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Multi-Factor Credits
fund marks birthday
with outperformance

* Robeco Global Multi-Factor Credits adds 63 bps over benchmark
* Fund is overweight defensive sectors and underweight banks

» Enhancements made for ESG integration and the Value factor

“Putting your research to the test is always exciting, and if it then works out
well, then that's very satisfying.” That's how Patrick Houweling describes
celebrating the first anniversary of the Global Multi-Factor Credits fund, with an
outperformance chart to go with the birthday cake.

The fund uses the Low-Risk, Value, Momentum and Size factors to find outperforming bonds
in the global investment grade corporate bond market. Houweling’s background as a
quantitative researcher means that theory must work in practice if the fund is to succeed in

a market that is sensitive to volatility.

And it has certainly been an eventful year. Since the fund was launched one year ago it has
lived through the start of negative interest rates in the Eurozone, a US rate rise, a collapse in
the oil price, and finally the shock Brexit vote. But the result was ending the first year with
outperformance of 63 basis points, returning 6.73% for investors compared with 6.10% for

the benchmark.

The Brexit
balanced
out In the
end’




Sector allocation Deviation benchmark
Consumer Non Cyclical - 17.7% h 4.6%
Insurance _ 12.3% i 6.5%
Consumer Cyclical _ 10.7% 1 2.9%
Capital Goods - 10.3% ] 5.9%
Communications _ 9.1% -0.1%
Technology _ 8.7% 1 3.8%
Banking m 6.9% | 20.8%
lectric m 6.7% 1.0%
Owned No Guarantee h 4.6% ' 4.6%
Energy i 4.4% 1 32%
Basic Industry h 3.9% 0.4%
Other n 4.6% | 5.7%
Cash and Cash Equivalents | 0.2% | 0.2%

Asset allocation in the fund at 30 June 2016. Source: Robeco

Very volatile year

“It was a very volatile year, but nonetheless we stood our ground and ended the year with
63 basis points of outperformance, which was very satisfying for us,” says Houweling. “The
outperformance was higher during the year, but then it fell back a bit. We had some very
good months, particularly in December, January and February when there was a big sell-off
in banks and energy, where we were underweight to both sectors. So that's where we

profited a lot.”

“For the Brexit we had some good positions along with the bad, and it all balanced out in
the end, with hardly any performance impact despite everything that happened. We were
underweight UK banks but overweight in sterling-denominated bonds, and the fund is

hedged, so there’s no currency exposure.”

“The portfolio has been pretty stable, with a lower volatility than the market; we've generally
been overweight the more defensive sectors such as consumer non-cyclicals and technology.

Given the macro shocks seen during the year, in that sense that was a good call.”

“The ECB’s Corporate Bond-buying program has also been a significant disruptor to trading
conditions, but one that we were well positioned to weather due to our systematic approach

to liquidity identification.”

Factors behaved differently
Houweling says the main reason for launching the fund was client demand for this style of
investing which has been so successful in equity markets. The fund focuses on Low-Risk,

Value, Momentum, and Size to find the winners in corporate bonds.
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Performance: One year Q32015 Q4 2015 Q12016
EUR IH share class

Q2 2016

Robeco Global Multi-Factor 6.73% 0.66% 0.20% 3.26%
Credits fund, gross of fees

2.48%

Barclays Global Aggregate 6.10% 0.33% -0.11% 3.03%
Corporates Index (hedged into
EUR)

2.75%

The performance figures presented above correspond to the EUR IH share class of the Robeco Global Multi-
Factor Credits fund launched in June 2016. Performance for other share classes may vary. The value of
your investments may fluctuate, Past results are no guarantee of future performance. All data to 30 June

2076.

But these don’t always come into play at the same time, and often one factor can be in
vogue at the expense of others, depending on market conditions. That's why it's important

to adopt a multi-factor approach, he says.

“Inthe first seven months of the fund, the Low-Risk factor did particularly well, but then didn't
work well in the last few months because it was a bull market then,” Houweling says. “Value
was negative in the first half, but this reversed and contributed positively in the second half.
Overall, Momentum was the best factor over the whole year, whereas Value and Low Risk
complemented each other; where one did well in the first half, the other did well in the

second half, and vice versa.”

Better use of ESG
Houweling says he introduced two enhancements to the fund; one in how Environmental,
Social and Governance (ESG) factors are used, and another for making the Value factor more

responsive to prevailing market conditions.

“We have always used ESG integration to find risks that are beyond the scope of the quant
model, but from July 1 we have imposed a new constraint in the portfolio construction so
that the ESG score of the portfolio is at least as good as the ESG score of the benchmark,” he
says. “This means that if you have a choice between two bonds with the same scores from
the multi-factor model that drives the fund, we would pick the one with the better ESG score.
The portfolio already had a strong ESG score, so we don't have to change a lot, as the model

already has a preference for more sustainable companies.”
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Being more responsive

Keeping pace with constantly changing markets in a year that saw a collection of differing
macroeconomic shocks is another innovation. “We're constantly doing research and trying
to improve use of the factors.” Houweling says. “Our Value factor looks for the trade-off
between the credit spread and risk, where you look for bonds that are mispriced versus a
peer group of bonds with a similar risk profile. We've added a new risk measure that is more

responsive to changes in market circumstances.”

“We already used metrics like rating, leverage or profitability, but ratings tend to be sticky,
and accounting-based data only comes out quarterly. So we wanted a variable that was

more responsive, derived from market information.”

The fund is popular with pension funds and other institutional investors, and now has EUR
240 million in assets under management. There are six people in the team: Houweling and
his co-portfolio manager Mark Whirdy, plus two researchers and two database and tool
specialists. One of the researchers, Jeroen van Zundert, co-wrote an academic research

paper entitled ‘Factor investing in the corporate bond market’ with Houweling in 2014.
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http://papers.ssrn.com/sol3/papers.cfm?abstract_id=2516322

Important Information

Robeco Institutional Asset Management B.V., hereafter Robeco, has a license as manager of UCITS and Alfs from the Netherlands Authority for the Financial Markets in Amsterdam. Without further
explanation this publication cannot be considered complete. It is intended to provide the professional investor with general information on Robeco’s specific capabilities, but does not constitute a
recommendation or an advice to buy or sell certain securities or investment products. All rights relating to the information in this publication are and will remain the property of Robeco. No part of this
publication may be reproduced, saved in an automated data file or published in any form or by any means, either electronically, mechanically, by photocopy, recording or in any other way, without
Robeco's prior written permission. The information contained in this publication is not intended for users from other countries, such as US citizens and residents, where the offering of foreign financial
services is not permitted, or where Robeco's services are not available. 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 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

This document has been distributed by Robeco Hong Kong Limited (‘Robeco’). Robeco is licensed and regulated by the Securities and Futures Commission in Hong Kong. The contents of this document
have not been reviewed by any regulatory authority in Hong Kong. If you are in any doubt about any of the contents of this document, you should obtain independent professional advice.

Additional Information for investors with residence or seat in Singapore

This document has not been registered as a prospectus with the Monetary Authority of Singapore. Accordingly, this document and any other document or material in connection with the offer or sale,
or invitation for subscription or purchase, of Shares may not be circulated or distributed, nor may Shares be offered or sold, or be made the subject of an invitation for subscription or purchase, whether
directly or indirectly, to persons in Singapore other than (i) to an institutional investor under Section 304 of the Securities and Futures Act, Chapter 289 of Singapore (the “SFA”) or (i) otherwise
pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA.

Additional Information for investors with residence or seat in Australia

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 licence 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. It is being supplied to you solely for your information and may not be reproduced, forwarded to any other person or published, in whole or in part, for any purpose
Additional Information for investors with residence or seat in the United Arab Emirates

Robeco Institutional Asset Management B.V. (Dubai Office), 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 and does not deal with Retail Clients as defined by the DFSA
Additional Information for investors with residence or seat in France

In remuneration for its advisory and distribution activities in respect of the group's UCITS, the parent company will pay the entity in France a fee, in application of all the rules laid down by the Robeco
Group with regard to transfer pricing:

- equivalent to 1/3 of the management fees applied to institutional-type units that do not give rise to a distribution fee (which distributor "clients" such as private banks would receive, for example).

- equivalent to 2/3 of the management fees applied to "all investors" units that may, provided there is an agreement in place, give rise to payment of a distribution fee (which distributor "clients" such
as private banks would receive, for example) up to a maximum 50% of the management fees of the underlying UCIT. RIAM is a Dutch asset management company approved by the AFM (Netherlands
financial markets authority), having the freedom to provide services in France. Robeco France has been approved 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 Spain

The Spanish branch Robeco Institutional Asset Management BV, Sucursal en Espaa, 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. The fund Robeco Global Multi-Factor Credits forms part of the SICAV Robeco Capital Growth Funds, registered with
the CNMV under number 254. The fund’s prospectus and KIID are available, free of charge, at the registered office of Robeco in Madrid or via www.robeco.es.

Additional Information for investors with residence or seat in Switzerland

RobecoSAM AG has been authorized by the FINMA as Swiss representative of the Fund, and UBS AG as paying agent. The prospectus, the articles, the annual and semi-annual reports of the Fund, as
well as the list of the purchases and sales which the Fund has undertaken during the financial year, may be obtained, on simple request and free of charge, at the head office of the Swiss representative
RobecoSAM AG, Josefstrasse 218, CH-8005 Zurich. 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 value of the investments may fluctuate. Past performance is no guarantee
of future results. 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. The prospectus is available at the company’s offices or via the www.robeco.ch website. Performance is quoted net of investment management fees. The ongoing charges mentioned in
this publication is the one stated in the fund's latest annual report at closing date of the last calendar year.
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