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General overview

> Economic numbers were generally uninspiring in June. On a relative 

basis, data out the US was weaker than expected. In June it was less 

about the data and all about central banks. Market expectations 

heading into the meetings were extremely high. It must be said, 

though, that central bankers lived up to the very high expectations and 

managed to surprise at the margin. Both the ECB and the Fed indicated 

that they are willing to provide monetary support. Although actions 

were anticipated, the actual confirmation supported risky assets. The 

S&P 500 reached a new all-time high. The MSCI World (LC) index 

increased 5.8% and outperformed emerging markets by almost 1.0%. 

Global Equity markets are up more than 15% for the second half of the 

year. 

> This next round of monetary easing from the major central bankers 

didn't benefit only risky assets but almost all assets. Even the German 

10-year rates were pressure lowered and reached an new all-time low in 

June. While the market didn’t care for it much, it must be noted that 

tension is growing between Iran and the US. This time around it’s not 

just rhetoric: two oil tankers were attacked in the Strait of Hormuz, US 

increased economics sanctions and Iran shot down a US military drone. 

> In June we increased the risk profile of our portfolio. The overweight to 

cash was lowered and the proceeds were used to increase our exposure 

to equities. The underweight to emerging market equities was 

neutralized and the exposure to developed market equities was 

increased. 
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Risk off!

Positions: reduced risk position, underweight emerging markets

Portfolio BM active

Equities Developed Markets 27.0% 25.0% 2.0%

Equities Emerging Markets 5.0% 5.0%

Real Estate Equities 5.0% 5.0%

Commodities 5.0% 5.0%

Core Gov Bonds 1-10 20.0% 20.0%

Core Gov Bonds 10+ 7.5% 7.5%

Investment Grade Corp Bonds 19.0% 20.0% -1.0%

High Yield Corp Bonds 2.0% 5.0% -3.0%

Emerging Market Bonds LC 5.0% 5.0%

Cash 4.50% 2.5% 2.0%



Theme of the month: Sugar rush rally (I)

> Over the last 50 years, credit spreads have widened in the long run in 

most periods when the Fed has cut rates, with only a few exceptions, 

such as in 1995. With markets racing to price in more Fed cuts, we take 

a much shorter-term approach to analyze the behavior of credit spreads 

in and around the first Fed cut of each cycle. The aim is to test whether 

markets get a short-term boost – a ‘sugar rush’ if you will – from the cut 

before resuming a generally bearish cyclical pattern. 

> We look at USD credit spread levels one week, one month and three 

months before and after the day of the Fed move (T+0). The aim is to 

get insight on the short-term trading reaction around the first Fed cut. 

We also look at two-year US Treasury yields, and present these results 

first. After the first cut, two-year yields then fell another ~100 bps in the 

recession years (1989, 2001, 2007) and more afterwards

> Only in 1995 did the cut mark the bottom in two-year yields. Even then, 

the sell-off was no more than 50-60 bps. Comparing today with 2007, 

it’s worth remembering that the market decided the Fed cut in 

September 2007 was enough to stop any problems: two-year Treasury 

yields rose for the next three weeks. This sample set suggests that there 

is still an asymmetry in the potential for two-year Treasury yields to fall 

more than they rise, even after the Fed delivers the first cut.

>
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2-year UST yields (%) before and after the first cut

Maximum yield 12 months before first Fed cut, and fall in yields from max to T+0 
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Theme of the month: Sugar rush rally (II)

> We use BBB credit because we think it is the fairest consistent measure 

of credit quality over time. In the period before the first cut (T+0), we 

see that credit spreads widened materially in the three months before 

T+0 in 2001, 2007 and 1998. In fact, 1998 saw the sharpest widening –

which means that the ‘insurance’ bought by the Fed was after the fire of 

the (LTCM/Russia) event had started. 

> In 2019, over the last three months, the market has barely widened at 

all. If history repeats itself, it might suggest that the Fed cut isn’t due yet 

and that 2018 marked the widening. The BBB IG OAS today already 

trades at +171, 56 bp wider than the +115 tight in February 2018. Even 

the April 2019 YTD tight of +148 is materially wider than 2018’s spread 

tight. Or, it could mean that credit spreads are about to widen a lot –

and then we’ll get the first cut! 

> We see three different paths in the historical precursors. Spreads 

initially widened in 1998 before recovering to become flat, as there was 

no recession. They tightened in 2001 for about six weeks, before 

resuming a widening trend over a more strategic horizon. And they 

tightened again in 2007 for one month, which was the full extent of the 

rally. So, with the exception of 1998, spreads indeed went a bit tighter 

straight after the first cut of the cycle, before resuming their cyclical 

GDP-driven path. We see the same pattern in USD IG and in USD HY. It 

seems the sugar rush theory is intact. 
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Performance of USD BBB OAS before and after the first cut

The 1998 LTCM Crisis: three cuts to stabilize credit spreads
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United States

> Fed: Powel got his mojo back at the last FOMC meeting. With high dovish 

expectations heading into the meeting the chances of disappointing the 

market were huge. But, Powel delivered and even managed to positively 

surprise. Although they refrained from cutting at this meeting, it’s 

obvious that the door for rate cuts is now firmly open. The decision to 

wait for more confirmation on the weakness of the data and wanting to 

see the outcome of the trade talks prevented the Fed from seizing the 

opportunity to get ahead of the market. The risk of this choice might be 

that they will need to do more in the coming meetings to get ahead of 

the market.  

> Data continues to disappoint on the soft side and the weakness is 

starting to show up in sectors other then manufacturing. Manufacturing 

ISM came in weaker and is rapidly dropping towards 50. A worry is that  

the consumer side of the economy, that has held its strength over the 

past period, is starting to show some cracks. Housing once again was 

weak, but the biggest surprise was the softening of consumer 

confidence. One thing that became very clear at the latest Fed meeting is 

that the Fed is once again in data-dependent mode. The weaker the data 

the more likely it becomes that there will be more policy easing. 

> The fact that inflation continues to be softer offers the Fed a perfect 

excuse to add easing. After all, easing is a legitimate means for the Fed 

to achieve one of its policy goals.
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No way back for the Fed: An almost-100% probability of a cut in 2019 
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ISM manufacturing continues to drop 
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Europe

> ECB: The market is discounting a move by the ECB to follow the Fed in 

cutting rates later this year, by as much as much as 10 bps. In his Sintra

speech, ECB’s Draghi managed to instill easing expectations once more.  

He indicated the ECB was ready to act with further policy rate cuts in the 

“absence of improvement”. This not only implies the ECB sees risks 

being tilted to the downside, but also that it is convinced it can mitigate 

any negative consequences on bank profitability if deposit rates are 

lowered further. Draghi also stated that the inflation target is 

symmetric, indicating an overshoot of the 2% target can be allowed. 

Lastly, he pointed out that there is “considerable headroom” for QE left, 

suggesting the current issuer limit of 33% for asset purchases is not 

carved in stone.  

> Leading indicators like the IFO producer confidence index showed an 

absence of improvement as the expectations component of the index 

dropped to 94.2 in June, consistent with GDP growth in the Eurozone of 

just under 1%. Other indicators like the Markit Eurozone Composite PMI 

strengthened further from 51.8 in May to 52.2 in June, showing signs of 

a pick-up in the pace of economic activity, mainly in the services sector. 

The divergence between manufacturing and services performance has 

become historically large and it is important to watch how this gap 

closes. Either manufacturing picks up on the back of easing trade 

tensions (which is challenging as the US said it is considering imposing 

additional tariffs on EU exports) or the troubles facing manufacturing 

eventually spill over to the services sector.  
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IFO leading indicator shows an absence of improvement

Eurozone CPI softens  
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Japan

> BOJ: the BOJ stood out during this round of central bank meetings. It 

did so by not changing or promising anything. As expected it did 

indicate that external economies pose a risk that should be monitored 

closely. While the BOJ has fewer options to ease (it already owns 

roughly 45% of all outstanding government bonds) than the ECB and 

the Fed, further monetary policy steps can't be ruled out if.

> While economic surprises remain negative, they continue to move 

upwards towards zero. This sign of improving momentum unfortunately 

isn’t fully substantiated by the other data points that came in this 

month. Both business and consumer confidence continued to 

deteriorate. A positive is that employment continues to hold up nicely. 

The unemployment rate remains close to cyclical lows. The tightness of 

the labor market is also confirmed by the extremely high level of the 

job-to-applicant ratio. Unfortunately, as is the case across different 

developed markets, this strength hasn’t translated into stronger wages. 

> Stagnant wages and rising inflation (although slowly and from a low 

base) has eroded purchasing power in Japan in the past months as real 

wages got squeezed. This month there was some relief for purchasing 

power as inflation came in a bit weaker. The core-core inflation index, 

that excludes energy and fresh food, and which is the gauge preferred 

by the BOJ, came in at 0.3% on a yearly basis. This was weaker than last 

month and inflation remains far below the ambitious target of 2.0%.  

For now we expect the BOJ to continue on the current policy path. 
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Negative macro real wage YoY

BoJ’s May ‘core core’ decreased to 0.3% (YoY) 
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China

> PBOC: For the Chinese economy the risks are tilted to the downside. The 

current truce with the US on trade remains fragile, and could unravel 

again quickly, resulting in tariffs on an additional USD 300 billion of 

Chinese exports and a negative impact growth.

> To mitigate trade-related risks, which is already showing up in a strong 

decline in domestic manufacturing employment, Chinese policy makers 

will likely prefer to ramp up monetary stimulus rather than continue 

deleveraging efforts. Trump also has given carte blanche for a further 

depreciation of the renminbi, speaking favorably about the benefits for 

American consumers of a lower dollar price of Chinese imports despite 

the tariffs. 

> Money growth, M1, has not accelerated yet, but a closely watched 

“credit impulse” metric is about to leave negative territory. Domestic 

credit growth (y-o-y) is running at 10%, the lowest observed in the past 

20 years. If growth were to surprise more to the downside in the near 

term, broader-based easing measures such as RRR cuts for medium-

sized and larger banks (as in Q4 2018 and in January 2019) and actual 

cuts in the reverse repo rate, will become more likely. 

> Leading indicators suggest the current pace of growth in China is 

running close to, but below, the growth objective of 6%- 6.5% set by 

the Chinese State Council. Real-activity indicators like electricity 

production (2.9% y-o-y) and railways freight (6.8% y-o-y) have slowed.  
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Another cut in the reserve requirement ratio?  

Economic growth tilted to the downside of the 6% growth target 

>
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Equities (I)

> Last month we posed the question whether the equity market would 

perceive a Fed rate cut as taking out insurance or as an emergency 

measure to counter immediate recession risk. Our take was that a 

eventual truce between US and China struck at the G20 would make the 

market more receptive to see a Fed rate cut as an effort to extend this 

already record long US economic expansion. We now have a truce in 

place as Xi and Trump managed to get along in Osaka. Also Powell has 

clearly framed the nature of a forthcoming Fed rate cut as pre-emptive 

saying that ”an ounce of prevention is worth more than a pound of 

cure”. In response, global equity markets ended June 5.7% higher. 

> Equity markets tend to predict too many recessions rather than missing 

out on one. From that perspective, the exceptionally strong and broad 

based June equity returns suggests the chance on an imminent 

recession is slim. As equities typically start a bear market 3-4 months 

ahead of a recession. Another indicator that the economy is not hurtling 

towards a recession is seen in the behavior of US profit margins. US 

corporate profitability remains at a historically elevated level at 10.7%  

of US GDP. Normally profit margins decline steadily for 5-6 subsequent 

quarters preceding a recession. 

> US profitability could prove to remain resilient as the Fed manages to 

extend the cycle, but confidence indicators like the ISM suggest the US 

and other major economies are still experiencing decelerating growth 

which caps the near term upside on earnings as the fallout from 

increasing tariffs becomes more visible.  
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US profit margins remain well above average in this record long expansion  

For Europe, earnings expectations have been on a downtrend for 2019   
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Equities (II)

> Our view that earnings are capped on the upside in the near term is 

reflected in corporate analyst earnings revisions. Global 12-month 

forward earnings expectations have been downgraded steadily lately. 

The global earnings revision ratio is now at 0.6, well below 1,  the level 

that separates net upgrades from net downgrades. Analysts apparently 

prefer to remain in the wait-and-see mode with regard to the size and 

effectiveness of forthcoming monetary stimulus, especially from China. 

The co-movement of global earnings revisions with Chinese broad 

money growth (which is still subdued) suggests that Chinese monetary 

policy is an important variable for global earnings growth and 

sentiment.

> A shift by the PBOC to a more dovish stance is a factor that could 

surprise markets positively in the next few months. Although this will 

only likely happens if the current truce between China and the US on 

trade were to break down. Unfortunately this would ultimately mean  

limited upside for equities. Central banks have reason to lean to the 

dovish side as macro and inflation surprises remain negative for major 

economies and are not expected to improve significantly as long as the 

current truce on trade does not translate into a more substantial deal. 

> Fundamentally, looking at the compensation offered in the equity 

market for taking equity risk, the equity risk premium, investors are still 

likely to be rewarded for staying invested in equities. This is despite the  

long march towards a trade deal. We remain overweight in equities. 
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Further easing by China would likely push earnings upgrades 

US equities look attractive relative to HY 
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Developed Market Equities 

> In June, developed market equity momentum underwent a big reversal 

from negative to positive. Year-to-date returns for most equity markets 

are now well into double-digit territory. 

> Based on monthly momentum of equity returns in local currency,  

momentum was strongest for US equities. Returns were supported by 

the dovish message from the Fed and the trade truce between China 

and US. S&P 500 equities gained 5.7% in June, followed by European 

Stoxx 600 equities gaining 3.9%. Returns in Japan were relatively 

modest, with a 1.3% monthly return for the Nikkei 225 equity index. 

Long-momentum signals (12M-1M) improved as well, with the US signal 

the strongest at 3.2%. European long momentum notched higher, but 

remained negative at -0.25%. The signal for Japan equities remained 

firmly negative.

> Equity valuations went up for US equities, as demonstrated by the 

cyclically adjusted price-earnings ratio (CAPE) in the US rising above 30. 

The anticipation lately in financial markets of Fed rate cuts has boosted 

the present value of future corporate earnings, which partly contributes 

to rising equity valuations in the US. US equities look expensive, but US 

valuations are likely sustained by market optimism on better future US 

earnings growth relative to European counterparts. The Eurozone still 

struggles with Brexit uncertainty and a low-rate environment 

challenging the profitability of European banks. European CAPE at 16.7 

remains well below its long-term average and shows a sizeable discount 

to US equities of 45%.   
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Developed equity momentum makes a major U-turn       

Europe getting cheaper, US more expensive       
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Equities: Emerging vs Developed

> Emerging markets also profited from dovish central banks and the 

relatively benign outcome of the G20. Emerging market equities rose 

4% in June, against a 4.3% rise of global equities.

> A dovish Federal Reserve has historically been positive for emerging 

market assets, especially when this is accompanied by a weaker US 

dollar. The latter, however, is not a given. In addition, a widening gap 

in GDP growth rates between EM and DM is often accompanied by 

emerging outperformance. But, just like in DM, the EM Manufacturing 

PMI has fallen to below 50. Technically, the EM PMI remains above the 

DM PMI, but what the graph on the top left mainly confirms is that 

growth momentum is weak in both regions. 

> Earnings momentum in emerging markets remains sluggish on an 

absolute level and moderate on a relative level. Earnings revisions 

ratios remain pretty depressed in most regions, but at the same time 

are not low enough to send a contrarian signal.

> Valuations of emerging market equities remain attractive especially 

compared to US equities. However, momentum has waned in recent 

months as the trade dispute between China and the US flared up.

> We remain neutral on EM equities for now, waiting for more 

transparency on the path of future GDP growth.
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EM v DM: Manufacturing PMI

Earnings revisions
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Real estate

> Global real estate was the exception in June, missing out on the broad-

based rally as sentiment turned more upbeat in anticipation of the G20, 

and on dovish rhetoric from the Fed. Global real estate unhedged in 

euro was the only major asset class with a negative performance in 

June, losing 0.6%. 

> It is normal to expect real estate to lag equities as sentiment improves. 

The extent of the performance gap with global equities – at 6% this 

month – is however surprising, as the relative performance of real 

estate compared to global equities has clearly undershot the move in 

global bond yields.  

> A cooling of prices in key residential real estate markets and disruptive 

forces in the office market keep real estate investors at bay. The real 

estate market is in transition, with investors moving away from 

traditional retail, industrial and office sectors, to alternatives like health 

care, logistics development or flex offices.   

> From a valuation point of view, real estate dividend yields are 

somewhat (0.8%) higher compared to global equity dividend yields, but 

are still below historical averages. However, the cyclically adjusted PE 

for global real estate, now at 17, shows real estate is more attractively 

priced compared to global equities. All in all, we stick to the neutral 

position of real estate in the portfolios.
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Relative performance of real estate lags the move in global bond yields 

Dividend yield differential remains below average 
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AAA Bonds (I)

> In June it was all about central banks. Market expectations were very 

high but neither Draghi nor Powel disappointed. The message was 

clear: monetary easing is coming and the only uncertainty that remains 

is how much and, in the case of the ECB, what form it will take. 

> It is now very clear that the period of normalization is behind us and 

that central bankers are firmly back in risk management mode. Draghi 

and Powel used different wording, but their message was the same: 

downside risk will not be tolerated. When central bankers are that clear, 

it should be obvious to all market participants that resistance is futile 

and that you should just go with the flow. 

> As expected, yields dropped across the board. In sovereign bond 

markets, peripheral bonds were amongst the biggest beneficiaries. 

While the change in German 10-year yield was not that impressive, it 

did reach a new all-time low in June (at the time of writing). The main 

driver of the move lower in nominal yield was real yields. This implies 

that growth concerns are the main worry. The market now is firmly back 

into yield-grab mode, so expect spreads tighter, rates lower and curves 

flatter.    

> One of the biggest concerns amongst central bankers remains the 

fragility of the inflation environment, as it continues to be incredibly 

difficult to keep inflation in an upward trajectory. The continued 

downward pressure on inflation created by technological innovation is 

strong and remains a counter force to cyclical inflationary pressures. Source : Bloomberg & Robeco 
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Source: Bloomberg & Robeco  

US 10 years: drop mainly driven by real yields the past period    
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AAA Bonds (II)

> The question is to what extent do central banks need to react to this, 

given that employment and wage trends still look favorable. We do 

have to be sympathetic to the predicament in which central banks find 

themselves. Beside the normal uncertainty regarding the economic 

environment they also continuously need to be aware of political 

developments (Brexit) and trade scrimmages. 

> Economic surprise indices for Japan and Europe improved, while that 

for the US continue to deteriorate. This underperformance of US data is 

something that started to show up the last couple of months. The 

reason for this divergence between the US and the rest is probably that 

the impact of the trade dispute is only now starting to be felt in the US, 

as the benefits of the tax cuts start to wear off.  

> Our base case remains that in general the global economy is not great, 

but not terrible either. The fact that banks opted to provide monetary 

support in such an environment should be a boon for all asset classes, 

and sovereign bonds are no exception. We, however, have decided not 

to change our allocation to sovereign bonds and remain neutral. If 

central banks are indeed successful, reflation will need to be priced in, 

which would cause upward pressure on the back end of the curve. This 

is not favorable for bonds. We therefore think that there are other asset 

classes better capable of capitalizing on this environment, and we 

opted to increase our exposure to equities.

Source: Bloomberg & Robeco  
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Economic surprises: US lagging Eurozone and Japan  

Source: Bloomberg & Robeco 

5y5y inflation: it’s difficult to keep inflation expectations from dropping
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Investment Grade Credits

> As another beneficiary of the reversal in monetary policy and the 

renewed dovish stance of the ECB, investment grade credits squeezed 

out another 1.5% in returns in June. Both yields and spreads declined, 

with the former having the biggest impact on performance.

> As laid out in this month’s special, credits tend to perform well for a 

brief period after the first Federal Reserve rate cut, which is expected in 

July. However, taking into account current fundamentals, we are not 

willing to try and capitalize on this potential ‘sugar rush’.

> First, we continue to believe we are in the later stages of this economic 

cycle, a phase in which credits have struggled historically. Spread 

widening typically occurs in the early part of the rate-cutting cycle.

> Second, while technicals have improved on the back of central bank 

policy, fundamentals remain sluggish. Earnings growth is pressured, 

defaults are absent, leaving zero room for improvement and, most 

importantly, leverage is both high and rising. 

> Third, valuations are not attractive. While spreads have room to come 

in a bit further, the effective yield, as shown in the graph on the top left, 

is very low. This is especially the case for Eurozone credits where the 

yield to worst has fallen to 0.50%. We believe other asset classes offer 

better valuation. 

> We remain underweight credits.
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> Global high yield bonds reached a fresh all-time high in June after rising 

2.5%. Both the strong decline in government bond yields globally and 

the tightening of spreads added to the return. In June the average 

spread declined by almost 60 bps to 420 bps.

> As mentioned in recent months, we don’t see much more upside for 

high yield bonds, especially from a relative perspective. The global 

economy has entered the later stages of this economic cycle, which 

historically is a phase in which high yield bonds tend to struggle. 

> In both the US and the Eurozone the default rate increased. In the US, 

the rate rose to 1.7%, up from 0.98% in April, the lowest level since 

2014. Defaults remain low, but the number of high yield bonds 

experiencing 10-point price drops is steadily increasing. 

> Leverage is increasing at a faster pace in recent months as companies 

are issuing vast amounts of debt, often with none or very light 

covenants. At the same time EBITDA continues to be pressured and is 

expected to show negative growth again in Q2. 

> Valuations remain relatively unattractive with spreads now close to 400 

bps. Obviously, another liquidity injection by central banks is likely to 

benefit high yield bonds as well, but at this point we see more upside in 

local currency emerging debt and particularly equities.

Source: BofA Merrill Lynch & Bloomberg
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Source: Robeco & Bloomberg

High yield – Spread

High yield – defaults

High Yield
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Emerging Market Debt 

> Local currency emerging market debt realized a positive return of 2.7% 

in June, bringing the total for this year to 8.5%. As the chart at the top 

left shows, this has everything to do with the collapse in global bond 

yields, which took emerging yields down as well. The chart also shows 

that spreads have not tightened, reflecting the amount of idiosyncratic 

risk that is attached to the asset class.

> Central bank dovishness, a weaker US dollar and stronger global growth 

are all factors that tend to benefit local currency emerging debt. After 

the June central bank policy meetings, dovishness is once again 

abundant. Unfortunately this is not the case for global growth. 

Momentum is weak, with Manufacturing PMIs and some Services PMIs 

around the globe near or even below 50. This seems to prevent a more 

structural depreciation of the US dollar as well. Next to that, slower 

growth often means less willingness by investors to ignore idiosyncratic 

risks, for example those concerning Turkey and South Africa.

> Emerging currencies do offer some value, also against the euro. In 

addition, spreads look decent compared to high yield bonds and credits. 

Based on total yield, however, we are close to historical lows. It’s the 

current murky macro scenario which prevents us from becoming more 

constructive. We remain neutral on local currency emerging market 

debt, reflecting our more positive stance relative to credits and high 

yield, in which we remain underweight.

Source: Thomson Reuters Datastream, Robeco
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Source: Bloomberg, Robeco

Emerging market debt in local currency – spread and yield

Emerging market currencies against the euro
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FX (I)

> The Canadian dollar came out on top in June. One thing that became 

apparent in June was that interest rate support – or the lack of it –

remains important for currencies. The poster child of this theme was 

without a doubt the CAD-USD currency pair. This pair was the best-

performing currency pair within G-10 this month. 

> In June the Canadian dollar and the Norwegian krona were the only two 

currencies for which the market continued to expect further tightening 

by the respective central bank. The expectations by the market are 

driven by the fact that both economies continue to perform relatively 

well. 

> In Canada the latest inflation number came in higher than expected; 

the fact that the Fed is easing is also supportive.  The Canadian 

economy normally benefits substantially from US easing. So in the near 

term there are no triggers for the Bank of Canada to ease policy. This is 

a massive support for the currency as currently most other central banks 

are in the process of eroding monetary support for their respective 

currency through easing policies. Another currency that stand out in this 

respect is the Norwegian krona. Its central bank finds itself in a similar 

situation as the bank of Canada, as the local economy is doing quite 

well and the data continues to surprise on the up side.

> At the other end of the spectrum we find the currencies that have lost 

rates support. There are quite a few currencies that currently fall into 

this bucket. 

Source: Bloomberg, Robeco
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Source :Bloomberg, Robeco

G-10 currencies :the loonie comes first in June 

Eco surprises : massive divergence between Canada, Norway VS G-10s  
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FX (II)

> While rate expectations were scaled back the most for the Danish 

krona, it wasn’t the weakest currency within G-10. That was the USD in 

June. The main reason for this was probably that the USD had the most 

to lose as it was the currency that offered the highest carry within the G-

10 grouping. The latest Fed announcement had a substantial negative 

impact on the USD.

> The  ECB once again was able to accomplish what few expected they 

were capable of doing, namely convince the market that it still has 

sufficient means to ease and that it is willing to use them if deemed 

necessary. It is also important that the trigger to act is not that things 

need to deteriorate further but that “absence of improvement” is 

sufficient. Thus, the barrier to act has been lowered considerably. In 

both the US and the Eurozone the data isn’t offering much support. 

While not overly weak, it doesn't provide a tailwind either. It is 

noticeable that European data is starting to come in more in line with 

expectations while data out of the US keeps disappointing.

> We have been looking for some time for the opportunity to go long EUR 

against the USD, as we expected the interest rate differential to 

compress. This compression indeed played out but, rather than it being 

driven by  improvement in European data, it was triggered mainly by 

disappointing developments in the US. This changes the dynamics and 

makes us hesitant to engage. For now we remain on the side lines.
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Market only expects monetary tightening in Norway an Canada 

Source: Bloomberg & Robeco

Market expectation on how ECB will provide additional easing
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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 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 (“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 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
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 
of 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 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.
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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 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 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 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 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 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
The Spanish branch Robeco Institutional Asset Management B.V., Sucursal en España, having its registered office at Paseo de la 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.O. 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 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.

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 à 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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