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February: another good month for commodities

Source: Bloomberg, Robeco

>

It’s been a terrible month for most fixed income assets. Actually, it's been a
terrible month for most assets that are considered to be ‘safe’. In February, the
riskier the asset, the better the performance. Commodities and oil in particular
led the way. The reflation story continued to be the dominant theme, but the
twist this month was that after quite a bit of hesitation, the bond market finally
seems to have also surrendered to it. An important thing about the rise in yields
was that unlike what we have witnessed over the past period, real rates also
started to increase. Rising real rates are like a double-edged sword. On the one
hand, they can indicate that the economy is indeed in a better place, while on
the other hand they can tighten financial conditions.

>

The latter is something that should not sit well with central banks. Over the past
months they have been doing everything they can to keep financial conditions
loose. A contained move in real rates should not derail the recovery, a point
made by the Fed. Gold and inflation-linked bonds suffered, but that is what is
expected of them when real rates rise. The bond market seems to be trying to
find a new equilibrium. The question is if this ultimately is going to be at a level
that risky assets and the economy can live with: the jury is still out on this one.

>

We have again raised the risk profile of the portfolio. This was done through
increasing existing positions. We further lowered our sensitivity to rate rises by
decreasing our exposure to US Treasuries and global credits. The proceeds were
used to increase our exposure to commodities and the residual was added to
cash. All in all, the portfolio is now more geared to the reflation theme.

Positioning: we are further geared towards reflation
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Bonds - Shaken, not stirred (I)

Bond volatility continues to move higher

>

Treasury yields have been soaring lately, with the 30-year US Treasury real yield now
in positive territory for the first time since June 2020, and the 10-year nominal yield
up 50 basis points in the year to date. A potent cocktail of a firming recovery with
inflation risks is pushing yields higher. We think that the recent upward move has
further to run over the coming months, though the pace of it could be slowing.

>

In the early phases of economic expansion, bond investors typically start to demand
a higher yield to compensate for rising economic growth. While the current recovery
remains uneven, green shoots have been appearing almost everywhere in the global
manufacturing sector. Services sector producer confidence should pick up as well
once economies start to emerge from lockdowns. As services activity represents the
largest chunk of economic activity in developed economies, positive surprises in
services sector data as economies reopen will likely sustain pressure on real yields.

>

Investors have expressed concern, though the 10-year US real yield increase of 32
bps in the year to date does not seem extreme, since it has largely coincided with
continuing positive macro surprises. This stands in sharp contrast with 2013, when
real yields significantly overshot underlying macro surprises after the Fed said would
reduce its QE purchases. This promoted real yields to skyrocket from -75 bps in April
to +90 bps in September, five times the size of the move observed in the year to
date. The current alignment of recent moves in real yields with macro surprises
therefore seems to be more growth related rather than inspired by central bank
tightening fears.

Source: Refinitiv, Robeco

Recovery: bond yields only recently started to catch up

Source: Refinitiv, Robeco
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Bonds - Shaken, not stirred (II)
>

US bond investors are also demanding additional compensation for inflation risks in
an economy that is being bombarded with monetary and fiscal stimulus. The US is
about to deliver a USD 1.9 trillion relief package in Covid-19 stimulus cheques, while
Congress is also considering a USD 1.3 trillion 10-year infrastructure plan. There is
debate among economists about whether delivered and forthcoming stimulus
occurring in conjunction with the release of excess household savings could close
the US output gap already this year, creating overheating. A more helpful yardstick
for overheating risk is to simply look at observed inflation. With various sectoral
input prices such as the ISM prices paid index already hinting at supply side
pressures, inflation could prove to be more persistent as economies reopen over the
coming months.

>

Central banks have been closely monitoring developments, but the Fed has not yet
pushed back against yield rises. Though the bond market is shaken, the Fed has not
stirred it through verbal interventions or concrete action; it seems comfortable with
the current mix of factors contributing to the steepening of the curve. The Fed could
remain in the wait-and-see mode as long as ongoing dynamics sustain real economy
activity momentum. This reluctance is starting to contrast with the guidance given
by ECB and BOE officials, who have hinted at intervening if the bond yield rise
threatens market liquidity conditions and the recovery trajectory.

>

Monetary policymakers could jump into action by extending bond purchases or
hinting at announcing them. The ECB has been the most vocal in stating that the
steepening in the yield curve is unwelcome and should be resisted, with some ECB
officials hinting at increasing the volume of asset purchases if needed.

Source: Refinitiv, Robeco

Inflation: pipeline inflationary pressures are building

Source: Refinitiv, Robeco
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The Fed is dovish and will for now will continue to remain so. Current upward
pressure in rates is viewed by the Fed as being consistent with improvement in the
economy. The drivers of Fed policy are clear, and with both unemployment and
inflation sitting at levels inconsistent with the Fed’s long-term targets, one can safely
assume it has no intention of changing the current policy setting.

>

The Fed is willing to look through the anticipated rise in inflation due to base effects
and a potential release of pent-up demand. It expects these effects to be transitory.
Still, the question is whether the market will allow the Fed to continue to sit on its
hands. The market has already started to reprice rate expectations. It has brought
rate hikes forward and quite a gap has opened between when the market expects
the first hike and the Fed’s median dot plots.

>

Retail sales for January were exceptionally strong. While the number was partly
distorted due to seasonality, it still indicates that consumers are willing to spend.
This strengthens our view that consumption will be a tailwind for the economy
when things become more normal. This confirmation was welcome, as lately several
numbers that can be used to gauge the strength of the consumer have been a bit
murkier. Employment seems to be stalling, with only gradual improvements in the
unemployment rate and jobless claims moving sideways. Consumer confidence is
only slowly improving.

>

Business confidence continues to power ahead. ISM manufacturing continued to
improve, with underlying indices like new orders regaining strength after losing a bit
of steam last month.

Source: Bloomberg, Robeco

Interest rates: hikes have been brought forward
%

Source: Bloomberg, Robeco
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Looking at the latest leading economic indicators, the European recovery remains on
track. The IFO business climate index increased to 94.2.

>

The recovery will likely continue, driven by several factors. First, government
support continues in the form of public sector demand, income support and the
distribution of money from the EU Recovery Fund.

>

Second, exports have improved (notably from France) as global demand recovers,
especially from Asia and the US. A somewhat softer euro helps in this respect. A
weaker euro could result from the diverging central bank reaction in response to
recent yield curve steepening. The ECB seems more eager to lean against the rise in
yields compared to the Fed.

>

Third, financing conditions will remain favorable, which should stimulate capital
expenditures. Lastly, as European economies emerge from lockdowns, pent-up
demand will materialize.

>

Nonetheless, there is still considerable slack in the European economy limiting
overheating risks. The ECB is closely watching the recent events in the bond market,
but seems divided on whether to react to the steepening of the yield curve. Hawks
like Weidmann only want to act if there is an unwarranted steepening of the curve,
while others hint at expanding asset purchases under the PEPP to prevent
worsening financial conditions and limit scarring effects. It is likely that the ECB will
step up its verbal intervention if yields continue to exceed pre-Covid-19 levels, as
this could be interpreted as a signal of unwarranted tightening of financing
conditions.

Source: Refinitiv, Robeco

Eurozone: Real policy rate has declined amid curve steepening
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We don’t expect any changes in policy until March, when the Bank of Japan will
have finished its assessment of current policy settings. The central bank has been
clear that there is no need to change QQE and yield curve control. So, the
assessment will mostly cover other measures such as ETF purchases. The pillars of
monetary policy remain quantitative easing, yield curve control and providing
finance to the private sector.

>

The Japanese economy continues to rebound. After growing 22.7% QoQ in the third
quarter, the economy rose another 12.7% in the final quarter. The strength of the
economy was unexpected as Japan copes with a surge in Covid-19 infections.
Growth was broadly based and driven by both domestic and external demand.
Exports remain an important driver of Japanese growth. In January, exports to Asia
were particularly strong, while exports to the US and Eurozone lagged.

>

Monthly data points to a manufacturing sector that is regaining strength. The
manufacturing PMI moved above 50 again in February after slipping below it in
January. This increase in momentum is also illustrated by the sub-indices. Both the
output and new order index moved to levels last reached in December 2018. The
state of emergency is expected to remain until the first week of March, and this will
continue to takes it toll on the already weak services sector.

>

The inflation index excluding both energy and fresh food – the gauge preferred by
the BoJ – came in at +0.2% year-on-year. While the rate remains firmly below the
target of 2.0%, it is substantially higher than the previous month. This jump is mainly
due to special factors such fire and insurance premiums and a rise in
accommodation charges.

Source: Bloomberg, Robeco

Inflation has increased due to one-offs

Economy
Economy

Special Topic

China
Less rate hike appetite due to subdued inflation

All market data to 26 February unless mentioned otherwise

Fixed Income

FX

Heatmap

Despite the travel restrictions and local lockdowns due to the earlier rises in new
coronavirus infections, services and consumer activity held up quite well during the
seven-day Lunar New Year holiday. Despite the ongoing recovery and strong doubledigit credit growth, inflation has remained muted. CPI rental inflation has remained
subdued as well, as producer price inflation points to timid demand-pull inflation
effects. Against this background, we don’t think it likely that we will see a tightening
cycle in China starting anytime soon. Higher borrowing costs would slow the credit
impulse and bring down future domestic demand, dampening already subdued
inflation pressures even further.

>

Looking at the economic barometer, the producer behavior component continues to
lead the improvement. This is mainly due to higher industrial metal prices and
stronger growth in rail freight traffic. Lending conditions remain favorable, although
the slowdown in the credit impulse indicates the boost of strong credit growth to
the Chinese economy is fading.

>

Consumers have become more hesitant compared to producers as the wave of
pent-up demand becomes exhausted. The employment situation has not improved
looking at the PMI employment index, while consumers are also showing a higher
degree of precautionary savings.

>

The Chinese National People’s Congress held this month will provide clues about the
geopolitical strategy versus the US and the government’s growth target ambitions.

Fading pent-up demand from consumer side
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After weakening momentum in January, equity markets showed decent returns in
February, with the MSCI World Index in local currency gaining 2.6%. Looking under
the hood, however, large sectoral performance differences created by the leading
theme in the market – rising bond yields – are notable. During February, US nominal
yields surged 40 basis points. Equities with a high forward cashflow duration that are
therefore more sensitive to upward moves in rates clearly lagged sectors that are
less growth sensitive. Financials and energy stocks took the lead, with tech stocks
closing the ranks.

>

So far, the broad equity market has handled the steep rise in nominal yields quite
well. The initial rise in inflation expectations was unproblematic as it signaled
reflation ahead, which means higher corporate earnings pricing power and the
ability to pass rising input prices on to consumers. The uptick in real yields has also
failed to halt positive momentum as it has coincided with higher macroeconomic
growth surprises. With the economic tide rising, as evidenced by the latest ISM,
companies have not been postponing investments, despite the rising cost of capital.
As long as real yields signal real activity momentum, equities typically continue to
rally.

>

Of course, there is a tipping point for everything. This also holds for the equity
market’s ability to weather higher yields, especially given historically elevated levels
of non-financial corporate leverage. History shows that as long as real yields remain
below the -0.3% mark (a rise of 30 basis points from here), US equities markets
remain well behaved, but start to struggle above that level.

Real yields at -0.7% and breakeven at 2.4% suggest upside SPX

All market data to 26 February unless mentioned otherwise
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Source: Refinitiv, Robeco
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Yield curve steepening indicates higher earnings growth ahead

Source: Refinitiv, Robeco
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Some investors and ECB officials have assessed the pace of the recent steepening in
the yield curve as unwelcome. Though the pace of yield rises in February may have
been excessive, as well as indicative of tightening liquidity conditions, a steepening
yield curve typically forebodes a healthy earnings recovery that should sustain
equity momentum. The current increase in the term premium since the inversion of
the yield curve in September 2019 has been 137 bps, which is roughly a third of the
average increase observed in the last 40 years in a recovery phase of the business
cycle. With further steepening likely in the course of 2021 as economies reopen, it is
likely that earnings revisions will remain positive. Consensus expectations for MSCI
World EPS growth is currently 28% in 2021, which does not look overly optimistic.

>

There is no clear-cut relationship between real yields and equity valuations, which
are elevated from an absolute perspective, notably in the US. The Shiller CAPE is
now at 34.7, a level last seen during the IT bubble in March 2001. However, it is
likely that multiple expansion will slow as the equity rally is moving on from the
hope phase (which is typically driven by multiple expansion) to the recovery phase
which is typically earnings driven. Looking at the movement of real yields and
relative factor valuations, higher real yields tend to coincide with a rerating of value
versus growth stocks. However, this relationship only seems to hold when real rates
are driven by a positive macro developments.

>

From the macro perspective, we remain optimistic on the asset class and stick to our
overweight. Momentum remains positive, valuation is not an immediate concern,
though exuberant sentiment is. We prefer an overweight in Japan and Europe,
underweighting US equities, as we think the global reflation theme has further to
run.

Earnings: Global EPS is bottoming out

Source: Refinitiv, Robeco
Source: Refinitiv, Robeco
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Emerging market equities rose close to 1% in February, but struggled towards the
end of the month, lagging the MSCI World Index by roughly 2%.

>

After being overweight for a short period, we pushed emerging market equities back
to neutral at the start of March. So, what has changed? An important factor is the
recent divergence in central bank policy remarks. Whereas Fed Chairman Powell has
committed once again to an overshoot in inflation, the ECB showed a clear
willingness to provide more liquidity if (real) yields rise too much. The result is that
the odds of a stronger US dollar, and hence tighter financial conditions, have
increased.

>

Next to that, China has expressed worries about bubbles in general, and specifically
pointed to the overheating of its own property market. Historically, housing wealth
has been positively correlated with consumer spending.

>

While these developments cause near-term uncertainty, they do not mean a
derailment of the global recovery. High operational leverage and high exposure to
global trade positives remain in place. Recent economic surprises and upward
revised GDP growth forecasts bode well for emerging market earnings growth.

>

We have decided to take some risk of the table, as the divergence in central bankspeak causes uncertainties which could negatively impact the outlook for emerging
market equities.

Source: IMF

A strong rebound in earnings is expected

Source: Refinitiv, Robeco
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The rise in bonds yields accelerated in February. While by no means negligible, the
move higher in yields still lag the gains that we witnessed in other asset classes such
as equites. Italian and Japanese 10-year yields were among the laggards this month.
In Italy, the upward move was contained by the compression of risk premiums due
to the appointment of Mario Draghi as the new prime minister.

>

Up until now, the move higher in nominal US yields was mainly due to increasing
inflation expectations. This time, however, real rates also started to creep higher.
While the rise in real yield is modest, it is a development that needs to be closely
monitored. Rising real yields and stalling inflation lead to tightening financial
conditions, which is something that could stir financial markets. Given the current
low level of real yields, this rise could also be interpreted as a positive sign that the
economic recovery is ongoing.

>

The outlook for the US economy in the near term is indeed very positive. A USD 1.9
trillion fiscal package is on its way to be passed, and the Fed has confirmed that it is
not even considering changing its easy monetary policy settings. The US economy is
expected to grow around 5% this year, and that is the median expectation, so it
could be even higher. These positive expectations are valid given that the US is
among the first movers when it comes to vaccinations. This paves the way to
reopening, as early evidence indicates from Israel and the UK, which has already
presented a road map to reopening.

US GDP growth continues to be an upgraded cycle
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US 10-year yields: real rates are pushing higher

Source: Bloomberg & Robeco

>Source: Bloomberg & Robeco
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Based on this positive outlook, it should not be a surprise that US yields have led the
charge higher. Developments in Europe has been more moderate as the continent
has been lagging in terms in vaccinations, which might have caused most European
yields to only tentatively follow US yields higher. This changed in February when
European yields started to catch up with the move higher in US real rates.

>

While the Fed had the opportunity to push back against the rise in rates, it is
refraining from doing so, practically telling the market that the central bank
approves of it. This latter point is interesting as the moves don’t seem to be
consistent with the current forward guidance given by the Fed. In contrast, both the
ECB and the Bank of England did choose to lean against the rise .

>

The focus for the market and the central banks will be the coming inflation prints.
Everyone expects near-term inflation to be higher due to base effects and the
reopening of economies. The implicit assumption is that inflation will fall back
afterwards, so one should look past the higher numbers. The question remains
whether the current supply bottlenecks and higher commodity prices are a more
structural development that would ultimately cause inflation to settle at a higher
level. It will take a couple of months before the noise works it way through and we
get clarity on this.

>

We increased our underweight position in bonds. We prefer to be underweight US
Treasuries as they continue to be the most vulnerable to a further sell-off.

ISM prices paid index: inflation pressures are building
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Global investment grade credits realized a negative return of 1.5% in February,
marking the second consecutive month of decline. Again, the rise in yields on
government bonds hurt the asset class. Spreads remained low at 94 basis points on
average.

>

The outlook for global investment grade credits remains negative compared to other
asset classes. As discussed in our special topic, we expect bond yields to continue to
rise, albeit at a more moderate pace. Not in the least because in recent days, some
central bankers have expressed their worries about rising yields.

>

Despite dropping somewhat from its peak, duration remains historically high. As the
chart at the bottom shows, this is especially the case in the US. From this angle, US
corporate bonds look less attractive. Also, for euro-based investors, hedging costs
are rising again. In Europe corporate bonds offer an outright negative yield, most
likely pushing at least some investors out of the asset class into higher-yielding ones.

>

While we don’t expect spreads to hit the lows of 2004, a bit more tightening is on
the horizon. This is a slight change in nuance from our previous outlook. Continuous
upward revisions of global GDP growth and somewhat higher odds of even more
monetary stimulus in the Eurozone could push spreads down even further. This,
however, provides little buffer against rising bond yields.

>

We remain underweight global investment grade credits.

Investment grade credits: duration
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Global high yield bonds realized a marginal positive return of 0.1% in February. The
average spread level fell to 380 basis points at the end of the month, but rising bond
yields globally capped the return.

>

At 380 basis points, we are now below the spread levels initially anticipated in our
base case. While economic growth prospects continue to improve, driven by a high
amount of fiscal stimulus, we don’t expect another leg down in high yield spreads
just yet. An important factor is the relatively high degree of volatility surrounding
the economic outlook.

>

We expect bond yields to continue to rise, limiting the upside for global high yield
bonds. However, with duration considerably lower than for investment grade
credits, these spreads still offer a decent return outlook. Given the abundance in
liquidity, we expect that investors will continue their search for yield, especially now
that the outlook for investment grade and government bonds has deteriorated.

>

A thing to keep in mind though is the stark divergence within the asset class.
Spreads of higher-rated bonds are trading very tight, with most of the value left in
CCCs. Obviously, these are more prone to any hiccups on the path to a new normal.

>

We hold on to our neutral stance on high yield bonds for now.

Global high yield: relative spread level versus global credits
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Local currency emerging debt measured in euros realized a negative return of 2.6%
in February, putting the asset class at the bottom of the performance table. Rising
global bond yields as well as currency depreciation both weighed on emerging debt
returns.

>

Despite the poor performance in February, we are sticking to our small overweight
in local currency emerging debt for now. While we expect yields to rise further
globally, relatively low duration means a lower negative return impact for emerging
debt than for developed market corporate and government bonds. Also, as bond
yields in general are less depressed, partly because of lower levels of stimulus, we
expect the higher bond yields available in developed markets and the US in
particular to be only partially mirrored in emerging countries.

>

With emerging market currencies still down almost 15% against the euro relative to
pre-Covid-19 levels, valuations look reasonably attractive. Strict lockdowns have put
the European economy at the back of the line for recovery, reducing the odds of
further euro strength. More recently, several ECB members have expressed their
concerns about rising bond yields and their willingness to stimulate more if needed.
This too could become a drag on the performance of the single currency.

>

Having said that, risks surrounding the asset class remain. The government-forced
reshuffle of Brazilian oil major Petrobras, which sent the Brazilian real tumbling, was
another vivid example of this.

>

We are slightly overweight local currency emerging debt.

Source: Bloomberg & Robeco
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The euro ended the moth in the middle of the G-10 pack. Looking at the
performances of the different crosses, it is hard to pick up a general theme at first
sight. When you dig a bit deeper, the drivers of the currency performance in
February become clearer. The only conclusion that can be drawn from that is the
market theme for currencies was the same as for other asset classes: reflation.

>

The weakest currencies are two well-known safe havens which tend to
underperform at times of market optimism. The stronger currencies have a couple
of things in common. First of all, their respective economies are currently better
positioned for reopening, as they either have a better grip on the pandemic, or are
among those that are rolling out vaccination programs faster. Also, most of the
stronger currencies saw their short-term rates rise faster in February. It is also
noticeable that those currencies that are more closely linked to the Eurozone
lagged, probably due to developments in the EU being less favorable.

>

The strongest currency was sterling. The clarity on Brexit continues to compress risk
premiums. This was supercharged by the rapid roll-out of the vaccination program in
the UK. The path to reopening set out by the prime minister provided the market
with clarity, and increased confident that the UK economy has room to positively
surprise. Given the prolonged process of exiting the Single Market, it is highly likely
that the UK over the past years hasn’t been a destination of choice for capital. With
the current clarity, it is likely that some capital flow will be returning to the UK.

The UK economy continues to positively surprise

17

Equities

>

Source: Bloomberg, Robeco

Source: Bloomberg, Robeco

Economy

Special Topic

FX (II)
Real rates: still in favor of the US
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While the appointment of Mario Draghi as the new prime minister of Italy has eased
political uncertainty in the Eurozone, developments have been less favorable on the
whole. This contrast with the US, which practically stands at the center of the
reflation story. The increased prospect of a USD 1.9 trillion fiscal support package,
continued monetary support and a vaccination program that is picking up steam is
starting to have an impact on real rates differentials between the Eurozone and the
US. This differential is continuing to move in favor of the US.

>

Currently, we hold no currency positions. But if developments continue to move in
the same direction, we think a window is opening for the US dollar to strengthen.
While dollar strength could be broadly based, an obvious currency to short against it
would be the euro, given the low tolerance the ECB has for increasing yields.

Outlook: consensus thinks US is better positioned than Europe
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The sudden aggressive move in rates made the market realize that the
improvements in the prospects of growth at some point must have consequences
for monetary policy. It is difficult to imagine the US growing by 5%-6% while Fed
policy continues to remain at emergency settings. The market started to anticipate a
change in policy and real rates started to rise. The Fed choose not to so push back
against this rise. Instead, it continued to stress that the recovery remains incomplete
as the economy still hasn’t reached the targets set out for employment and
inflation. By not pushing back, the Fed gave its implicit approval for the rise in real
rates. Other central banks – namely the ECB and the Bank of England – were less
comfortable with the rise in yields and verbally intervened. This divergence between
central banks could start to have an impact on their relative currencies.

In favor of Eurozone

Source: BofA global Research FX and Rates Sentiment Survey
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In favor of US

Source: Bloomberg, UBS
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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 to comply 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. It is intended to provide the
professional investor with general information on 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 and/or to adopt any investment strategy and/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 used 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 that 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 the past performance is not indicative of future performance. If the currency in which the past
performance is displayed differs from the currency of the country in which you reside, then you should be
aware that due to exchange rate fluctuations the performance shown may increase or decrease if converted
into your local currency. The performance data do not take account of the commissions and costs incurred on
trading securities in client portfolios or on the issue and redemption of units. Unless otherwise stated, the
prices used for the performance figures of the Luxembourg-based Funds are the end-of-month transaction
prices net of fees up to 4 August 2010. From 4 August 2010, the transaction prices net of fees will be those of
the first business day of the month. Return figures versus the benchmark show the investment management
result before management and/or performance fees; the Fund returns are with dividends reinvested and
based on net asset values with prices and exchange rates of the valuation moment of the benchmark. Please
refer to the prospectus of the Funds for further details. 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
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distribution to or use by any person or entity who is a citizen or resident of or located in any locality, state,
country or other jurisdiction 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 also applying and any
applicable exchange control regulations and applicable 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 Investor Information Document for the Robeco Funds can all be obtained free of
charge at www.robeco.com.
Additional Information for US investors
Robeco is considered “participating affiliated” 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 situation 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 wholly owned subsidiary of ORIX Corporation Europe
N.V. and offers investment advisory services to institutional clients in the US.
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) (“Robeco”),
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 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 for public distribution in Australia
and New Zealand.
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 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. is relying 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 the issuer nor the Funds have been registered with the Superintendencia de Valores y
Seguros 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 his 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.
Additional Information for investors with residence or seat in the Dubai International Financial Centre
(DIFC), United Arab Emirates
This material is being 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 is at liberty to provide services in France. Robeco France (only authorized to offer investment
advice service to professional investors) has been approved under registry number 10683 by the
French prudential control and resolution authority (formerly ACP, now the ACPR) as an investment
firm since 28 September 2012.
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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 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 SFC in Hong Kong.
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.
Additional Information for investors with residence or seat in Japan
This documents are considered for use solely by qualified investors and are being 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 Peru
The Fund has not been registered with the Superintendencia del Mercado de Valores (SMV) and is being
placed by means of a private offer. SMV has not reviewed the information provided to the investor. This
document is only for the exclusive use of institutional investors in Peru and is not for public distribution .
Additional Information for investors with residence or seat in Shanghai
This material is prepared by Robeco Overseas Investment Fund Management (Shanghai) Limited Company
(“Robeco Shanghai”) and is only provided to the specific objects under the premise of confidentiality.
Robeco Shanghai has not yet been registered as a private fund manager with the Asset Management
Association of China. Robeco Shanghai is a wholly foreign-owned enterprise established in accordance with
the PRC laws, which enjoys independent civil rights and civil obligations. The statements of the shareholders
or affiliates in the material shall not be deemed to a promise or guarantee of the shareholders or affiliates
of Robeco Shanghai, or be deemed to any obligations or liabilities imposed to the shareholders or affiliates
of Robeco Shanghai.

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. You should consult your 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
are invoking 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 would 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 BV, Branch in Spain is registered in Spain in the Commercial
Registry of Madrid, in v.19.957, page 190, section 8, page M-351927 and in the Official Register of the
National Securities Market Commission of branches of companies of services of investment of the
European Economic Space, with the number 24. It has address in Street Serrano 47, Madrid and CIF
W0032687F. 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.
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: Affolternstrasse 56, 8050 Zürich, acts as the Swiss representative of the Fund(s). UBS
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Opfikon, acts as the Swiss paying agent. The prospectus, the Key Investor Information Documents (KIIDs),
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 www.robeco.ch.
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. RobecoSAM branded financial instruments and investment strategies referring to such financial instruments are
generally managed by Robeco Switzerland Ltd. The RobecoSAM brand is a registered trademark of Robeco
Holding B.V. The brand RobecoSAM is used to market services and products which do 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 Liechtenstein
This document is exclusively distributed to Liechtenstein-based duly licensed financial intermediaries (such
as e.g. banks, discretionary portfolio managers, insurance companies, fund of funds, etc.) 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 Investor Information Documents (KIIDs), the articles of association, the annual and
semi-annual reports of the Fund(s) may be obtained from the representative or via the website
wwww.robeco.ch
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 is subject to limited regulation in the UK by the Financial Conduct Authority. Details about the
extent of our regulation by the Financial Conduct Authority are available from us on request.
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 in 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
September 27, 1996, as amended.
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