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The Mexican wall of worry

* Opportunities in Mexican credits after Trump-induced sell-off
* Fears of trade war and import taxes were exaggerated

* Focus on value and contrarian approach paid off

Despite the huge sell-off in Mexican corporate bonds and negative sentiment
following the election of Donald Trump, contrarian credit investors Victor
Verberk and Reinout Schapers still found investment opportunities. “We
invested in Mexican credits last November and can now take profits.”

“I will build a great wall and make Mexico pay for it! Mark my words.” We all remember
those words of the then president-elect Donald Trump. He never made a secret of the fact
that he wanted to put globalization on hold and change US foreign trade policies. According
to Trump the US current account deficit is the result of bad trade deals in the past and the
increasing tendency for cheap foreign labor to replace hard-working Americans. Mexico is in
his eyes one of the main culprits. This message resonated well in the Mid-West and other
formerindustrial areas of America and won him the election. Mexico and its companies were

the victims.

Indiscriminate sell-off

The anti-Mexico rhetoric led to a sell-off in Mexican assets before, during and after the
elections. The rout was broad-based, affecting the currency, equity, sovereign and corporate
bond markets. In the week after Trump's victory, Mexican credit spreads widened particularly
significantly. The graph below shows the spreads of two Mexican credits during this period.
They spiked from an already elevated 160 basis points to over 200 bps on the day of the
election as hedge funds and asset managers sold their Mexican exposure. The sell-off in
Mexican bonds continued in the days that followed. Latin America and especially Mexico
have always been favorite off-henchmark positions for US investors and many of them still

had significant allocations to Mexico as they expected an election victory for Hillary Clinton.
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"We captured an
attractive "Trump
premium’ on our
Mexican credit

positions’




“The vicious sell-off last November encouraged us to take a sizeable position in Mexican
credits”, explains Reinout Schapers, lead portfolio manager of Robeco Emerging Credits and
co-portfolio manager of Robeco Global Credits. “We took our position based on the fact that
the sell-off was indiscriminate, that analysts were painting too gloomy a picture and because
our core belief is that credits with solid fundamentals will generally recover. When markets
panic we see opportunities, if everybody is selling we look to buy, provided the potential

returns compensate the risk we take.”

The asset selling was pretty much indiscriminate in the eyes of Verberk and Schapers.
Brokers, who were already negative befaore the elections, became even more so as they
expected trade deals to be renegotiated in favor of the US. The Mexican economy was
already struggling in terms of its growth prospects and this would hurt it even more. “All
these factors triggered us to look at under valuations in the Mexican credit market that we
could benefit from”, Schapers explains. “We started to ask ourselves a few questions. What
did Trump actually say? Which sectors was he targeting? And how many of his plans were

actually feasible?”

Spread movement of Mexichem and BBVA Bancomer credits after Trump election
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Renegotiation of trade agreements won't happen overnight

Trump is attacking the world outside the US in order to pursue his trade and employment
policy and Mexico has come under particularly heavy fire. But he is also targeting large US
conglomerates that have moved production south of the border since the 1980s. The fact
that there has been an influx of Mexicans into the US taking jobs away from Americans, not
to mention the drugs that cross the US-Mexican border just strengthens his case. According
to Trump, the North American Free Trade Agreement (NAFTA) should be renegotiated and a

security wall built between the two countries.

“Trump has been saying quite a lot about trade, however his key themes are the
renegotiation of existing trade agreements like NAFTA and the introduction of a so-called

border-adjustment tax of 20%”, explains Schapers. “Both would have far-reaching
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implications for corporates in Mexico if such a tax were to be introduced on products

entering the US from the south.”

Although there are others, the automobile industry is the key sector that has borne the brunt
of Trump’s rage, given the fact that automobiles for the US market are increasingly being
fully or partially manufactured in Mexico. Trump has had direct conversations with the CEOs
of the Big 3— General Motors, Ford and Fiat Chrysler —to rethink future investmentin Mexico.
So far this has been successful with various companies, including car makers redirecting

production and investment back to the US.

In terms of feasibility there are obviously too many moving parts to be able to look at all the
individual stakeholders when it comes to foreign trade. If he wants to keep things simple,
Trump could unilaterally end NAFTA by giving a six-month notice period. That would pave
the way to introducing additional taxes on imports and certainly make trading more
laborious. “However, cross-border trade, especially with Mexico, does not flow in one

direction. This in a key factor we should not lose sight of”, states Schapers.

US industry supply chains are completely dependent on Mexico. Let’s take the example of
the car industry. Not all cars are being completely built in Mexico, but almost every car has
at least some Mexican-made parts. Some parts are no longer being made in the US at all,
while the production of others involves several movements back and forth across the border.
Ending NAFTA or a placing a 20% tax on good each time they cross the border would destroy
this supply chain.

In addition to the imports, US companies are also major exporters to Mexico. Take, for
example, the food and oil industries. A 20% tax by the US would likely lead to similar taxes
by Mexico in retaliation. Schapers: “There are many stakeholders in this game. And even
though it may look like as if NAFTA is going to end, this won't happen any time soon. Despite
the far-reaching powers of the US president when it comes to trade, introducing a new tax

is not as easy as it may seem.”

Harvesting the ‘Trump premium’

“For all these reasons we felt relatively comfortable in selectively adding positions in Mexican
credits to the portfolio of Robeco Global Credits. Companies with their home base in Mexico
but significant assets outside the country looked particularly attractive”, says Schapers.
Examples are petrochemical company Mexichem, bank BBVA Bancomer and beverage firm
Femsa. But even more domestic Mexico-focused companies and banks looked attractive.
“During the course of November and December we purchased several positions in

corporates, banks and even the sovereign bond. We setup this trade with a longer term view
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as we were aware that as long as the negative rhetoric continued, Mexican credits would

trade at a premium.”

And Trump certainly did not stop talking about ending trade agreements and building walls.
Almost immediately after coming into office, Trump cancelled the TTP negotiations and
shortly after that he launched his immigration law, another key item in his campaign. The
latter was, however, blocked by the US courts for being unconstitutional. Several other laws
and ideas met with opposition even from the Republican camp. Trump had to endure several

setbacks in February.

The team of Mexican negotiators sent to discuss possible changes to NAFTA, showed their
teeth by saying they would walk away from the discussions if a unilateral border tax or wall
appeared on the agenda. “We now read in the press that several industry lobbyists are
converging on Washington to discuss Trump's far reaching ideas”, says Schapers. “Since
February we have seen sell-side analysts becoming more balanced on Mexico and have been

hearing that the border-taxes are likely to be focused on specific products.”

“Since mid-February we have also seen Mexican credits starting to mean-revert”, concludes
Schapers. “In the case of certain bonds, the “Trump premium” has slowly disappeared with
credit spreads tightening significantly over government bonds. Other Mexican corporate
bonds in our portfolio still offer value. We will also take profit on these positions if the Trump
premium shrinks still more. Our trade in Mexican corporate bonds in the wake of the Trump

election is a good example of how being value-oriented and contrarian can really pay off!”
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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 presentation 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 presentation are and will remain the property of Robeco. No part of this presentation 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 France

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 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. Robeco France is only authorized to offer investment advice service to professional investors. Before
investing, please note the initial capital is not guaranteed and the value of your investment may fluctuate. Past performance is no guarantee of future results. For more information, refer to the KIID and prospectus, available free of
charge at https://www.robeco.fr/

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 Italy

This document is considered for use solely by qualified investors and private professional clients (as defined in Article 26 (1) (d) of Consob Regulation No. 16190). 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. Therefore, the information set forth herein is not addressed and must not be made available, in whole or in part, to other
parties, such as retail clients. Robeco disclaims all liability arising from uses other than those specified herein. All rights relating to the information in this presentation are and will remain the property of Robeco.

Additional Information for investors with residence or seat in Spain
The Spanish branch Robeco Institutional Asset Management BV, Sucursal en Espafia, 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

RobecoSAM AG has been authorized by the FINMA as Swiss representative of the Fund, and UBS Switzerland AG, Bahnhofstrasse 45, 8001 Zurich, postal address: Badenerstrasse 574, P.O. Box, CH-8098 Zurich, 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, 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 performance data do not take account of the commissions and costs incurred on the issue and redemption of units.

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 August2010. 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.

Additional Information for investors with residence or seat in the United Kingdom
This statement is intended for professional investors only. Robeco Institutional Asset Management B.V. has a license as manager of UCITS and Alfs from the Netherlands Authority for the Financial Markets in Amsterdam and 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 Hong Kong

This document is for professional investors only. Investment involves risks. 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. Investment returns not denominated in HKD/USD are exposed to exchange rate fluctuations. Investors should refer to the fund’s Hong Kong prospectus before making any investment decision. Investors should ensure that
they fully understand the risk associated with the fund. Investors should also consider their own investment objective and risk tolerance level. Any opinions, estimates or forecasts may be changed at any time without prior warning. If in
doubt, please seek independent advice. The content of this document is based upon sources of information believed to be reliable. This fund may use derivatives as part of its investment strategy and such investments are inherently
volatile and this fund could potentially be exposed to additional risk and cost should the market move against it. Investors should note that the investment strategy and risks inherent to the fund are not typically encountered in traditional
equity long only funds. In extreme market conditions, the fund may be faced with theoretically unlimited losses. This document has not been reviewed by the Securities and Futures Commission. This document has been distributed by
Robeco Hong Kong Limited (‘Robeco’). Robeco is regulated by the Securities and Futures Commission in Hong Kong.

Additional Information for investors with residence or seat in Singapore

This document is not intended as a recommendation or for the purpose of soliciting any action in relation to the Robeco Capital Growth Funds (“Fund”) and should not be construed as an offer to sell shares of the Fund (the “Shares”) or
solicitation by anyone in any jurisdiction in which such an offer or solicitation is not authorised or to any person to whom it is unlawful to make such an offer and solicitation.

While all the information prepared in this document is believed to be accurate, the directors of the Fund and its investment manager makes no representation or warranty, whether express or implied, as to the completeness, reliability or
accuracy, nor can it accept responsibility for errors appearing in the document. This document does not constitute any recommendation regarding any securities, futures, derivatives or other investment products. Nothing in this document
constitutes accounting, legal, regulatory, tax or other advice. Any decision to subscribe for interests in the Fund must be made solely on the basis of information contained in the prospectus (the “Prospectus”), which information may be
different from the information contained in this document, and with independent analyses of your investment and financial situation and objectives. The information 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. 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.

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, publication, availability or
use would be contrary to law or regulation or which would subject the Fund and its investment manager to any registration or licensing requirement within such jurisdiction. Investors should note that only the sub-funds listed in the
appendix to the section entitled “Important Information for Singapore Investors” of the Prospectus (the “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 authorised or recognised by the Monetary Authority of Singapore 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.

This document may contain projections or other forward looking statements regarding future events or future financial performance of countries, markets or companies and such projection or forecast is not indicative of the future or
likely performance of the Fund. Neither the Fund, its investment manager nor any of their associates, nor any director, officer or employee accepts any liability whatsoever for any loss arising directly or indirectly from the use of this
document. The information contained in this document, including any data, projections and underlying assumptions are based upon certain assumptions, management forecasts and analysis of information available as at the date of this
document and reflects prevailing conditions and our views as of the date of the document, all of which are accordingly subject to change at any time without notice and the Fund and its investment manager are under no obligation to
notify you of any of these changes. Prospective investors should not view the past performance of the Fund or its investment manager as indicative of future results.

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 Dubai International Financial Centre (DIFC), 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 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 have they 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 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 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. The distribution of this
document and the offering of [Shares] may be restricted in certain jurisdictions. The information contained in this document is for general guidance only, and it is the responsibility of any person or persons in possession of this document
and wishing to make application for the fund to inform themselves of, and to observe, all applicable laws and regulations of any relevant jurisdiction. Prospective applicants for the fund should inform themselves of any applicable legal
requirements, exchange control regulations and applicable taxes in the countries of their respective citizenship, residence or domicile.

Additional Information for investors with residence or seat in Panama

The distribution of this fund and the offering of Shares may be restricted in certain jurisdictions. The above information is for general guidance only, and it is the responsibility of any person or persons in possession of the prospectus of the
fund and wishing to make application for Shares to inform themselves of, and to observe, all applicable laws and regulations of any relevant jurisdiction. 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.

This document does not constitute an offer or solicitation to any person in any jurisdiction in which such offer or solicitation is not authorised or to any person to whom it would be unlawful to make such offer or solicitation.

Additional Information for investors with residence or seat in Peru
The fund has not been registered before the Superintendencia del Mercado de Valores (SMV) and are 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 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.
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