. In 
the United States, this material may be distributed only to a person 
who is a “distributor”, or who is not a “US person”, as defined by 
Regulation S under the U.S. Securities Act of 1933 (as amended).

Additional information for investors with residence or seat in 
Australia and New Zealand
This document is distributed in Australia by Robeco Hong Kong 
Limited (ARBN 156 512 659) (“RIAM BV”), which is exempt from the 
requirement to hold an Australian financial services license under 
the Corporations Act 2001 (Cth) pursuant to ASIC Class Order 
03/1103. Robeco is regulated by the Securities and Futures 
Commission under the laws of Hong Kong and those laws may 
differ from Australian laws. This document is distributed only to 
“wholesale clients” as that term is defined under the Corporations 
Act 2001 (Cth). This document is not intended for distribution or 
dissemination, directly or indirectly, to any other class of persons. In 
New Zealand, this document is only available to wholesale investors 
within the meaning of clause 3(2) of Schedule 1 of the Financial 
Markets Conduct Act 2013 (FMCA). This document is not intended 
for public distribution in Australia and New Zealand.

Important information
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IMPORTANT INFORMATION

Additional information for investors with residence or seat in 
Austria
This information is solely intended for professional investors or 
eligible counterparties in the meaning of the Austrian Securities 
Oversight Act.

Additional information for investors with residence or seat in Brazil
The Fund may not be offered or sold to the public in Brazil. 
Accordingly, the Fund has not been nor will be registered with the 
Brazilian Securities Commission (CVM), nor has it been submitted 
to the foregoing agency for approval. Documents relating to the 
Fund, as well as the information contained therein, may not be 
supplied to the public in Brazil, as the offering of the Fund is not a 
public offering of securities in Brazil, nor may they be used in 
connection with any offer for subscription or sale of securities to 
the public in Brazil.

Additional information for investors with residence or seat in 
Brunei
The Prospectus relates to a private collective investment scheme 
which is not subject to any form of domestic regulations by the 
Autoriti Monetari Brunei Darussalam (“Authority”). The Prospectus 
is intended for distribution only to specific classes of investors as 
specified in section 20 of the Securities Market Order, 2013, and 
must not, therefore, be delivered to, or relied on by, a retail client. 
The Authority is not responsible for reviewing or verifying any 
prospectus or other documents in connection with this collective 
investment scheme. The Authority has not approved the Prospectus 
or any other associated documents nor taken any steps to verify the 
information set out in the Prospectus and has no responsibility for 
it. The units to which the Prospectus relates may be illiquid or 
subject to restrictions on their resale. Prospective purchasers of the 
units offered should conduct their own due diligence on the units.

Additional information for investors with residence or seat in 
Canada
No securities commission or similar authority in Canada has 
reviewed or in any way passed upon this document or the merits of 
the securities described herein, and any representation to the 
contrary is an offence. Robeco Institutional Asset Management B.V. 
relies on the international dealer and international adviser 
exemption in Quebec and has appointed McCarthy Tétrault LLP as 
its agent for service in Quebec.

Additional information for investors with residence or seat in the 
Republic of Chile
Neither Robeco nor the Funds have been registered with the 
Comisión para el Mercado Financiero pursuant to Law no. 18.045, 
the Ley de Mercado de Valores and regulations thereunder. This 
document does not constitute an offer of or an invitation to 
subscribe for or purchase shares of the Funds in the Republic of 
Chile, other than to the specific person who individually requested 
this information on their own initiative. This may therefore be 
treated as a “private offering” within the meaning of Article 4 of the 
Ley de Mercado de Valores (an offer that is not addressed to the 
public at large or to a certain sector or specific group of the public).

Additional information for investors with residence or seat in 
Colombia
This document does not constitute a public offer in the Republic of 
Colombia. The offer of the fund is addressed to less than one 
hundred specifically identified investors. The 
fund may not be promoted or marketed in Colombia or to 
Colombian residents, unless such promotion and marketing is 

made in compliance with Decree 2555 of 2010 and other applicable 
rules and regulations related to the promotion of foreign funds in 
Colombia. The distribution of this Prospectus and the offering of 
Shares may be restricted in certain jurisdictions. The information 
contained in this Prospectus is for general guidance only, and it is 
the responsibility of any person or persons in possession of this 
Prospectus and wishing to make application for Shares to inform 
themselves of, and to observe, all applicable laws and regulations 
of any relevant jurisdiction. Prospective applicants for Shares 
should inform themselves of any applicable legal requirements, 
exchange control regulations and applicable taxes in the countries 
of their respective citizenship, residence or domicile 

Additional information for investors with residence or seat in the 
Dubai International Financial Centre (DIFC), United Arab Emirates
This material is distributed by Robeco Institutional Asset 
Management B.V. (DIFC Branch) located at Office 209, Level 2, Gate 
Village Building 7, Dubai International Financial Centre, Dubai, PO 
Box 482060, UAE. Robeco Institutional Asset Management B.V. 
(DIFC Branch) is regulated by the Dubai Financial Services Authority 
(“DFSA”) and only deals with Professional Clients or Market 
Counterparties and does not deal with Retail Clients as defined by 
the DFSA. 

Additional information for investors with residence or seat in 
France
Robeco Institutional Asset Management B.V. is at liberty to provide 
services in France. Robeco France is a subsidiary of Robeco whose 
business is based on the promotion and distribution of the group’s 
funds to professional investors in France.

Additional information for investors with residence or seat in 
Germany
This information is solely intended for professional investors or 
eligible counterparties in the meaning of the German Securities 
Trading Act.

Additional information for investors with residence or seat in Hong 
Kong 
The contents of this document have not been reviewed by the 
Securities and Futures Commission (“SFC”) in Hong Kong. If there is 
any doubt about any of the contents of this document, independent 
professional advice should be obtained. This document has been 
distributed by Robeco Hong Kong Limited (“Robeco”). Robeco is 
regulated by the SFC in Hong Kong. 

Additional information for investors with residence or seat in 
Indonesia 
The Prospectus does not constitute an offer to sell nor a solicitation 
to buy securities in Indonesia.

Additional information for investors with residence or seat in Italy
This document is considered for use solely by qualified investors 
and private professional clients (as defined in Article 26 (1) (b) and 
(d) of Consob Regulation No. 16190 dated 29 October 2007). If 
made available to Distributors and individuals authorized by 
Distributors to conduct promotion and marketing activity, it may 
only be used for the purpose for which it was conceived. The data 
and information contained in this document may not be used for 
communications with Supervisory Authorities. This document does 
not include any information to determine, in concrete terms, the 
investment inclination and, therefore, this document cannot and 
should not be the basis for making any investment decisions.
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Additional information for investors with residence or seat in Japan
This document is considered for use solely by qualified investors 
and is distributed by Robeco Japan Company Limited, registered in 
Japan as a Financial Instruments Business Operator, [registered No. 
the Director of Kanto Local Financial Bureau (Financial Instruments 
Business Operator), No.2780, Member of Japan Investment 
Advisors Association]. 

Additional information for investors with residence or seat in 
South Korea
The Management Company is not making any representation with 
respect to the eligibility of any recipients of the Prospectus to 
acquire the Shares therein under the laws of South Korea, including 
but not limited to the Foreign Exchange Transaction Act and 
Regulations thereunder. The Shares have not been registered under 
the Financial Investment Services and Capital Markets Act of Korea, 
and none of the Shares may be offered, sold or delivered, or offered 
or sold to any person for re-offering or resale, directly or indirectly, 
in South Korea or to any resident of South Korea except pursuant to 
applicable laws and regulations of South Korea.

Additional information for investors with residence or seat in 
Liechtenstein
This document is exclusively distributed to Liechtenstein-based, 
duly licensed financial intermediaries (such as banks, discretionary 
portfolio managers, insurance companies, fund of funds) which do 
not intend to invest on their own account into Fund(s) displayed in 
the document. This material is distributed by Robeco Switzerland 
Ltd, postal address: Josefstrasse 218, 8005 Zurich, Switzerland. 
LGT Bank Ltd., Herrengasse 12, FL-9490 Vaduz, Liechtenstein acts 
as the representative and paying agent in Liechtenstein. The 
prospectus, the Key Information Documents (PRIIP)the articles of 
association, the annual and semi-annual reports of the Fund(s) may 
be obtained from the representative or via the website. 

Additional information for investors with residence or seat in 
Malaysia
Generally, no offer or sale of the Shares is permitted in Malaysia 
unless where a Recognition Exemption or the Prospectus 
Exemption applies: NO ACTION HAS BEEN, OR WILL BE, TAKEN TO 
COMPLY WITH MALAYSIAN LAWS FOR MAKING AVAILABLE, 
OFFERING FOR SUBSCRIPTION OR PURCHASE, OR ISSUING ANY 
INVITATION TO SUBSCRIBE FOR OR PURCHASE OR SALE OF THE 
SHARES IN MALAYSIA OR TO PERSONS IN MALAYSIA AS THE 
SHARES ARE NOT INTENDED BY THE ISSUER TO BE MADE 
AVAILABLE, OR MADE THE SUBJECT OF ANY OFFER OR 
INVITATION TO SUBSCRIBE OR PURCHASE, IN MALAYSIA. NEITHER 
THIS DOCUMENT NOR ANY DOCUMENT OR OTHER MATERIAL IN 
CONNECTION WITH THE SHARES SHOULD BE DISTRIBUTED, 
CAUSED TO BE DISTRIBUTED OR CIRCULATED IN MALAYSIA. NO 
PERSON SHOULD MAKE AVAILABLE OR MAKE ANY INVITATION OR 
OFFER OR INVITATION TO SELL OR PURCHASE THE SHARES IN 
MALAYSIA UNLESS SUCH PERSON TAKES THE NECESSARY 
ACTION TO COMPLY WITH MALAYSIAN LAWS. 

Additional information for investors with residence or seat in 
Mexico
The funds have not been and will not be registered with the National 
Registry of Securities or maintained by the Mexican National 
Banking and Securities Commission and, as a result, may not be 
offered or sold publicly in Mexico. Robeco and any underwriter or 
purchaser may offer and sell the funds in Mexico on a private 
placement basis to Institutional and Accredited Investors, pursuant 
to Article 8 of the Mexican Securities Market Law.

Additional information for investors with residence or seat in Peru
The Superintendencia del Mercado de Valores (SMV) does not 
exercise any supervision over this Fund and therefore the 
management of it. The information the Fund provides to its 
investors and the other services it provides to them are the sole 
responsibility of the Administrator. This Prospectus is not for 
public distribution.

Additional information for investors with residence or seat in 
Singapore
This document has not been registered with the Monetary Authority 
of Singapore (“MAS”). Accordingly, this document may not be 
circulated or distributed directly or indirectly to persons in 
Singapore other than (i) to an institutional investor under Section 
304 of the SFA, (ii) to a relevant person pursuant to Section 305(1), 
or any person pursuant to Section 305(2), and in accordance with 
the conditions specified in Section 305, of the SFA, or (iii) otherwise 
pursuant to, and in accordance with the conditions of, any other 
applicable provision of the SFA. The contents of this document have 
not been reviewed by the MAS. Any decision to participate in the 
Fund should be made only after reviewing the sections regarding 
investment considerations, conflicts of interest, risk factors and the 
relevant Singapore selling restrictions (as described in the section 
entitled “Important information for Singapore Investors”) contained 
in the prospectus. Investors should consult their professional 
adviser if you are in doubt about the stringent restrictions 
applicable to the use of this document, regulatory status of the 
Fund, applicable regulatory protection, associated risks and 
suitability of the Fund to your objectives. Investors should note that 
only the Sub-Funds listed in the appendix to the section entitled 
“Important information for Singapore Investors” of the prospectus 
(“Sub-Funds”) are available to Singapore investors. The Sub-Funds 
are notified as restricted foreign schemes under the Securities and 
Futures Act, Chapter 289 of Singapore (“SFA”) and invoke the 
exemptions from compliance with prospectus registration 
requirements pursuant to the exemptions under Section 304 and 
Section 305 of the SFA. The Sub-Funds are not authorized or 
recognized by the MAS and shares in the Sub-Funds are not allowed 
to be offered to the retail public in Singapore. The prospectus of the 
Fund is not a prospectus as defined in the SFA. Accordingly, 
statutory liability under the SFA in relation to the content of 
prospectuses does not apply. The Sub-Funds may only be promoted 
exclusively to persons who are sufficiently experienced and 
sophisticated to understand the risks involved in investing in such 
schemes, and who satisfy certain other criteria provided under 
Section 304, Section 305 or any other applicable provision of the 
SFA and the subsidiary legislation enacted thereunder. You should 
consider carefully whether the investment is suitable for you. 
Robeco Singapore Private Limited holds a capital markets services 
license for fund management issued by the MAS and is subject to 
certain clientele restrictions under such license. 

Additional information for investors with residence or seat in Spain
Robeco Institutional Asset Management B.V., Sucursal en España 
with identification number W0032687F and having its registered 
office in Madrid at Calle Serrano 47-14º, is registered with the 
Spanish Commercial Registry in Madrid, in volume 19.957, page 
190, section 8, sheet M-351927 and with the National Securities 
Market Commission (CNMV) in the Official Register of branches of 
European investment services companies, under number 24. The 
investment funds or SICAV mentioned in this document are 
regulated by the corresponding authorities of their country of origin 
and are registered in the Special Registry of the CNMV of Foreign 
Collective Investment Institutions marketed in Spain.
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Additional information for investors with residence or seat in 
South Africa
Robeco Institutional Asset Management B.V. is registered and 
regulated by the Financial Sector Conduct Authority in South Africa.

Additional information for investors with residence or seat in 
Switzerland
The Fund(s) are domiciled in Luxembourg. This document is 
exclusively distributed in Switzerland to qualified investors as 
defined in the Swiss Collective Investment Schemes Act (CISA). 
This material is distributed by Robeco Switzerland Ltd, postal 
address: Josefstrasse 218, 8005 Zurich. ACOLIN Fund Services AG, 
postal address: Leutschenbachstrasse 50, 8050 Zürich, acts as the 
Swiss representative of the Fund(s). UBS Switzerland AG, 
Bahnhofstrasse 45, 8001 Zurich, postal address: Europastrasse 2, 
P.O. Box, CH-8152 Opfikon, acts as the Swiss paying agent. The 
prospectus, the Key Information Documents (PRIIP), the articles of 
association, the annual and semi-annual reports of the Fund(s), as 
well as the list of the purchases and sales which the Fund(s) has 
undertaken during the financial year, may be obtained, on simple 
request and free of charge, at the office of the Swiss representative 
ACOLIN Fund Services AG. The prospectuses are also available via 
the website. 

Additional information relating to RobecoSAM-branded funds/
services
Robeco Switzerland Ltd, postal address Josefstrasse 218, 8005 
Zurich, Switzerland has a license as asset manager of collective 
assets from the Swiss Financial Market Supervisory Authority 
FINMA.  The RobecoSAM brand is a registered trademark of Robeco 
Holding B.V. The brand RobecoSAM is used to market services and 
products which entail Robeco’s expertise on Sustainable Investing 
(SI). The brand RobecoSAM is not to be considered as a separate 
legal entity.

Additional information for investors with residence or seat in 
Taiwan 
The contents of this document have not been reviewed by any 
regulatory authority in Hong Kong. If you are in any doubt about any 
of the contents of this document, you should obtain independent 
professional advice. This document has been distributed by Robeco 
Hong Kong Limited (“Robeco”). Robeco is regulated by the 
Securities and Futures Commission in Hong Kong.

Additional information for investors with residence or seat in 
Thailand
The Prospectus has not been approved by the Securities and 
Exchange Commission which takes no responsibility for its 
contents. No offer to the public to purchase the Shares will be made 
in Thailand and the Prospectus is intended to be read by the 
addressee only and must not be passed to, issued to, or shown to 
the public generally.

Additional information for investors with residence or seat in the 
United Arab Emirates
Some Funds referred to in this marketing material have been 
registered with the UAE Securities and Commodities Authority (“the 
Authority”). Details of all Registered Funds can be found on the 
Authority’s website. The Authority assumes no liability for the 
accuracy of the information set out in this material/document, nor 
for the failure of any persons engaged in the investment Fund in 
performing their duties and responsibilities. 

Additional information for investors with residence or seat in the 
United Kingdom
Robeco Institutional Asset Management B.V (FRN: 977582) is 
authorised and regulated by the Financial Conduct Authority.

Additional information for investors with residence or seat in 
Uruguay
The sale of the Fund qualifies as a private placement pursuant to 
section 2 of Uruguayan law 18,627. The Fund must not be offered 
or sold to the public in Uruguay, except under circumstances which 
do not constitute a public offering or distribution under Uruguayan 
laws and regulations. The Fund is not and will not be registered with 
the Financial Services Superintendency of the Central Bank of 
Uruguay. The Fund corresponds to investment funds that are not 
investment funds regulated by Uruguayan law 16,774 dated 27 
September 1996, as amended. 
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