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The equity markets’ yearend 2023 optimism spilled over into January, with most of them
hitting new highs. The MSCI World gained 2.9%, driven mainly by the S&P 500’s 3.7%
performance, including yet another robust outperformance by the Magnificent 71. This
momentum, which remained undaunted even in the face of more cautious language from
central banks, was driven by new and solid macroeconomic data, particularly in the US,
and the further receding of inflation. The euro zone, with its economy less robust than the
US, underperformed, with the EuroStoxx nonetheless gaining 2.0%1. AI’s popularity as an
investment theme drove the performance of Technology (+7.6%)1 and Media (+5.9%)1,
while gains by Leisure & Travel (+6.0%)1 highlighted growing hopes for a perfect landing .
On the other end of the spectrum, the lack of positive momentum in China penalised
commodities (-4.8%)1, while utilities (-3.8%)1 took a hit from both higher interest rates and
a decrease in natural gas prices2.

 

This backdrop was a big driver of the Growth style3, which outperformed Value by 527
basis points in January1 . All in all, Value is now trading at a P/E4  of 8.9x, vs. 20.9x for
Growth. In Europe, Value is now trading at a 20% discount to its 20-year historical median
(8.9x vs. 11.1x), while the market as a whole is now back in Iine with its own median
(12.9x), and Growth is trading at a 27% premium (at 20.9x vs. 16.5x)5. We therefore feel that
the downward trajectory in interest rates and the perfect land scenario have already been
priced into growth sectors, but not into Value.

 

On the month, R-co Conviction Equity Value Euro took a hit from its Value bias while still
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slightly outperforming that style and gained just +0.2%6. Its underperformance vs. its
benchmark index was due mainly to allocation, which was hit hard by our underweighting
of Technology. The same headwind occurred in stock-picking, as the fund holds no shares
in ASML and SAP, which gained, respectively +17.1% and +15.3% and now alone account
for almost 8.5% of the index7. We did have a few reasons to be happy. ProSieben (+18.3%)
was boosted by a shift (awaiting confirmation) in the German economy, and Capgemini
(+9.8%) is still benefiting from interest in AI.

 

In terms of portfolio transactions, we reduced our overweighting of energy. While it is still
attractive for cash generation and redistribution, we see less potential for an EPS rerating,
due to Saudi Arabia’s difficulty in enforcing OPEC+ production quotas, and the outlook for
an oil market that is now balanced for 2024. We opened a position in Pernod Ricard, which
had underperformed steeply in 2023, due to weak consumption in China and the US. There
are several signs that these markets have bottomed out in terms of consumption, and this
could trigger an about-face in EPS momentum and a re-rating for what remains a quality
company that is sensitive to lower interest rates. Lastly, we sold into the post-release rally
by Nokia (+10% on 25 January)8  to sell off this position, which was no longer significant,
and because shrinking capex by telecom operators and the threat posed by the ramp-up
of RAN technology appear to cut into growth potential.

 

Solid macroeconomic data in January tend to highlight that the markets got a little ahead
of themselves in late 2023 in anticipation of key rate cuts. As a result, although sovereign
yields have recovered slightly early this year, we believe the markets are still rather
complacent regarding the attitude of central banks, which want to avoid the excessive
optimism, which came at a high price in the 1970s. Their attitude and, ultimately, interest
rate trends, will depend on the pace of receding in inflation. As for the equity markets,
while the “Goldilocks9”  scenario is still obviously the most favourable, we feel it is already
mostly priced into Growth, whose premium is back close to its highs. However, this
doesn’t seem to be the case for Value, whose valuation is likely to get a boost from the
recovery being flagged by confidence surveys and whose EPS growth forecasts look very
modest, in light of the solid macroeconomic environment.

 

Learn more about the fund(s)

R-co Conviction Equity Value Euro

https://am.eu.rothschildandco.com/en/our-funds/r-co-conviction-equity-value-euro/
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Check this document on our website

(1) Source: Bloomberg 3 February 2021, performances in total return, in euros
(2) Source: Bloomberg 3 February 2021
(3) Growth investors focus mainly on companies’ growth potential, hoping that revenues and earnings
will increase more than the sector or the market average.
(4) Price/Earnings ratio
(5) Source: FactSet, Goldman Sachs Investment Research, 3 February 2021.
(6) Source: Rothschild & Co Asset Management, 31 January 2024.
(7) Source: Bloomberg, 3 February 2021
(8) Source: Bloomberg 3 February 2021
(9) Receding inflation, solid growth

https://am.eu.rothschildandco.com/en/news/fund-update-r-co-conviction-equity-value-euro-february-2024/
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Advertising communication. The information, comments and analyses in this document are provided for information purposes only and should not be
construed as an investment or tax advice, or as an investment recommendation from Rothschild & Co Asset Management Europe. The
information/opinions/data mentioned in this document considered legitimate and correct on the day of publication, in accordance with the economic
and financial environment in place at that date, are subject to change at any time. Although this document has been prepared with the greatest care
from sources that Rothschild & Co Asset Management believed to be reliable and in good faith, no representation or warranty, express or implied, is
made as to information accuracy or completeness, which are indicative only and are subject to change without notice. Rothschild & Co Asset
Management Europe has not independently verified the information contained in this document and cannot be held responsible for any errors,
omissions or interpretations of the information contained in this document. This analysis is only valid at the time of writing of this report.

Furthermore, given the subjective nature of certain analyses, we draw your attention to the fact that any information, projections, estimates,
anticipations, assumptions and/or opinions are not necessarily put into practice by the management teams of Rothschild & Co Asset Management , or
its affiliates, who act according to their own convictions. Certain forward-looking statements are prepared on the basis of certain assumptions, which
are likely to differ either partially or totally from reality. Any hypothetical estimates are, by their nature, speculative and it is possible that some, if not
all, of the assumptions relating to these hypothetical illustrations may not materialise or may differ significativement from current determinations. The
information does not presume the suitability of the UCI presented to the profile and experience of each individual investor. Rothschild & Co Asset
Management Europe shall not be liable for any decision taken on the basis of or inspired by the information containe

R-co Valor is a SICAV, R-co Valor Balanced is a sub-fund of the “R-co" Sicav registered 844 443 390 RCS Paris and R-co Valor 4Change Global Equity is a
sub-fund of the SICAV "R-co 2", registered 889 511 700 RCS Paris, hereinafter referred to as the “funds” or the “UCIs”. UCIs are incorporated under
French law, whose registered office are 29 avenue de Messine – 75008 Paris, R-co Valor registered under number 789 648 409 RSC PARIS and R-co Valor
Balanced under number 844 443 390 RCS Paris. The UCIs presented above are organised according to French law and regulated by the French financial
markets authority (AMF). Any investment is always subject to risk. Before any investment, please imperatively read the key investor information
document (PRIIPs KID) and prospectus of the UCIs carefully, especially its section relating to risks. Each investor must also ensure the jurisdictions in
which the UCI is registered. The PRIIPs KID, the full prospectus as well as the net asset value (NAV) /net inventory value (NIV) are available on our
website: am.eu.rothschildandco.com. The information presented is not intended to be disseminated and does not constitute in any way an invitation
for US nationals or their agents. The units or shares of the UCIs presented in this document are not and will not be registered in the United States
pursuant to the U.S. Securities Act of 1933 as amended (“Securities Act 1933”) or admitted under any law of the United States. These units or shares
may neither be offered, sold in or transferred to the United States (including in its territories and possessions), nor directly or indirectly benefit to a “US
Person” (within the meaning of Regulation S of the Securities Act of 1933) and equivalent persons (as referred to in the US “HIRE” Act of 18 March 2010
and in the FATCA provisions).

Figures provided relate to previous years. Past performance is not a reliable indicator of future performance and is not constant over time. The value of
investments and the income derived from them may vary both upwards and downwards, and is not guaranteed. The value of investments and the
income derived from them may vary both upwards and downwards, and is not guaranteed. It is therefore possible that you may not recover the amount
originally invested. Exchange rates variation may increase or decrease the value of the investments and the resulting income when the reference
currency of the UCI is different from the currency of your country of residence. UCIs whose investment policy is aimed more specifically at specialised
markets or sectors (such as emerging markets) are generally more volatile than common and diversified allocation funds. For a volatile mutual fund,
the fluctuations may be particularly large, and the value of the investment may therefore fall sharply. The performances presented do not take into
account any fees and commissions received on the subscription and redemption of units or shares of the UCI herein. The portfolios, products or
securities presented are subject to market fluctuations and no guarantee can be given as to their future development. The tax treatment depends on
the individual situation of each investor and may be subject to change.

Although Rothschild & Co Asset Management information providers, including without limitation, MSCI ESG Research LLC and its affiliates (the “ESG
Parties”), obtain information (the "Information") from sources they consider reliable, none of the ESG Parties warrants or guarantees the originality,
accuracy and/or completeness of any data herein and expressly disclaim all express or implied warranties, including those of merchantability and
fitness for a particular purpose. The Information may only be used for your internal use, may not be reproduced or redisseminated in any form and may
not be used as a basis, or a component of, any financial instruments or products or indices. Further, none of the Information can in and of itself be used
to determine which securities to buy or sell or when to buy or sell them. None of the ESG Parties shall have any liability for any errors or omissions in
connection with any data herein, or any liability for any direct, indirect, special, punitive, consequential or other damages (including lost profits), even if
advised of the possibility of such damages.

No part of this document may be reproduced, in whole or in part, without the prior written permission of Rothschild & Co Asset Management , under
pain of legal proceedings.
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Visit our internet site Follow us on LinkedIn

About the Asset Management’s division of
Rothschild & Co
As the specialised asset management division of the Rothschild & Co group, we offer
personalised asset management services to a broad client base of institutional investors,
financial intermediaries and distributors. Our development is focused on a range of open-
ended funds leveraging our long-term expertise in active management with conviction as
well as in delegated management. Based in Paris and operating in 10 European countries,
we manage more than 50 billion euros and employ nearly 200 people(1).
More information at: www.am.eu.rothschildandco.com

(1) Source: Rothschild & Co Asset Management, 31/07/2026.
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