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Conservative Equities

European countries & sectors can be analyzed from a factor perspective
This kind of analysis provides a useful picture of European equity market

We are able to find attractive low-risk stocks in all sectors and countries

The Robeco European Conservative Equities strategy selects stocks based on our proven factor-based ranking model,
which leads to different tilts towards to and away from certain sectors and countries. As a result, our model outcome
gives a bottom-up picture of the relative attractiveness of countries and sector at any given moment, which is
complementary to the many top-down analyses that are performed by fundamental analysts and economists.

In this article, we investigate the current bottom-up attractiveness of European sectors and countries and provide a few
examples to illustrate how we are able to find attractive low-risk, high-income stocks with positive momentum across
the whole European equity market spectrum.
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Distribution of investment universe
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When building portfolios, we aim for diversified and active positions. Our starting point is to equal-weight top-ranked
stocks. However, in order to achieve a liquid portfolio, we scale up larger stocks and scale down less liquid names. Figure
1 shows the breakdown per sector and country of our broad European investment universe, applying a 50%/50%
weighing scheme of equal-weighting and market capitalization-weighting.” Currently, our investment universe consists
of almost 1,200 stocks while the MSCI Europe only includes around 430 stocks.?

Figure 11 Distribution of the investment universe of Robeco European Conservative Equities
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Table 1 provides more detailed information. It shows the weight of each country/sector combination as a percentage of
the entire universe. We can see that Switzerland and Denmark represent a particularly significant portion of the health
care sector, due to pharma giants Novartis (CH), Roche (CH) and Novo Nordisk (DK). Similarly, Spain and Italy represent
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a significant portion of the Financials and Utilities sectors. On the other hand, the UK only accounts for a small portion

of the technology sector, while Switzerland appears to be relatively underrepresented among consumer discretionary

stocks.

Table 11 Country/sector distribution and # of stocks within investment universe Robeco European CE

Britain France  Germany Switzerland Sweden
Industrials 3.6% 2.9% 2.5% 2.2%
Financials 4.3% 1.4% 1.6% 1.8%
Consumer Discretionary 3.3% 2.0% 2.2% 0.6%
Health Care 1.7% 1.1% 1.1% 3.1%
Consumer Staples 3.1% 1.0% 0.4% 1.9%
Materials 1.6% 0.5% 1.2% 0.9%
Information Technology 0.7% 0.7% 1.4% 0.6%
Communication Services 1.1% 1.0% 0.9% 0.2%
Energy 1.3% 0.9% 0.0% 0.0%
Real estate 1.3% 0.4% 0.8% 0.3%
Utilities 0.8% 0.5% 0.2% 0.0%

22.7% 12.6% 12.3% 11.6%

# of stocks 248 118 136 103

Source: Robeco. As of 28 February 2019.

1This weighing scheme comes close to our actual weighing scheme
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Netherlands  Spain Italy Denmark  Finland # of stocks
0.8% 0.8% 0.6% 0.7% 0.7% 17.6% 247
0.9% 1.3% 1.6% 0.4% 0.4% 17.2% 182
0.2% 0.5% 0.7% 0.2% 0.1% 12.0% 162
0.4% 0.2% 0.2% 1.2% 01% 10.3% 92
0.4% 0.1% 0.1% 0.3% 0.1% 9.5% 74
0.5% 0.1% 0.1% 0.2% 0.4% 8.1% 91
0.8% 0.3% 0.1% 0.1% 0.3% 5.8% 71
0.1% 0.5% 0.2% 0.0% 0.2% 5.5% 74
0.9% 0.3% 0.5% 0.0% 0.1% 5.5% 53
0.2% 0.2% 0.0% 0.0% 0.0% 4.6% 80
0.0% 0.8% 0.7% 0.1% 0.0% 3.7% 45
5.2% 5.0% 4.8% 3.2% 2.3% 1171

54 61 71 39 30

2\We take broad market indices such as the S&P BMI and the MSCI IMI Index as the starting point, and apply a minimum liquidity and market cap filter. Currently, this
leads to 1,171 European stocks in our investable universe. We also include Poland, Hungary and Czech Republic, which are officially part of the EM universe, but which we

view as part of Europe.
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European Conservative Equities: our active approach to low-volatility investing

Robeco European Conservative Equities is our active approach to low-volatility investing, or put differently, a defensive
multi-factor strategy. The figure below recapitulates the factors and variables considered in all our Conservative Equities
strategies. With our ranking model, we create a portfolio of top-ranked stocks, based on a bottom-up, factor-based stock
selection process.

Low-risk: statistical and forward-looking factors

Volatility Beta Distress risk Valuation Momentum
Short-term and Short-term and Probability of Focus on defensive Price momentum
long-term stock long-term correlation default and credit value variables like Analyst revisions
price variation with markets spreads payout yield Credit momentum

Combination of adaptive and stable variables Reduce AVOId. AV0|d. el S.tOCkS
L o expensive with negative
captures low-risk in a robust way tail risks

low-vol stocks

momentum

Our straightforward and transparent ranking approach enables us to always relate every holding, every sector or country
tilt and every transaction to (a change in) the different factor scores.> We see this as a clear advantage compared to
more complicated mathematical techniques used by some of our competitors, such as minimum variance optimizations.
Moreover, because our weighing scheme relies mostly on straightforward equal-weighting,* we create diversified,
actively-positioned low-risk portfolios, where all sectors and most countries in our European investment universe are
represented.

We are of the opinion that it is important to utilize a multi-dimensional approach to risk, and to include return factors
like value and momentum, in order to avoid low-risk stocks that are expensive and/or in a negative trend. In our view,
selecting stocks solely based on one measure of risk, such as volatility or beta, is suboptimal, as it ignores information
from other factors and variables. Later on in this paper, we give examples of how this currently plays out in the Financials
and Consumer Staples sector.

In our analysis, we made the following choices:

* We looked at our entire investment universe of almost 1,200 European stocks

e We focused on two low-risk factors (volatility, beta), dividend yield, price/earnings and price momentum.> This
is a selection of variables from our ranking model that consists of more than 25 variables

e Qutliers were capped at the individual variable level®

e Our primary focus has been on the top-down sector analysis. From there, we looked at differences between
countries. We believe the business model (i.e. sector) is more important than the country the company is based
in, especially in the integrated European market.

3 This in combination with our portfolio construction requirements such as concentration limits on individual stock positions, outside index exposure and relative limits on
sector, industry group and country exposures.

4 Equal-weighting is our starting point, but we take size, liquidity and transactions costs into account when scaling positions.

5 Volatility and beta are based on a 3-year lookback, dividend yield and P/E are based on trailing dividends and earnings and price momentum is based on 12-1 month
momentum.

6 For volatility, beta and dividend yield, we capped the variable at the highest and lowest 1% percentile. For P/E, we capped P/E’s at 0 and 50 times earnings.
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Total sector attractiveness

Table 2 ranks the 11 GICS sectors based on their attractiveness according to our bottom-up stock selection model. We
can make several observations based on our analysis:

1. Unsurprisingly, more defensive sectors like Utilities, Real Estate and Consumer Staples score well, while the
cyclical sectors Information Technology, Materials, Consumer Discretionary and Industrials are less attractive.

2. Moreover, the value character of both the Financials and Energy sector is clearly visible, as are the growth-like
characteristics of the Information Technology and Health Care sector, which tend to have a higher valuation
and a lower dividend yield.

3. Currently, large defensive consumer staples stocks such as Nestle, L'Oréal, Diageo and Pernod Ricard are
appreciated for their stability and therefore have a higher valuation than the market’s average.

4. The Financials sector combines a relatively low volatility with an above-average beta. We will analyze this further
in the next paragraph.

Table 2 | Overall sector attractiveness based on the Robeco Conservative Equities model

Rank Volatility Beta Dividend yield Price/earnings  Momentum
Utilities 1 20.4 0.8 4.2% 16.7 0.23
Real estate 2 17.3 0.6 2.7% 12.9 0.10
Consumer Staples 3 19.4 0.7 3.1% 21.8 0.07
Energy 4 27.8 1.0 4.2% 14.2 0.11
Communication Services 5 24.5 0.9 4.1% 21.2 -0.01
Health Care 6 253 1.0 2.1% 24.6 0.15
Financials 7 23.8 11 4.5% 14.1 -0.11
Industrials 8 24.9 1.0 2.8% 20.8 -0.05
Consumer Discretionary 9 25.7 0.9 3.1% 18.5 -0.04
Materials 10 28.0 1.2 3.4% 17.7 -0.02
Information Technology 11 29.8 1.1 1.7% 24.1 -0.02

Source: Robeco, Bloomberg. As of 28 February 2019

The Utilities sector currently comes out as the most attractive sector. It scores well on our low-risk factors, as well as on
dividend and price momentum. Meanwhile, the Information Technology sector turns out to be volatile, with low
dividends, high valuations and a negative momentum. Table 3 provides a few examples, for illustration purposes, of
attractive utility stocks and unattractive technology stocks. In total, we can currently choose from 45 European utility
stocks and 71tech stocks.

Table 3 | Examples of attractive utility stocks (top half) and unattractive technology stocks (bottom half)

Name Country Volatility Beta P/E Dividend Momentum
REDES ENERGETICAS NACIONAIS ~ PORTUGAL 14.6 0.56 17.9 6.5 12%
ENDESA SA SPAIN 204 0.86 16.3 6.3 32%
ELIA SYSTEM OPERATOR SA/NV BELGIUM 14.8 0.39 141 2.6 28%
IBERDROLA SA SPAIN 19.1 0.95 15.5 4.6 23%
TERNA SPA ITALY 17.3 0.69 15.4 41 20%
RED ELECTRICA CORPORACION SA  SPAIN 19.5 0.74 141 53 30%
UNITED UTILITIES GROUP PLC BRITAIN 20.9 0.51 15.7 4.8 31%
Name Country Volatility Beta P/E Dividlend Momentum
ISRA VISION AG GERMANY 45.9 1.51 33.6 0.3 7%
MELEXIS NV BELGIUM 324 132 20.9 37 -28%
S&TAG AUSTRIA 38.5 1.52 373 0.6 2%
S.O.LTEC. FRANCE 49.5 1.80 217 0.0 7%
INFINEON TECHNOLOGIES AG GERMANY 26.2 142 17.8 14 -10%
CANCOM SE GERMANY 304 144 337 1.4 -14%
RENISHAW PLC BRITAIN 304 1.00 24.6 1.4 -5%

Source: Robeco, Bloomberg. As of 28 February 2019
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European Financials: a large and diverse sector

Aggregated stock selection effects in our fund are usually quite large in the Financials sector, which is the biggest sector
in the MSCI Europe Index.” This large effect is the result of the diverse character of the sector, which consists of both
high-risk and low-risk stocks. The sector consists of high-beta universal banks in France, Italy, Spain and Germany but
also of stable (re)insurance companies and mid-sized banks that exhibit much lower levels of volatility.

Table 4 shows the scores of banks and insurance companies. Clearly, insurance companies score better on our low-risk
measures, which explains their higher overall rank. Dividend yields are relatively high for both kinds of companies, but
banks are more attractively valued, mainly due the higher risks associated with banks in Southern Europe. Currently,
momentum is better for insurance companies, as 2018 was a tough year for most bank stocks.

The fund avoids large banks in the Eurozone, but is invested in banks in Scandinavia and Switzerland and in insurance
companies across Europe. This explains the fund’s overall overweight in the sector.

Table 4 1 Overall attractiveness of bank and insurance stocks based on the Robeco Conservative Equities model

Volatility Beta Dividend yield Price/earnings  Momentum
Banks 26.0 1.2 4.7% 11.5 -0.20
Insurance 20.0 1.0 4.7% 16.5 0.01

Source: Robeco. As of 28 February 2019

As a result of the diversity of companies included in the sector, the stock return dispersion is typically higher than in other
sectors. Stock selection effects are also higher, as we are mainly invested in low-risk financials.

Figure 2 further shows the heterogeneity of the sector, displaying the 2018 returns of all its constituents. For example,
several bank stocks dropped significantly in value, while numerous insurance companies showed double-digit returns.
Because the fund has an overweight in stable insurance stocks, stock selection within the Financials sector was the
largest contributor to the positive excess return in 2018.

Figure 2 12018 return distribution European financial sector & top 10/bottom 10 returns

. . . Name Country Industry group 2018 return
2018 returns of Financial sector constituents Aker ASA NO Investment Companies  518%
60% Jardine Lloyd Thompson Group PLC  GB Insurance 51.0%
BinckBank NV NL Diversified Finan Serv 44.8%
20% Hypoport AG DE Diversified Finan Serv 34.5%
Tryg A/S DK Insurance 30.5%
Sofina SA BE Holding Companies-Diver: ~ 29.3%
20% ||||||” ”HH Swiss Life Holding AG CH Insurance 28.2%
Poste Italiane SpA T Insurance 24.2%
i WWWWWWWWMMWW“W“MM”MMMM| Hannore ReckSe D e ad
Admiral Group PLC GB Insurance 20.8%
-20% HH“ HHHHHH“H Arrow Global Group PLC GB Diversified Finan Serv -A1.7%
Alpha Bank AE GR Banks -47.7%
-40% Danske Bank A/S DK Banks -47.7%
Commerzbank AG DE Banks -50.1%
60% Hoist Finance AB SE Diversified Finan Serv 527%
Credito Valtellinese SpA T Banks -56.6%
Banca Monte dei Paschi di Siena SpA IT Banks -62.5%
-80% Metro Bank PLC cB Banks 636%
National Bank of Greece SA GR Banks 64.6%
-100% GAM Holding AG CH Diversified Finan Serv 76.1%

Source: Robeco. 2018 calendar year performance in local currencies.

Related to this are the large differences in stock price volatility and beta of the sector’s constituents. This can be seen in
Figure 3, showing how diverse the sector is. Moreover, the relation between beta and volatility is not that clear-cut as
many investors might expect, which shows the importance of having a multi-dimensional approach to the low-risk factor.

7 In our weighing scheme on page 2, Industrials is the largest sector, as that sector contains a relatively large number of names. However, in the market-cap weighted
MSCI Europe, the Financials sector is dominant, having a 19% weight as of 28 February 2019, before Consumer Staples (14%) and Industrials (13%).
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Figure 3 | Volatility and beta of European Financials
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Source: Robeco. As of 28 February 2019.

Table 5 shows a sample of large financial stocks with a below-average volatility (<30%) but with a beta above 1.8
Hence, these stocks are not highly volatile per se, but they tend to be very responsive to the general market sentiment.

Table 5 1 Examples of high-beta financial stocks with a below-average volatility

Name Country Industry group Volatility Beta
ALLIANZ SE-REG GERMANY Insurance 19.1 133
BANCO SANTANDER SA SPAIN Banks 27.9 1.55
AXA SA FRANCE Insurance 251 1.35
BNP PARIBAS FRANCE Banks 26.6 143
PRUDENTIAL PLC BRITAIN Insurance 224 139
ING GROEP NV NETHERLANDS Banks 241 141
ZURICH INSURANCE GROUP AG SWITZERLAND Insurance 17.4 112
UBS GROUP AG-REG SWITZERLAND Banks 26.2 143
BANCO BILBAO VIZCAYA ARGENTA  SPAIN Banks 27.6 145
BARCLAYS PLC BRITAIN Banks 25.4 114
INVESTOR AB-B SHS SWEDEN Investment Companies 17.9 120
STANDARD CHARTERED PLC BRITAIN Banks 27.8 133
AVIVA PLC BRITAIN Insurance 212 1.20
LEGAL & GENERAL GROUP PLC BRITAIN Insurance 20.7 1.06
ASSICURAZIONI GENERALI ITALY Insurance 24.0 112
CREDIT AGRICOLE SA FRANCE Banks 26.2 138
ERSTE GROUP BANK AG AUSTRIA Banks 26.9 110
CAIXABANK SA SPAIN Banks 29.9 132
31 GROUP PLC BRITAIN Private Equity 217 115
AEGON NV NETHERLANDS Insurance 29.8 139
JULIUS BAER GROUP LTD SWITZERLAND Diversified Finan Serv 234 130
INDUSTRIVARDEN AB-C SHS SWEDEN Holding Companies-Divers 17.6 114

Source: Robeco. As of 28 February 2019.

8 The average stocks in our investment universe has a 3-year historical volatility of 30.1%. This is an equal-weighted volatility. The characteristics table later on gives the
market-cap weighted volatility, which is lower as large caps are generally less volatile.
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Consumer staples: Defensive but expensive

As Table 2 shows, the Consumer Staples sector comes out as a typical low-risk sector, which is no surprise given the non-
cyclical nature of most of the sector’s constituents. Nevertheless, the fund has only a modest overweight in the sector.
The reason is that many large consumer staples stocks come out as quite expensive in terms of valuation metrics such
as price/earnings. This also shows the drawback of selecting stocks based solely on their low-risk characteristics,
especially for investors who believe in the value premium. Table 6 gives a sample of large cap defensive consumer
staples stocks with low-risk characteristics, but also with an above-average valuation.

Table 6 | Low-risk consumer staples stocks with a relatively high P/E

Name Country Industry group Volatility Beta P/E
NESTLE SA-REG SWITZERLAND Food 12.9 0.71 27.7
DIAGEO PLC BRITAIN Beverages 17.2 0.73 25.4
ANHEUSER-BUSCH INBEV SA/N\ BELGIUM Beverages 211 1.02 36.3
L'OREAL FRANCE Cosmetics/Personal Care 16.1 0.93 32.8
RECKITT BENCKISER GROUP PLC BRITAIN Household Products/Wares  19.7 0.53 20.1
PERNOD RICARD SA FRANCE Beverages 16.3 0.75 28.2
TESCO PLC BRITAIN Food 25.4 0.88 203
HEINEKEN NV NETHERLANDS Beverages 15.7 0.81 27.3
CARLSBERG AS-B DENMARK Beverages 15.7 0.82 23.7
KERRY GROUP PLC-A IRELAND Food 18.4 0.48 30.9
BEIERSDORF AG GERMANY Cosmetics/Personal Care 16.0 0.63 26.6
SWEDISH MATCH AB SWEDEN Agriculture 22.3 0.72 21.7
WM MORRISON SUPERMARKET BRITAIN Food 17.7 0.58 21.8
COCA-COLA HBC AG-DI SWITZERLAND Beverages 23.0 0.84 251
ORKLA ASA NORWAY Food 16.7 0.33 20.8
KESKO QYJ-B SHS FINLAND Food 19.4 0.47 23.6
DAVIDE CAMPARI-MILANO SPA  ITALY Beverages 21.6 0.85 31.6

Source: Robeco, Bloomberg. 3-year volatility and 3-year beta against MSCI Europe. Trailing 12m P/E. As of 28 February 2019.
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Country analysis

Of course, we can do the same analysis from a country perspective, with the results displayed in Table 7. Interestingly,
the picture is less clear-cut when taking a country perspective, as we will see later on. This confirms our opinion that the
sector a company is related to, is more important than the country the company is based in. In other words, a British
bank stock will behave very differently from a British telecom stock, but will behave more in line with a French bank
stock.

1. Switzerland is the best-ranked country based on our bottom-up ranking, primarily due to the relatively low
volatility of Swiss stocks. The Swiss market is not a cheap market, due to the relatively high P/E of index
heavyweights such as Nestle, Roche and Novartis.

2. The UK comes out as quite uncorrelated with the rest of the European market and as quite attractive from a
dividend perspective, but volatility of UK stocks is rather high, on average.

3. The cyclical German market scores poorly on beta and negatively on momentum, while having an average
valuation.

4. The Italian market, which is characterized by a large portion of volatile banks, shows a higher risk profile. The
Italian market is however very diverse with highly volatile financial stocks and low-beta utility stocks.

5. The above-average beta of the Spanish and French markets can mainly be attributed to the high-beta character
of their large banks, as highlighted earlier in this paper.

Table 7 I Overall country attractiveness based on the Robeco Conservative Equities model

Total rank Volatility Beta Dividend yield Price/earnings  Momentum
Switzerland 1 21.0 1.0 3.1% 21.8 0.02
Belgium 2 22.8 0.9 3.1% 19.4 -0.04
Britain 3 25.2 0.8 3.8% 18.2 0.02
Spain 4 235 11 3.7% 17.5 -0.01
Sweden 5 23.6 0.9 3.1% 17.0 0.10
France 6 23.7 11 3.1% 21.2 -0.02
Netherlands 7 23.7 1.0 3.4% 18.7 -0.02
Denmark 8 24.7 0.9 2.2% 21.9 0.01
Italy 9 27.2 11 3.5% 16.1 -0.04
Germany 10 24.0 11 2.9% 19.2 -0.06

Source: Robeco, Bloomberg. As of 28 February 2019.

Combining country and sector scores

Having looked at the relative attractiveness of different sectors and countries, it is interesting to combine both
dimensions, to see how sectors score within a certain country, and vice versa. This is done in Table 8 for the total model
z-score.

Table 8 | Overall rank attractiveness of country/sector combinations

Overall score Switzerland Belgium Britain  Spain  Sweden France Netherlands Denmark Italy  Germany
Utilities 0.7 0.8 0.5 0.4 0.7 0.0
Real estate 11 11 0.4 0.2 0.9 0.3 0.4 0.6
Consumer Staples 1.0 0.1 0.5 0.0 0.8 0.6 0.6 0.8 0.4 0.0
Energy 0.1 0.5 0.6 0.6 0.7
Communication Services 1.0 0.6 0.3 0.3 0.1 0.1 -0.5 0.3
Health Care 0.6 -0.2 0.1 0.1 -0.6 0.3 -0.2 0.0 0.1 0.0
Financials 0.2 0.7 0.0 -0.2 0.2 0.2 0.2 0.1 -0.3 0.3
Industrials -0.2 -0.1 0.2 0.3 0.1 0.0 0.2 -0.3 -0.3 -0.2
Consumer Discretionary -0.5 0.2 -0.2 0.2 0.0 -0.4 -0.4 -0.4 -0.3
Materials -0.2 -0.5 0.2 -0.4 -0.3 0.0 -0.1 -0.3 -0.5
Information Technology -0.6 -0.7 0.1 0.0 0.1 -0.3 -0.7 -0.5

SOI;JI'CGI Robeco. Table shows aggregated z-scores. Only country/sector combinations that are >0.1% in our investment universe are shown. As of 28

February 2019.
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The color coding shows how the scores of stocks in a certain sector are much more homogeneous than the scores of
stocks in a particular country. The positive blue color is much more dominant in the upper half of the matrix (showing
the most attractive sectors) than it is from the left (showing the most attractive countries). This once again shows that,
in the integrated European market, the business activity (i.e. sector) of a company is more differentiating than the
country where the company is based in.

So is the current positioning of our Conservative European fund consistent with the relative attractiveness of different
countries and sectors?° Table 9 shows the current positioning and the different active sector and country tilts of the fund.
Again, we can make several observations:

1. While the overweight in Swiss and Belgian stocks comes as no surprise, the overweight in the Italian market
does. However, this position is entirely attributable to holdings in Italian utility stocks, such as Terna, Hera and
ERG.

2. Also, the underweight in the seemingly attractive UK market seems contradictory with the analysis above. But
this is due to a relatively small total position in several index heavyweights like HSBC, Unilever, Royal Dutch
Shell, AstraZeneca and British American Tobacco. Having an underweight in these stocks quickly leads to an
underweight in the UK market. The underweight in French stocks is the result of avoiding unattractively-ranked
large banks and expensive luxury-goods companies.

3. The sector over/underweights are more in line with our analysis of relative sector attractiveness. The overweight
in Financials is mainly driven by the holdings in stable insurance companies, the fund does not own any of the
large Eurozone banks.

Table 9 | Current country and sector positioning Robeco European Conservative Equities

Sector positioning Portfoho Ind_ex Active weight Country positioning Partfolio Index Active weight
weight weight
Real Estate [ | ] 15% B 2% | Belgum 1.6%, B so% |
Utilities | 4% Bl ss% ity 37%) ] 269% |
Financials | ] 19.0% || 296% | Switzerland 1.0%] m 247% |
Communication Services I 4.8% | 259% | Sweden 4.3%) n 221% |
Consumer Staples I 1B.9% m 232% | Netherlands 56% | 009% |
Energy | 8.2% 1 069% | Spain 4.9%| 1 089% |
Consumer Discretionary [N 9.4% B 2% | penmark 2.8% | | a10% |
Information Technology 1 53 [ 414% | United Kingdom 27.2%! [ 310% |
Health Care ] no%; I 443% | Germany Bow N 530% |
Materials | | 7.6% I “477% | France 17.8%| I 855% |
Industrials | | R | -4.88% ' '

Total 100.0%

Source: Robeco Performance Measurement. As of 28 February 2019. Only a selection of countries is shown.

9 We want to stress that a relatively high attractiveness of any given country/sector combination not necessarily leads to an overweight in the portfolio. The strategy only
buys stocks that make it to very top of the ranking. A country or sector can come out as attractive if all its stocks show decent scores, but if none of those stocks makes it to
the very top of the ranking, we might end up holding none or relatively few stocks in that segment. Also our weighing scheme is different, given our emphasis on equal-
weighting as opposed to the market cap-weighing scheme of the MSCI Europe.
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Conservative Equities: finding attractive stocks in every country and every sector

Sofar, we looked at the relative attractiveness of sectors and countries, based on their factor characteristics. This analysis
provides an interesting top-down overview of the European stock market, from the perspective of our low-risk, value
and momentum factors.

However, we want to emphasize that the Robeco European Conservative Equities strateqy is able to find attractive low-
risk stocks in all sectors and most countries across Europe. Table 10 gives a sample of stocks that are currently top-ranked.
The table shows the diversity of sectors and countries where we find attractive Conservative stocks. Therefore, although
a top-down factor analysis gives us very useful information on the relative attractiveness of countries and sectors,
diversified bottom-up stock selection is the name of the Conservative Equities game. Moreover, as our stock weighing
scheme is designed to deviate substantially from a stock’s index weight, stock selection effects typically dominate
allocation effects, which arise from our active sector and country tilts. With other words, bottom-up stock selection is
more important than the resulting active country and sector weights.

Table 10 I Sample of attractive Conservative Equities stocks

Name Country Sector Volatility Beta P/E Dividend yield Momentum
COLRUYT SA BELGIUM Consumer Staples 16.1 0.30 217 2.0 44%
MAGYAR TELEKOM TELECOMMUNICA HUNGARY Communication Services 1.6 0.19 1.2 53 9%
ICA GRUPPEN AB SWEDEN Consumer Staples 17.4 0.35 19.6 32 12%
REDES ENERGETICAS NACIONAIS PORTUGAL Utilities 14.6 0.56 18.0 6.5 12%
BEFIMMO BELGIUM Real Estate 141 0.48 15.5 3.6 3%
AXFOOD AB SWEDEN Consumer Staples 16.2 0.51 233 41 10%
ALLREAL HOLDING AG-REG SWITZERLAND Real Estate 1.3 0.44 16.1 39 7%
QINETIQ GROUP PLC BRITAIN Industrials 19.0 0.54 13.8 2.0 49%
ORIGIN ENTERPRISES PLC IRELAND Consumer Staples 229 0.52 1.9 39 2%
UNIPOLSAI ASSICURAZIONI SPA ITALY Financials 234 1.09 7.0 6.6 18%
ASSECO POLAND SA POLAND Information Technology 217 0.46 141 5.5 8%
ENDESA SA SPAIN Utilities 204 0.86 16.9 6.3 32%
JOHN LAING GROUP PLC BRITAIN Industrials 7.7 0.52 6.0 23 48%
GREENE KING PLC BRITAIN Consumer Discretionary 26.9 0.49 1.8 5.0 22%
GIMV NV BELGIUM Financials 12.0 0.54 121 5.0 2%
KOMERCNI BANKA AS CZECH Financials 7.2 0.50 121 5.0 4%
NESTLE SA-REG SWITZERLAND Consumer Staples 12.9 0.71 27.7 26 20%
EI GROUP PLC BRITAIN Consumer Discretionary 27.6 0.43 131 0.0 65%
SNAM SPA ITALY Energy 19.1 0.78 15.3 5.2 18%

Source: Robeco, FactSet. As of 28 February 2019.
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After all, our main goal is to have diversified factor exposures. This is illustrated in Table 11, which shows our portfolio
characteristics.

This is our favorite representation of the fund’s positioning, as it illustrates what the strateqy was designed for: creating
a diversified, actively positioned portfolio of low-risk stocks with a high dividend, attractive valuation and positive
momentum. Moreover, it shows the low turnover of the strategy and the impact of using client cash flows to do the
heavy lifting of rebalancing the portfolio towards top-ranked stocks with inflows while getting rid of the least attractive
stocks with fund outflows. This use of cashflows has significantly reduced turnover, and with that, trading costs.

Table 111 Portfolio characteristics Robeco European Conservative Equities

28-Feb-2019 Portfolio MSCI MSCI MinVol Summary

Risk

Volatility (holdings-based 3y) 18.9% 22.0% 18.8% Lower risk than MSCI, similar to MinVol
Beta (holdings-based 3y) 0.72 1.00 0.74

Distance-to-default 7.1 6.1 6.9

Valuation

Dividend yield 4.3% 3.7% 3.8% Higher dividend and better valuation than MinVol
Net payout yield 4.6% 3.8% 3.8%

Price/Earnings 14.6 14.8 17.5

Momentum

Price momentum (12-1M) 13.1% 0.9% 7.4% Better momentum and revisions than MinVol
Earnings revisions (3M, % net positive) 39.0% 23.1% 26.8%

Market cap

Large cap (>10 bIn USD) 58.8% 90.7% 83.4% Increased opportunity set with small and mid caps
Mid cap (<10 bln USD) 13.8% 9.3% 16.6%

% outside MSCI market index 27.4% 0.0% 0.0%

Other characteristics

Number of securities 168 438 181 Diversified, active and more sustainable portfolio
Active share 74% - 57%

RobecoSAM ESG score 56.8 54.4 50.6

Turnover

Expected turnover 25% - 20% Low turnover, average holding period 4 years
Realized turnover 7% 3% 17%

Source: Robeco, FactSet
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Conclusion

In this paper, we have looked at the relative attractiveness of sectors and countries in the European equity market from
a factor perspective. For this, we looked at the bottom-up factor scores of almost 1,200 stocks, aggregated in a top-
down view. Some of the variables we employ such as volatility, beta and dividend yield have a more structural character,
while price/earnings and momentum score are more responsive to market conditions and investor preferences.

Our analysis showed the relevance of a multi-factor approach™. For example, many stocks score differently on
supposedly highly-correlated low-risk factors, such as beta and volatility. This phenomenon is most prominent in the
European Financials sector. Moreover, we aim to avoid low-risk stocks that have a demanding valuation level, which is
currently the case in the Consumer Staples sector, or are in a downward trend. This is why value and momentum play a
significant role in our selection process, leading to a portfolio with good scores on these factors.

We also showed that Robeco European Conservative Equities is able to find attractive low-risk stocks in every corner of
the European stock market. Because our positions in individual stocks deviate significantly from their weight in the MSCI
Europe Index, stock selection effects typically dominate any allocation effects from our active sector and country tilts.

10 The factors and variables considered in this brief article are just a selection of the total list of variables we consider in our Conservative Equities
strategies. For example, we look at different lookback periods when considering volatility and beta. Moreover, we did not analyze distress risk scores
and we did not consider variables like payout yield, analyst revisions and credit momentum, which are all included in the model.
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Appendix: A proven track record since September 2007

Robeco QI European Conservative Equities started in September 2007 and has lived up to its investment objective of
achieving a higher Sharpe ratio than its reference index, the MSCI Europe Index, through showing equity-like or higher
returns at lower risk. Especially in more volatile periods like 2008, 2011 but also in the recent turbulent Q4 2018, the
fund showed its value by losing less in a down market. This has resulted in good compounded long-term relative returns.
The charts below illustrates this, showing risk and return since inception of the fund.

£ 10% -
=
T
& 8% A
6% Robeco Conservative
o
0 -
4% MSCI Europe
2% A °
0% T T T 1
8% 10% 12% 14% 16%
Volatility

Source: Robeco Performance Measurement and MSCI as of 31 December 2018. Monthly data in EUR, gross of fees. In
reality costs (such as management fees, transaction- and other costs) are charged. These have a negative effect on the
returns shown. The value of your investments may fluctuate. Results obtained in the past are no guarantee for the
future.

The table below shows the total and excess returns since inception versus the MSCI Europe and the MSCI Europe
Minimum Volatility Index. The fund has shown a similar risk level as the Minimum Volatility Index since inception, but
with higher returns. The yearly deviations from both indices can be quite high, as Conservative Equities has a unique
investment process of selecting low-risk stocks that also exhibit good value and momentum exposure. The inclusion of
the latter two factors did not contribute positively in 2018, but has led to good results since inception, also for our other
Conservative Equities strategies with a long track record, such as our global strategy since 2006 and our EM strategy
since 2011.

28-02-2019 Total return Risk-return inception

YTD 1Y 3Y 5Y 10Y Inception Volatility Return/vol
Ql European Conservative Equities  8.50% 2.79% 4.86% 6.64% 1.03% 5.56% 11.08% 0.50
MSCI Europe 10.60% 1.26% 6.84% 4.67% 9.98% 2.64% 15.00% 0.18
MSCI Europe MinVol 7.83% 6.59% 4.84% 7.02% 10.15% 4.39% 1.34% 0.39
28-02-2019 Excess return Risk-return inception

YTD 1Y 3y 5Y 10Y Inception Beta Alpha
Versus MSCI Europe -2.10% 1.53% -1.98% 1.96% 1.05% 2.93% 0.70 3.25%
Versus MSCI Europe MinVol 0.67% -3.80% 0.03% -0.38% 0.88% 117%

Source: Robeco Performance Measurement. Monthly data since inception September-07, gross of fees, based on net
asset value of Robeco European Conservative Equities Fund. In reality costs (such as management fees and other costs)
are charged. These have a negative effect on the returns shown. The fund and reference indices are unhedged for
currency risk as of June 30 2012. The value of your investments may fluctuate. Results obtained in the past are no
guarantee for the future. MSCI Minimum Volatility base currency for optimization is EUR. Inception date of this index is
June 2011, prior index data based on backfilled results as provided by MSCI.
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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.

Additional Information for investors with residence or seat in Brazil

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

Additional Information for investors with residence or seat in Canada

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

Additional information for investors with residence or seat in the Republic of Chile

Neither the issuer nor the Funds have been registered with the Superintendencia de Valores y Seguros pursuant to law no. 18.045, the Ley de Mercado de Valores and regulations thereunder. This document does not constitute an offer
of, or an invitation to subscribe for or purchase, shares of the Funds in the Republic of Chile, other than to the specific person who individually requested this information on his own initiative. This may therefore be treated as a “private
offering” within the meaning of article 4 of the Ley de Mercado de Valores (an offer that is not addressed to the public at large or to a certain sector or specific group of the public).

Additional Information for investors with residence or seat in Colombia

This document does not constitute a public offer in the Republic of Colombia. The offer of the Fund is addressed to less than one hundred specifically identified investors. The Fund may not be promoted or marketed in Colombia or to
Colombian residents, unless such promotion and marketing is made in compliance with Decree 2555 of 2010 and other applicable rules and regulations related to the promotion of foreign Funds in Colombia.

Additional Information for investors with residence or seat in the Dubai International Financial Centre (DIFC), United Arab Emirates

This material is being distributed by Robeco Institutional Asset Management B.V. (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 Peru

The Fund has not been registered with the Superintendencia del Mercado de Valores (SMV) and is being placed by means of a private offer. SMV has not reviewed the information provided to the investor. This document is only for the
exclusive use of institutional investors in Peru and is not for public distribution.

Additional Information for investors with residence or seat in Shanghai

This material is prepared by Robeco 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 Singapore

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

Additional Information for investors with residence or seat in Spain

Robeco Institutional Asset Management BV, Branch in Spain is registered in Spain in the Commercial Registry of Madrid, in v.19.957, page 190, section 8, page M-351927 and in the Official Register of the National Securities Market
Commission of branches of companies of services of investment of the European Economic Space, with the number 24. It has address in Street Serrano 47, Madrid and CIF W0032687F. The investment funds or SICAV mentioned in this
document are regulated by the corresponding authorities of their country of origin and are registered in the Special Registry of the CNMV of Foreign Collective Investment Institutions marketed in Spain.

Additional Information for investors with residence or seat in Switzerland

This document is exclusively distributed in Switzerland to qualified investors as defined in the Swiss Collective Investment Schemes Act (CISA) by ACOLIN Fund Services 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 ACOLIN Fund Services AG, Affolternstrasse 56, 8050 Ziirich, Zwitserland. 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 ub-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.

Version Q4/18


http://www.robeco.com/

