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General overview

Developed markets up, emerging markets down
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Number of tactical positions is limited at the moment

Portfolio
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Equities Emerging Markets 4.0%
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In August, the desynchronization between equity markets continued.
While US equity markets hit new all-time highs, conditions for several
emerging markets deteriorated further. As has been the case many
times over the past years, political uncertainty increased in Europe.

Turkey remained at the center of emerging instability. Its national bank
refrained from rising interest rates and triggered a massive sell-off of
the Turkish lira. This led to a further deterioration in confidence in
emerging markets as a whole. The process of digesting the impact of
the trade conflict and the US Federal Reserve’s tightening program
remains painful for emerging markets.

Developed markets fared well last month, but when we take a closer
look, there is a notable divergence between the US and Europe. The
records achieved in US markets confirm that corporate earnings matter,
even if your president is Donald Trump. That said, earnings in Europe
aren’t bad either. Unfortunately, political risks in Europe are currently
higher than in the US. Given the European need to deal with both Brexit
and the anti-establishment government in Italy, it shouldn’t be a
surprise that investors are a bit nervous.

Our preferences didn’t change much over the summer — we remained
overweight equities and still prefer developed equities over emerging
markets. We are underweight high yield bonds, though we are starting
to see some light at the end of the tunnel for this asset class.
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> United States
Very strong US August ISM manufacturing figures > The US economy continues to do well. The ISM manufacturing index jumped
to 61.3 in August from 58.1in July, the highest level since May 2004. The sub-
” e index for export orders, however, fell in August, not surprisingly as a
60 ] 6o consequence of the strength of the dollar (the trade-weighted dollar has risen
W\ /J\IJ\V\ M by more than 5% this year so far).
55 1 r 55
50 W Av Y] 50 > The US president, once again breaking precedent, has publicly criticized the
] e monetary policy of the US central bank (the Fed), saying he was not “thrilled”
by the current policy of monetary tightening. As the inflation indicators
07 Fe preferred by the Fed, the personal consumption expenditure indices, are now
N - on or above the target of 2.0%, there is little to stop the Fed from raising
short-term interest rates by a modest 25 basis points on September 25, if only
2006 2008 010 pr 01 P e to demonstrate its independence. Given the favorable economic environment,
— Wamiactrng it is also likely to keep its forward guidance unchanged, suggesting continuing
PCE is paving the way for a modest September rate hike monetary tightening at a modest pace.
' N > The US/Chinese trade war shows no signs of abating. By the end of September
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both countries will likely have imposed tariffs on goods and commodities to a
value of USD 360 bin, which is equivalent to around two-thirds of their
bilateral trade last year. The level of tariffs is still modest, so a further
escalation is possible. Political support for protectionist measures aimed at
China is wide ranging, so a change in the composition of the US Congress after
the mid-term elections will make little difference in terms of trade policy.
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Eurozone economy moved sideways in August ?
IHS Markit Eurozone Composite PMI Eurozone GDP, g/q%
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The Markit Eurozone Composite reading in August was 54.5, marginally higher
than July’s 54.3. Growth in France and Germany (as also signaled by the
strong rise in the IFO Index) was particularly strong. This was compensated by
Italy, where economic output has risen at the slowest rate in 22 months.

US trade policy remains a downside risk for European growth, given the
unpredictability of an increasingly beleaguered US president. At a recent
campaign rally in West Virginia, Trump said: "We're going to put a 25% tax on
every car that comes into the United States from the European Union.”

The budget for 2019 of the new Italian government, to be discussed at the end
of this month, is eagerly awaited by financial markets. There are some signs
that EU rules will continue to be respected, despite expensive election
promises. The government is allegedly working on a three-year timeframe.
Deputy Prime Minister Matteo Salvini, leader of the populist Northern League
as well as interior minister, has promised to respect “all” EU restrictions. It is
unclear whether his coalition partner, the anti-euro Five Star movement,
agrees, so surprises on this matter in the coming weeks can’t be ruled out.

Headline inflation in the Eurozone in the meantime has surpassed the target
of the European Central Bank (ECB) of an inflation rate below, but close to
2.0%, due to the rise in energy prices (9.2% on a yearly basis in August).
However, core inflation continues to remain subdued. The ECB can therefore
comfortably stick to its plans to end QE by the end of this year and keep
interest rates unchanged until at least the summer of next year.
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> Japan

> The Japanese economy continues to expand at a modest pace. The composite
Markit/Nikkei PMI, which includes both manufacturing and services, rose to

| a0 52.0in August from 51.8 the previous month. Rising protectionismis a threat

[ to Japan’s export-oriented economy, but so far this is not reflected in the data,

] j as factor activity strengthened in August. The unemployment rate bounced

back from a low of 2.2% in June to 2.5% in July. Still, the labor market remains

very tight, as suggested by a further rise in the job offers-to-applicants ratio to

/-\/\\/\/_ 30 1.63.

> On September 20, the ruling LDP will hold its customary three-year leadership
election, which most likely will be won by the current Prime Minister Shinzo
Abe, whose popularity has recovered after a string of scandals. This will pave

Japanese average hourly earnings are on the rise

34

25

2 Sons 2014 2015 2016 2017 PIVPREERES the way for his continued leadership beyond the Tokyo Olympic Games of
T e G T mmmm—nm—ne S Tromsan s D 2020. Abe has signaled the wish to raise the retirement age beyond 65, and
Japan'’s ‘core ' inflation shows modest uptick in July to allow up to half a million foreign guest workers in five sectors with acute

labor shortages: agriculture, social care, construction, hotels and shipbuilding.

“ [ Abe also vowed to stick to the plan to increase the consumption tax from 8%
to 10% in October next year.

3 3

2 \“\I 2 > Japanese inflation remained tame in July. Core inflation (with food prices
excluded) was unchanged at 0.8% on a yearly basis. The inflation indicator

] 9 preferred by the Bank of Japan (the so-called ‘core *, which strips out energy

/\/ = | prices as well) showed a modest uptick to 0.3%, staying far below the BoJ
o \/\ /\,\ /M 7~ [, target of 2.0%.
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> China

> The Caixin China Composite PMI, which covers both the manufacturing and
the services sector, declined in August from 52.3 to 52.0, signaling a

August's Caixin China Composite PMI slips to 52.0

SZ.: no change on previous montf, SAdj. — increasing rate of growth weakening of momentum in the Chinese economy. It is tempting to ascribe
- Z::z:“" this slowdown to the rising trade tensions between China and the US.
COAVAFYAR! U A """""""""" Venutactuing However, the earlier increased efforts of the Chinese authorities to curb the
55. \ . VNA ,,,,,,,,,,,,,,,,,,,,,,, ultimately unsustainable rise in the debt/GDP ratio by reigning in investments
50 %dL Y M,‘ and credit growth was probably a more important factor.
45 Nl > The Chinese authorities haven't reacted to the first round of tariffs by
40 intervening in the exchange rate, and that caused a weakening of the
Increasing rate of contraction renminbi vis-a-vis the US dollar. This signals that they have chosen a milder
39 200612007/2008'2009'2010/2011 2012 20132014'2015'20162017 2018 approach to the renminbi weakening, in contrast to the aggressive stimulus
Sources: 1HS Markit. Gaixin, seen in 2008-09. That said, overly drastic weakening is unpopular, and could
easily provoke massive capital flight. It is likely, however, that a step-up of US
Chinese yuan is stabilizing around 6.80 tariffs will lead to a further depreciation of the Chinese currency.
7.00 4 7.00

> Chinese policymakers are now once again increasing efforts to keep Chinese
690 ] 690 growth at an acceptable level. The central bank, the People’s Bank of China,
has injected liquidity into the banking system. The authorities have also
recently instructed banks (mostly state-owned) to boost lending to
infrastructure projects and exporters “facing temporary difficulties”. Lending
660 ] 660 by local governments has been allowed to increase, and taxes have been
lowered. All in all, it seems the Chinese government won't tolerate growth

6.70 4 6.70

6.50 F6.50 . . . .
that is lower than approximately 6.5%. If current efforts are insufficient, more
8401 640 stimulus is to be expected in the coming months.
6.30 4 6.30
6 T T 6.20
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S&P 500 bull markets: post-GFC bull market sets a new record
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Earnings growth has overtaken multiple expansion as equity return driver
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The bull market may be ageing, but it set a new record this summer. It
started in March 2009 and in August 2018 surpassed the length of the
Great Expansion bull market, which lasted from October 1990 to March
2000. Some call it “the most hated” bull market as they perceive it to
be artificial due to stimulus roles played by global central banks.

Today, this bull market is no longer driven by QE-led asset price
inflation, but by real corporate earnings growth. This was evidenced by
sound double-digit earnings growth in developed markets over the
second quarter. It proves that bull markets don’t just die of old age as
long as there is a catalyst that rejuvenates them, in this case the global
cyclical upswing which started in late 2016.

Still, equity investors have enough to worry about today: high
valuations, with the US CAPE at 32.2; rising interest rates; flattening
yield curves, and increased protectionism. The (bearish) themes may
come and go, but earnings growth and the business cycle drivers
remain pivotal in the end. Leading indicators do not yet point to a near-
term downturn in the business cycle, and earnings guidance and
earnings revisions remain strong.

It all looks as if the best way forward is to patiently continue climbing
the wall of worry that characterizes this bull market. Therefore, we
continue our tactical overweight in equities, and we even extended it a
little during the summer, with a preference for developed equities.
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In August, momentum stocks outperformed other factor styles, as
equities enjoyed a rebound in sentiment. Strong reported earnings
growth for developed markets over the second quarter turned out to be
more important for equity investors than the still unresolved US/China
trade dispute.

The monthly momentum of equity returns in local currency showed that
US equities kept their positive momentum, generating a dollar return of
3.0% in August. Japanese equities followed at a distance, with the
Nikkei in measured yen returning 1.4%. European equities saw outflows
and experienced negative momentum, losing 2.4% in August in euros.
Long momentum (12M-1M) in local currency remains strongly in favor of
US equities (14.7%) and Japanese equities (12.0%). Long momentum
for Eurozone equities has now become negative, with a local return of -
2.0%.

Equity valuations in the US based on the Shiller CAPE showed that US
equity valuations are trending up again after a short deceleration in
early 2018, with the CAPE now at 32.2. In contrast, European equities
saw a de-rating, with the CAPE down from 18.1t0 17.7. European
equities remain unloved, despite healthy earnings growth. European
equities seem undervalued as economic momentum has improved, but
the region’s political risks are more important at this moment.

The momentum in US equities is the decisive factor for the US
preference within the developed market bucket.
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Equities: Emerging vs Developed (1)

Manufacturing PMI — emerging versus developed markets > Emerging markets took another beating in August, as the trade dispute
between China and the US intensified, and Turkey'’s currency crisis
soured investor sentiment. The MSCI Emerging Market Index in euros

fell 2.2% against a rise of the MSCI World Index hedged into euros of
o2 * 1.2%. We benefitted from the underperformance as we are

W underweight emerging market equities.
0.0
50

a0 > Turkey made headlines in August as the country got caught up in a
47.5 X
EM - DM (RHS) currency crisis, triggered by a waning belief that its government will
—Markit Developed Markets Manufacturing PMI . . i i
—Markit Emerging Markets Manufacturing PMI i B deliver a stable economy going forward. Together with Argentina,
which had to ask for the help of the IMF, Turkey dented the already
shaky investor sentiment towards emerging markets.
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Weight and characteristics for emerging countries > The direct impact of Turkey (and Argentina) should not be exaggerated,
N however. Turkey represents less than 1% of global GDP, and less than
More than 45% of 0.6% of the MSCI Emerging Markets index. Also, linkages with other
6% - MSCI Emerging . . T . . X
Mk economies are relatively limited, suggesting that Turkey by itself is
& sy [SEESE . . .
i N . = Malaysia unlikely to cause a broader emerging market crisis.
‘g 0% = Brazil . . . .
L - : = =Medco _ =Chie > That said, we should not rule this out completely, especially since
g » gl SR sentiment is pretty weak to begin with. For some part this has to do
&~ > . . . . . . .
Less than with China, as its government is trying to find ways to alleviate the
-6% than 1% of MSCI . . . . .
» Emerging Markets Index impact of the trade war with the US. China’s stimulus options are more
0% 20% 40% 60% 80% 100% limited than they were in the past, since corporate debt levels are high.
e L I S S o COP . . . . o
B S e S Stimulating growth through credit growth is unwanted at this point, as
Source: Charles Schwab the amount of non-performing loans is already rising steadily.
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Equities: Emerging vs Developed (I1)

Earnings revisions

Chart 6: Earnings Revision Ratio by Region - Last 3 Months
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China is subsequently searching for other, more selective measures to
prop up growth. In addition, the Chinese renminbi has been weakening,
even though the government has made it clear it won't use the
currency to fight a potential trade war.

Other factors, like we have mentioned before, remain a negative for
emerging markets. Earnings growth is solid, but it lags that of other
regions. Emerging markets continue to come in last ranked on earnings
revisions, as profits growth is being revised down. The US dollar remains
strong for now, as the Fed slowly reduces liquidity through higher
interest rates and a smaller balance sheet. Historically, Fed tightening
has coincided with struggling emerging markets. Finally, relative growth
momentum, based on for example manufacturing PMIs (shown on the
previous slide), remains tepid.

We remain underweight emerging markets. We expect trade tensions
to continue, and perhaps increase. This is especially bad news for
emerging markets, which on average are more dependent on global
trade. Turkey is likely to head into recession, but its weight in the global
economy is small. China could still opt for a more broad-based stimulus
plan, which would be a positive for emerging equities. Also, the growth
momentum could shift a little bit towards emerging countries in the
remainder of the year. However, with a strong US dollar and negative
momentum, we believe it is too early to become more constructive on
the asset class.
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> Real estate
Real estate underperforms global equities... again > Inearly July, the S&P Global Developed Property Index (in US dollars)
. i had erased the year-to-date underperformance against global equities,
. \\ . but it only took a couple of weeks before real estate was back at
N T 2 | W ' underperformance levels, heading to -3.0%. Real estate yielded 1.6% in
2 L \/\ h rv\ / * the last two months, but global equity did much better, returning 4.4%.
3 N | 2.7
* e > The tight correlation between the US Treasury yield and the relative
: I IM\. M ['/)\ 29 performance of real estate against global equities has loosened. The US
N Y V\_f 3 Treasury yield has remained within a narrow bandwidth of between
. W 31 2.8% and 3.0% for a while now, while real estate returns have been
. .l more volatile in recent months. It may be a sign that the strong
e pread RE ve DM (6 axis)  —US tressary yild correlation of the last few years is fading, but it is too early to say.
Source: Bloomberg, Robeco
European real estate trades at a discount > The earnings season showed good results on average in the real estate
Premium;{Discount) to NAV (%) sector, with a majority of companies beating estimates. The economic
%0 environment is a positive factor for the sector, as economic indicators
i cont'l Europe show no signs of deterioration. The uncertainty caused by the trade
10 conflict between the US and the rest of the world so far seems to have
@ ' had little effect on the US economy. European real estate has an
- “\\‘W attractive valuation as it trades at a discount on several metrics.
2 W | K However, European real estate also underperformed equities.
50 > Although the overall picture for real estate looks relatively good, we
T ee oer  imes s sor  amee 2007 2o o1a 2018 prefer to remain neutral within an overweight position in equities.

Source: Company data, Datastream, Morgan Stanley
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10-year rates in August: a mixed bag

Monthly change BP

0.60
0.50
0.40
0.30

0.20

0.10 I

(0.10)

(0.20)

German y UK France  Dutch

Source: Bloomberg & Robeco

Italy

in  Belgium  US Japan

Portugal Greece

The macroeconomic pulse has been slowing over recent months
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In August, changes in rates were less synchronized, indicating that more
idiosyncratic factors were in play. This was not the case for German and
US 10-year rates, as they continued to slide lower in tandem. The 10-
year Japanese rate broke from the pack, due mainly to policy
adjustments made last month by the Bank of Japan. Among other
measures, the Japanese central bank announced a wider bandwidth for
the 10-year government bond yield.

Yields in peripheral markets such as Spain, Portugal, Italy and Greece
were pressured higher. The higher risk premiums demanded to hold
peripheral paper is a consequence of developments in Italy, where
uncertainty remains about the new government’s policies. The move
higher of 10-year UK rates coincided with an appreciating sterling, and
is almost certainly related to the news flow regarding Brexit.

When one looks at the global growth and inflation surprises, it is
becoming clear that rates reacted to softer momentum in both growth
and inflation. Most equities markets reacted accordingly to this faltering
of macroeconomic momentum.

The exception is the US equity market, whose resilience is fueled by tax
cuts. Given that the second-quarter GDP figure came in at 4.2% QoQ,
the impact on the broader economy is undeniable. The bond market,
however, questions whether this is sustainable.

12
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> AAA Bonds (Il)

Labor markets are getting tighter globally > While we tend to agree with this view, we are also witnessing some
developments that strengthen our belief that inflationary pressures are

Z | slowly building. This is not just happening in the US; labor markets are
7 getting tighter globally. We also continue to see leading wage
2 | indicators pointing to higher wages in both the euro area and the US.
a |
; | > We continue to think that global rates in general will follow the yield
; | B path of the US. While the latest minutes of the US Federal Reserve
a g % = % g E E f‘ff 'Ej E revealed that the central bank remains upbeat on growth and is
- u% 5 2 B % 2 S ,&.; confident that its inflation target will be reached. It also is apparent
< 2 that its preference is to err on the side of caution and go easy.
W Current unemployment rate, % NAIRU, %

Source: Haver & Nomura > More hawkish were Fed Chairman Jerome Powell's remarks at the

Market think rates will peak below the Fed's long-term neutral rate annual central bankers conference in Jackson Hole. There he indicated
: that when inflation is low, the Fed's preference is to keep monetary
policy rates relatively low, which tends to boost financial assets. He

e said: “Whatever the cause, in the run-up to the past two recessions,
' destabilizing excesses appeared mainly in financial markets rather than
in inflation. Thus, risk management suggests looking beyond inflation
1s for signs of excesses.”
e > In general, our decision to move to a more neutral stance on
developed market rates has turned out to have been a good one.
However, we still believe that we haven’t seen the highs in rates yet.

Effective Fed 2Y1Y 31y 4Y1yY 5YLY BY1Y
Rate

Source: Source: Bloomberg & Robeco
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Investment Grade Credits (1)

European spreads gently move higher > For most people, August is the holiday month. The same can be said for
European credit markets. There is structurally less corporate issuance,
and other activity is also very low. Any movement in the market is
therefore the result of wider events. European spreads widened in
August, after political risks in Europe rose. The Italian government’s
budget plans and its stance towards EU budget rules made investors
more cautious. European spreads ended up around 10 bps higher at
1.21for both the broad index and financials. The widening was caused
by both higher yields as well as a falling government bond yield.
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\'4

An Italian government with a loose stance towards budget discipline is
immediately a worry for investors in (ltalian) financials. Although still

-
)

== Bardays EuroAgg Corp. spread omberg Bardays EuroAgg Fin

Source: Bloomberg, Robeco low in an historical perspective, we saw spreads of Italian banks (and
Italian and German bank spreads have risen German banks, as their exposure is relatively high) jump, whereas
spreads other countries’ banks hardly moved. Some clarity on the
Spread to Bunds (bps) . L . . . . . .
——German Banks direction in which Italy is heading might ease spread widening.
500 Spanish Banks
700 . . .
——French Banks > Besides the political risk, there are other reasons why we expect spreads
600 . . . . . .
UK Banks to widen further in the coming months. Heavy issuance is expected in

—— ltalian Banks the short term, and together with the further reduction of the CSPP
program in the remainder of this year, markets may have more to
digest than they can absorh. This could also lead to higher spreads. The
underlying European economy is still healthy, but other factors are
more important to be cautious on European credits.

Dec-09 Dec-10 Dec-11 Dec-12 Dec-13 Dec-14 Dec-15 Dec-16 Dec-17
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Yields jump in in Europe, but not in the US
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Leverage is still at record levels

(x) Gross Leverage
2.7

2.5
23
21
1.9
1.7
1.5
1.3

2.50x

92 94 96 98 00 02 04 O6 08 10 12 14 16 18

Source: Morgan Stanley, Bloomberg

> Tweets by President Trump might give you the impression that political

risks are also present in the US, but this risk factor hardly plays a role in
the American economy. Whereas European yields jumped on increased
risks, the US credit yield has been almost flat for a while now. The same
holds for the spread, which also didn't move last month.

Before the summer, the trade dispute between the US and the rest of
world seemed to be a serious issue which would be harmful for
corporate America, but it had less influence than expected. The
underlying US economy is still doing fine and is a strong basis for
credits. However, the risks we assessed earlier haven’t gone away in
recent months. Leverage is at high levels, credit duration has risen, and
the overall credit quality has come down. For foreign investors, it is
relatively expensive to hedge the currency risks, which has already
caused some withdrawals.

Over the summer, we reduced our position in credits to neutral. The
risks for credits increased and the prior overweight position was for
more technical reasons anyway. For multiple reasons, we expect
spreads to widen further in the coming months, which puts pressure on
the returns of European credits. Despite the risks that accompany US
credits, we think they are becoming more attractive relative to
European credits. Within our neutral credit position, we are looking for
opportunities outside Europe, where the US is of course the most
important market.

15
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> After July, in which prices of high yield bonds went up significantly,
reclaiming some of the losses incurred since the start of this year,
August was another down-month for high yield, with a realized return

High yield — spread

16

5 of -1.1%. Although not as bad as the return on emerging market debt,
12 high yield again lagged developed market corporate and government
10 bonds. At the end of August, the average spread on high yield bonds
8 was 402 basis points, up more than 20 basis points from the end of

g i July. We continue to be underweight high yield bonds, but have also
¢ \\""\M’ become less negative on the asset class, as some technicals and

: fundamentals have improved.
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> Unchanged from previous months, the global economy continues to be

in a healthy shape. The US, which represents more than 60% of the
High yield — defaults high yield bond universe, is performing well, with annualized growth of
over 4%. Combined with still relatively low interest rates, this resulted in
a further decline in the US default rate. Defaults have fallen to the

Source: Bloomberg

30

5 lowest level since late 2015. In Europe, where average high yield bond
20 ratings are higher, the default rate stayed near zero. Given the current

economic outlook, we expect default rates to stay low, or come down a
& bit further in case of the US.

10 -
: fV/ ’,/‘\,.\ > Eveninthe US, interest rates remain relatively low, though we expect
Vel N

M them to rise gradually. Given the pace of earnings growth and the debt
9 W01 208 205 o007 209 11 2003 25 2007 distribution (maturity wall) that looks pretty benign, we don’t expect
—USHY ——EUHY rising yields to lead to a string of defaults.

—

0

Source: BofA Merrill Lynch
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High yield — issuance > Less impressive is the fact that the weight of covenant-lite loans has

Figure 1 High-yield bond issuance totaling $148bn YTD is down 30% yly increased over time. As their quality is low, their vulnerability to adverse
80 - events or market circumstances is high. While we don’t see an

N a ® @ immediate trigger apart from an overall decline in sentiment, more

focus on the quality of loans could lead to elevated volatility.

o
>

> Highyield bonds issuance has declined this year, resulting in a more
attractive balance between demand and supply.

Gross HY Bond Volume {$ bn)

> Valuation has been the single most important reason for our negative
Source: JP. Morgen stance on high yield bonds. However, here too, things have improved
somewhat. The yield on local currency emerging debt also increased,
Source: J.P. Morgan
but this came with a massive surge in volatility. Compared to equities
and credits, valuation in high yield looks less stretched than a couple of
months ago. In fact, the relative spread level of high yield over credits
has moved up to the long-term average. In Europe, however, equities
still look more attractive.

High yield - relative valuation against credits

> We remain underweight high yield bonds, but have become more
constructive over the last month. From an economic viewpoint, things
look pretty OK, even though we are late cycle. Technicals seem to have
improved somewhat. Valuation is still a negative, but less so than it was

~—Global High Yield spread divided by Credit spread = —Average
a couple of months ago.
2.5 ‘ : ‘ : ‘
g 2 d 9 9 3 ] 2 5 3
g i : : i g § : - :

Source: Bloomberg
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Emerging market debt in local currency — spread and yield

—JPMargan GBI-EM Yield

g 3 8
H i

" —JPMorgan GBI-EM Spread (based on Syr US Treasury)

S¢
g 5 8 8 3§ 3 % 83 3 4 % 5 =8

Source: Bloomberg

Emerging currencies

Polish zloty -
Chinese Yuan -
Malaysian ringgit -
Hungarian forint -
Indonesian Rupiah -
Indian Rupee -
South African Rand -
Russian Rouble
Brazilian Real -
Argentine Peso

Turkish Lira -

Emerging market currencies against the Euro

Percentage change, August

-24.1%

Source: Thomson Reuters

It was another pretty dreadful month for local currency emerging
market debt. The asset class realized a negative return of 3.6% in
August, one of its worst months since the JPMorgan GBI-EM Global
Diversified Composite Index was launched back in 2003.

Turkey’s troubles were a very important explanatory factor for the poor
performance of local currency emerging market debt. First, the Turkish
lira fell 24%(!) against the euro, while the yield on 10-year Turkish
government bonds spiked to above 20%. Second, there were clear
sentiment-driven spillover effects to the currencies of countries that
share some, but not all, of Turkey’s characteristics. South Africa is the
most important example of this, along with Russia and Brazil, whose
currencies also fell sharply against the euro. Argentina, which is not
incorporated in the index, also tanked.

The worst is probably not over for Turkey. This is partly because the
country’s government and central bank have so far refrained from the
orthodox reaction to a currency crisis, which is to raise short-term
interest rates. Several measures have been implemented, such as more
liquidity for banks and increasing the cost of betting against the lira, but
it's unlikely they will be effective. Next to that, the impact on GDP
growth (a recession is likely), on inflation (it will rise sharply from an
already elevated level) and on bank reserves (many bank and corporate
bank loans are denominated in foreign currency) has yet to become
visible. This will take time, but Turkey faces harsh times.
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Foreign positions

Figure 2: Turkey has one of the highest net external
debt and current account deficit (% of GDP)
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Source: Thomson Reuters, Credit Suisse research

Valuation versus high yield bonds

~High Yield
Source:tloomberg —EMD
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Source: Bloomberg

Turkey's troubles should not be extrapolated too far, however. As the
chart on the top left shows, Turkey has both a high percentage of
external debt, and a high current account deficit, meaning money has
to flow in from abroad. Historically, this combination has led to currency
crises before. But the chart also shows that none of the major emerging
market countries in the EMD index share the same problematic
combination of high foreign debt and current account balances.

In addition, Turkey’s weight in the index has decreased considerably
over the last year or so. It still has a weight of 3.4%, but that's down
dramatically from the maximum of 10% it had for a long time.

We have decided to stay neutral on local currency emerging market
debt for now. First, we already have a negative stance on emerging
markets through equities. Second, because of the severe downturn in
other emerging market currencies, as a result of spillovers from Turkey,
some of the other countries are starting to look cheap. Turkey
represents a relatively small weight in global GDP, has limited direct
economic and trade ties with other countries, and is an outlier on the
combination of high external debt and the current account balances.
We therefore believe that the chances of a emerging market crisis are
small, albeit not zero. While this does not necessarily mean that the
worst is over, it does mean that the risk to the upside and downside has
become more balanced. We do stay underweight emerging market
equities, however.
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G-10 currencies: safe haven currencies did well in August > In August, the Swiss franc appreciated the most within G-10. The euro
ended in the middle of the pack, which should be considered a decent
EURIPY ] performance given that at one point in August, the euro/dollar
EURSEK i exchange rate touched 1.1342, the lowest point of the year. The big
FURCHF losers were the Swedish krona and Australian dollar.
EURAUD ]
EURCAD . . ) )
CURNZD ] > The currencies that did well in August are those which are frequently
EURNOK ] referred to as the safe haven currencies (JPY, USD and CHF). The
EURDKK laggards within G-10 were currencies that are most effected by
FURUSD ] geopolitical and trade developments. The surprise here was the sudden
FURGEP increase in domestic political tensions in Sweden and Australia, which
-4.0% -2.0% 0.0% 2.0% 4.0% . .
negatively effected these currencies.
Source: Bloomberg, Robeco
USD-denominated debt owned by foreign banks that needs to be funded > Inour view, the currency markets are stuck between geopolitical
e ot oot tensions and the tightening of liquidity. While the US can be seen as the

USD Trillion nt . . . oy . .

1 o0 main instigator of these developments, it is currently still the region

- least effected by these forces.

15

b //_/_/

. e 10 > Not only is growth holding up nicely, but US financial markets are

. _//_ steadily continuing their ascent. Other regions, however, are not that

2

0
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Source: BIS, Morgan Stanley

lucky. Emerging markets, for instance, are currently bearing the brunt of
the pain.
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Worries about trade eased slightly but remain elevated > One of the reasons why the US has been sheltered from the effects of
tightening by the Fed so far is probably the repricing of emerging
My expectations for trade tensions are: markets that is taking place and the money flight that accompanies it.
— It is highly likely that the money leaving the emerging markets is finding
Things will get modestly worse, with a slight drag on 67% .
glob growth 64% a new home in the US.

Things will stay_aboutﬂwe same, resuiting in a negligible _ 20%
rpacton dobelgrout e > Beside the Fed tightening, we continue to have to deal with the

uncertainty with regards to trade. Every time you think that the US and

its trading partners (or maybe adversaries is a better term these days)

Things will et materially worse, resulingin aglobd [l 2% have come to a point where differences seems to be resolved, Trump
grodh sousow r e proers iy 2018 sends out a tweet that puts everything back on the table.

[
Things will improve, leading to a bounce in global growth - 91’:%

Source: BofA Merrill Lynch Global Research . . .
y > As we head towards the US mid-term Congressional elections, we need

JP Morgan Emerging Market FX index: bearing the brunt of the pain to start thinking about what strategy Trump thinks will deliver him a
7S victory. Is it the one that confirms his image as the dealmaker, or is the
one that boosts his anti-establishment credentials? We currently have
o /\ PN no clue what it will be, but given recent developments between Mexico
V\// and the US, we are hopeful that Trump prefers to go for the former. As
we think the easy deals are the ones that can be cut with Canada and
65 Py

V*'\\ the EU, there is upside potential for the currencies.

s0 > We currently hold no currency positions. In August, we closed our long
USD/short EUR position after Trump started to complain about the

monetary policy of the Fed, which put a (temporary) halt to the gradual
*Ji-oct 210an 21Apr  210ul 21°0ct  217an  21-Apr  213ul appreciation of the dollar.

Source: Robeco & Bloomberg
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Important information

Robeco Institutional Asset Management B.V. has a license as manager of Undertakings for Collective Investment in Transferable Securities (UCITS) and Alternative Investment Funds (AIFs) (“Fund(s)”)
from The Netherlands Authority for the Financial Markets in Amsterdam. This document is solely intended for professional investors, defined as investors qualifying as professional clients, 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 Il 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 (“Funds”). 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 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 requlation 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

Neither Robeco Institutional Asset Management B.V. nor the Robeco Capital Growth Funds have been registered under the United States Federal Securities Laws, including the Investment Company Act
0f 1940, as amended, the United States Securities Act of 1933, as amended, or the Investment Advisers Act of 1940. No Fund 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. Robeco Institutional Asset Management US Inc. (“RIAM US"), an Investment Adviser registered with the Securities and Exchange Commission under
the Investment Advisers Act of 1940, is a wholly owned subsidiary of ORIX Corporation Europe N.V. and offers investment advisory services to institutional clients in the US. In connection with these
advisory services, RIAM US will utilize shared personnel of its affiliates, Robeco Nederland B.V. and Robeco Institutional Asset Management B.V., for the provision of investment, research, operational
and administrative services.

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 requlated 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.
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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 publicin 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 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. (Dubai Office) 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. (Dubai office) 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.

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 requlated 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 Shanghai

This material is prepared by Robeco Investment Management Advisory (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 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.
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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 requlatory 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 publicin 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
The Spanish branch Robeco Institutional Asset Management B.V., Sucursal en Espafia, having its registered office at Paseo de |a Castellana 42, 28046 Madrid, is registered with the Spanish Authority
for the Financial Markets (CNMV) in Spain under registry number 24.

Additional Information for investors with residence or seat in Switzerland

This document is exclusively distributed in Switzerland to qualified investors as defined in the Swiss Collective Investment Schemes Act (CISA) by Robeco Switzerland AG which is authorized by the Swiss
Financial Market Supervisory Authority FINMA as Swiss representative of foreign collective investment schemes, and UBS Switzerland AG, Bahnhofstrasse 45, 8001 Zurich, postal address: Europastrasse
2, P.0. Box, CH-8152 Opfikon, as 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
Robeco Switzerland AG, Josefstrasse 218, CH-8005 Zurich. The prospectuses are also available via the website www.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 requlation in the UK by the Financial Conduct Authority. Details about the extent of our requlation 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 publicin 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.

Additional Information concerning RobecoSAM Collective Investment Schemes

The RobecoSAM collective investment schemes (“RobecoSAM Funds”) in scope are sub funds under the Undertakings for Collective Investment in Transferable Securities (UCITS) of MULTIPARTNER
SICAV, managed by GAM (Luxembourg) S.A., (“Multipartner”). Multipartner SICAV is incorporated as a Société d'Investissement a Capital Variable which is governed by Luxembourg law. The custodian
is State Street Bank Luxembourg S.C.A., 49, Avenue J. F. Kennedy, L-1855 Luxembourg. The prospectus, the Key Investor Information Documents (KIIDs), the articles of association, the annual and semi-
annual reports of the RobecoSAM Funds, as well as the list of the purchases and sales which the RobecoSAM Fund(s) has undertaken during the financial year, may be obtained, on simple request and
free of charge, via the website www.robecosam.com or www.funds.gam.com.
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