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General overview

November: Animal spirits return

Source: Bloomberg, Robeco

PositionsFurther increase in the risk profile of the portfolio

Portfolio Benchmark Active

Equities Developed Markets
Equities Emerging Markets
Real Estate Equities

Nikkei 225 (Japanese equity)
Commeodities

Global treasuries

German Treasuries

US Treasuries

Investment Grade Corp Bonds
European Corporates

US Corporates

High Yield Corp Bonds
Emerging Market Bonds LC
Cash

26.00%
5.50%
5.00%
0.50%
6.50%

27.50%

-1.50%
-5.00%

20.00%
1.00%
1.00%
5.00%
4.00%
4.50%

25.00%
5.00%
5.00%
0.00%
5.00%

27.50%
0.00%
0.00%

20.00%
0.00%
0.00%
5.00%
5.00%
2.50%

1.0%
0.5%
0.0%
0.5%
1.5%
0.0%

-1.5%
-5.0%

0.0%
1.0%
1.0%
0.0%

-1.0%

2.0%
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Special Topic Economy  Equities  Fixed Income Commodities & FX

The major event in November was supposed to be the US elections. A perioc
fierce full campaigning would come to an end and there would be clarity on th
political direction for the coming four years. Almost a month later and Presidet
CNHzY L) adAftt KFayQid O2yOSRSR GKIG K
Biden has won. The major driver of financial markets in November, however,
turned out not to be the election, but encouraging announcements of several

companies with regards to the development of a vaccine againstCvid

The timing of the announcements could not have come at a better time.
Infections have increased rapidly, both in Europe antl®&he macro
environment was becoming less supportive, with weakening numbers in Euro|
and less positive data surprises out of the US. On top of that, the likelihood th
fiscal stimulus in the US was going to be extended any time soon dropped
significantly. The prospects that several vaccines would be available sometim
next year changed the sentiment of the market, as a path to normality could b
plotted. The vaccine news lifted all boats and almost all assets delivered posit
returns in November, gold being one of the few exceptions.

In November, we increased the risk profile of our portfolio by further increasini
the equity weight. We added exposure to emerging market and Japanese
equities at the expense of cash. We continue to be overweight corporate cred
and commodities at the expense of government bonds.

All market data to 30 November unless mentioned otherwise RO B E CO



Special Topic

Theme of the month

_ The value tortoise is on the move (l)
Relative performance (YTD): Global Growth vs. Value

> November saw big moves in markets as the announcement of severall@ovid
vaccines with a high effectiveness handed the keys to the resolution of a pandem|
that has brought the deepest recession since the 1930s. Stock market indices bro
new highs, with the largest inflows into equities in recorded history in recent week:
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> Looking at equity factor performance, November saw a decent outperformance of
value stocks versus growth stocks of close to 5%. Value stocks that have been
lagging the recovery trade since March have experienced a rerating since the
vaccine news broke in November. This cafglhas raised the question of whether

dan | Fen | Mar pr ey da " Aug " sep T Oat T Nev the longawaited rotation from value to growth has finally begun. The jury is still ot
on this. In November, value stocks jolted 15% higher, but tech stocks also rose
substantially, gaining 10.9%.
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Source: : Refinitive Datastream, Robeco

Valuation: Relative valuation favors Value above Growth . . .
> We think that the announcement of several effective vaccines and nascent appro\

for one of them in the UK has nonetheless brought the value tortoise on the move

with further upside for value stock outperformance seen in 2021. With a relative P
multiple around 2, the dispersion between value and growth valuations has becon
exceptional, anduggests returns above the historical average for the value factor i

£, o the medium to longer term, outperforming growth stocks.
> With value stocks already historically cheap since the @8wiecession peaked in
March, they experienced another derating as the equity market corrected on the
o5 s back of the second wave of the pandemic in the autumn. At the start of Decembel
i B with vaccine approvals in sight, it seems the historically wide dispersion in relative

valuation of value stocks versus growth stocks has started to roll over.

SourceRefinitive Datastream, Robeco
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Theme of the month

Relative PE: Growth vs. Value
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SourceRefinitive Datastream, Robeco

Asset classes: S&P 500 Value/Growth ratio vs. yield curvy(LOy
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Special Topic

The value tortoise is on the move (ll)

> S0, has the value in value been finally unlocked? Three arguments favor this thes

First, value has the tendency to outperform at the beginning of a new economic
cycle. While our business cycle model still signals an economic slowdown, we ex
AG G2 32 Ayd2 | FilakK WNBO2OSNERQ az?2
steepen as bond investors start to demand a higher compensation for growth risk
the bond market. Value stocks tend to rebound relative to growth stocks as yield
curves steepened further in the early recovery phase.

{ SO2YyRY a40GSSLISYyAy3a 8AStR OdzNBSa I f a2
an increasing number of global leading indicators also signaling economic
expansion. Growth stocks have shown a strong multiple expansion in recent year
as investors were willing to pay up for companies with cashflow generation ability
a latecycle, growtkscarce environment. This accelerated when the Cb¥id
recession peaked in March. With economic growth scarcity now on the verge of
fading, a headwind for value stocks disappears.

Third, governments have shown a greater willingness to provide fiscal support
during this pandemic. This stands in sharp contrast with the global financial crisis
aftermath when governments were even pursuing austerity. This accommodative
fiscal stance, facilitated by central banks acting as credible fiscal financiers, has t
major implications for the value trade. First, higher net government issuance exer
upward pressure on bond yields, which benefits the less interesteatative
segments of the equity universe such as value stocks (the discount rate effect).
Second, there are positive multiplier effects on the real economy, which benefits
more growthsensitive stocks like value stocks (the cashflow effect).

ROBECO



Theme of the month

Asset classes: Value/Growth ratio vs. US real yield (10y)

SourceRefinitive Datastream, Robeco

Asset classes: Cyclical/defensive ratio vs. silver/gold ratio
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Special Topic

The value tortoise is on the move (lil)

> The recent outperformance of value stocks could predominantly be because they

I NB OF G4OKAY3 dzLJ N} O KSNJ G6KI'y RdzS G2 |
November, so the market action should not be prejudged as a great rotation out c
growth to value. The big winners were the stocks that suffered the most because
the pandemic, and were simply laggards since the March bull run.

There are other reasons not to be carried away too much just yet. We have seen
false rotations before, such as in autumn 2018. The improved outlook for hospital
and leisure in the wake of a vaccine will also indirectly benefit growth stocks throt
things such as higher advertising revenues from hotels and restaurants on digital
platforms. Also, the value factor is strongly correlated with the performance of
cyclicals. In the near term, the outperformance of cyclical sectors versus defensiv
may have run its course, as the ratio has decoupled from other cyclical growth
proxies.

With inoculations due to begin this month in a few major economies, the trilemme
between solving the health crisis, kst&rting economic growth and maintaining

personal freedoms is going to be considerably eased. This will bring steeper yielc
curves and a broadening economic recovery sustained by a continued fiscal thrus

The case for additional value outperformance in the next 12 months is
strengthening. But we are not out of the woods yet. The road to aGmst19
WySg y2NXIFEQ gAff y20 0SS aY220KZI &KA
value tilt against a backdrop of ndarm risks. The value tortoise may have made
some promising moves lately, but it has yet to bridge a soft patch.

All market data to 30 November unless mentioned otherwise RO B E CO



United States

Economic surprises are decelerating but still positive
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Source: Bloomberg, Robeco

Consumer confidence is dipping lower again
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Economy

The Fed is comfortable with current policy settings. The combination of forward
guidance and asset purchases is seen as being more than sufficient. However, th
central bank continues to stress that if deemed necessary, it has ample room to a
stimulus through adjusting its buyback program. The Fed continues to make the
LR2AYG GKIFIGO GKSNBE Aa y2 GAYS FT2N 02YL
KIFraSQ odzi | WYdzald KI @8SQd ¢KAA Aa G2
period as support programs end.

The chance that a substantial fiscal support package will indeed be delivered,
however, is slim. The key determinant of the future path of the economy remains
the trajectory of the pandemic. With encouraging news on the development of
several vaccines, optimism is warranted. But it will take some time before any
vaccine will be widely available and distributed. In the meantime, the number of
infections is rapidly increasing.

t NBAARSY (O ¢NMHzYL) adAatt KlFLayQd FFOOSLIIS
positive news is that Presidealiect Biden finally has access to funding and data so
that he can finally start to properly prepare for a transition of power. This election
has once again laid bare the divisions that exist among the US electorate, and the
onus is on Biden to prove he can be a president for all Americans.

Economic numbers in general are still positively surprising, indicating that the
economy is holding its momentum. Some crackstamingto appear, however:
inflation is deceleratingnon-farmpayrollsnvere disappointing, ancbnsumer
confidence has dipped lower.
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Europe
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Source: Refinitiv, Robeco

Eurozone inflation: A cyclical trough for core inflation?

Source: Refinitiv, Robeco

Economy
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54 }%'?:'ur%pean ecgn%my IS losing momentum: the Eurozone PMI fell to 45.1 in

November. This was to be expected, as the second wave of I®aviggered

another round of (selective) lockdowns across the region. New lockdown measur
are the strictest in France. InteglJ divergences in growth will likely increase into Q1
2021, given a larger divergence between social distancing measures compared t«
the first wave. Given the more selective nature of the lockdowns, the GDP impact
will also be substantially less compared to the Ma&phl episode.

Although we are likely to need to build a bridge between a soft patch and a more
synchronized recovery, the announcement of inoculations starting as early as nex
month in some countries (like Germany) are positive. It increases the possibility t
economic activity will strengthen again in the medium term. Elevated personal
savings ratios, a resilient housing market and a modest improvement in
unemployment suggest there is room for significant pgmtiemand to materialize.

Nonetheless, policymakers are very much aware of the need to bridge the (liquidi
gap towards a seHustaining recovery. We expect the ECB to extend its pandemic
emergency purchase program (PEPP) this month, and we expect a tweak to its a
purchases as well. This will give a clear signal that the central bank is in this for tt
long haul and is cognizant of the uncertainties still surrounding vaccine rollouts ar
Brexitrelated risks. While German Chancellor Merkel has already warned that fisc
adzLILIR2 NI 62y Qi 06S GKSNB AYRSTAYAGSte:z
fiscal support could be released to cushion ream demand. This is relevant as it
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