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Against a backdrop of tightening financial conditions and renewed tensions in the
Middle East, global equity markets delivered mixed performances in September.
Geopolitical escalation and disruptions to oil flows pushed crude prices to their highest
level since May, rekindling inflationary pressures. Sovereign bond yields rose sharply: the
10-year US Treasury yield increased by 53 basis points to 5.23%8, while its German
equivalent rose by 35 basis points to 3.58%8. Despite this shock, economic activity
remained robust, as evidenced by improving composite PMIs in the euro area, the United
States and China, reinforcing central banks’ restrictive stance. The MSCI World rose by
1.1% in euro terms, supported by the S&P 500 (+2.1%) and, above all, the Nasdaq 100
(+5.8%), which benefited from a rebound in semiconductor stocks and renewed
enthusiasm for artificial intelligence8. By contrast, the Euro Stoxx fell by 2.1%, weighed
down by automotive stocks (-4.6%), consumer goods (-4.7%) and real estate (-7.1%),
which are particularly sensitive to rising inflation and interest rates. The strong
performance of the technology sector (+5.1%) was insufficient to offset these declines8.

In the euro area, Growth9 proved more resilient in September, declining by 0.8%,
compared with a 3.0% fall for Value 10. This gap was primarily attributable to the
significant outperformance of the technology sector, supported by semiconductor stocks
such as ASML (+10.0%)8. Further upward revisions to the sector’s earnings outlook helped
keep Growth’s valuation premium elevated at 63%, compared with 65% the previous
month. However, we believe this premium remains difficult to justify fully in the interest
rate environment prevailing since 2022. Substantial investment needs and persistently
high fiscal deficits should keep interest rates sustainably above the levels seen in the
previous decade. This environment should support the continued rebalancing of
valuations between Growth and Value, which began in late 2022, and provide a favourable
backdrop for Value.
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R-co Conviction Equity Value Euro fell by 4.6% over the month11. Half of the
underperformance relative to its benchmark was attributable to our underweight position
in technology and our lack of exposure to semiconductors. Our overweight positions in
construction and telecommunications accounted for the remainder. In construction, rising
interest rates and macroeconomic concerns weighed on this cyclical sector.
Telecommunications, meanwhile, suffered from concerns surrounding the rise of artificial
intelligence agents. By making it easier to compare offers and switch providers, these
tools could reduce the friction that has traditionally encouraged customer inertia.

In terms of portfolio changes, we reduced our underweight position in energy by
rebuilding a holding in TotalEnergies. With a swift resolution to the conflict appearing
less likely as the US midterm elections approach, visibility in the sector deteriorated. We
therefore preferred to adopt a more neutral position, despite our structurally bearish
outlook for energy prices. We also initiated three new positions: Deutsche Bank, to
benefit from an attractive valuation and the recovery in the German economy; Leonardo,
for its exposure to defence equipment and electronic solutions; and Bayer, where the
investment thesis rests on reduced litigation risk, the quality of its pipelines and continued
deleveraging. These investments were funded by the sale of Stellantis, against a
backdrop of necessary restructuring in the European automotive industry given weak
market momentum and increasing Chinese competition, as well as the sale of Pernod
Ricard, which has been affected by deteriorating consumption trends in both Western
markets and China. Finally, we reduced our exposure to Société Générale (despite a
very convincing Capital Markets Day) to continue lowering our exposure to French
equities. We now have an underweight position of approximately 2% in French equities,
and our exposure to French domestically focused stocks is now limited to Orange (1.3% of
the portfolio) and Société Générale (2.7% of the portfolio).

Although it continues to face significant political and geopolitical challenges, the
European economy is showing increasingly tangible signs of renewed momentum, as
illustrated by improving PMIs, particularly in manufacturing. The positive trend in
corporate earnings also reinforces our conviction that a new European industrial cycle is
taking shape. Against this backdrop, the portfolio remains positioned to benefit from
this gradual recovery, supported by the ramp-up of investment plans across the region.
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Learn more about the fund(s)

R-co Conviction Equity Value Euro

Check this document on our website

[1] Source : Bloomberg, 30/09/2026, returns in local currencies, with dividends reinvested
[2] Source : Fed, september 2026
[3] Source : Bloomberg, 30/09/2026
[4] Source : Rothschild & Co Asset Management, 30/09/2026
[5] Debt securities issued by companies or governments with ratings ranging from AAA to BBB- on the
Standard & Poor’s scale.
[6] A Credit Default Swap (CDS) is a derivative that provides protection against the risk of non-payment
of debt issued by a government or company. This hedge is applied to the crossover segment of the
portfolio, comprising securities rated between BB and BBB on the Standard & Poor’s scale.
[7] Le Credit Default Swap (CDS) est un produit dérivé qui permet de s’assurer contre le risque de non-
paiement d’une dette émise par un État ou une entreprise. Cette couverture est appliquée sur la partie
crossover du portefeuille, c’est-à-dire, les titres notés entre BB et BBB selon l’échelle de Standard &
Poor’s.
[8] Source : Bloomberg, 30/09/2026
[9] The term "value strategy" refers to an investment approach whereby investors seek companies that
are undervalued by the market at a given point in time; in other words, companies whose stock market
valuation is lower than what would be justified by their earnings and the value of their assets. Value
investors typically select stocks with low price-to-book ratios or high dividend yields.
[10]Investors pursuing a "growth" style focus primarily on companies' earnings growth potential,
anticipating that revenue and profit growth will exceed that of their sector or the broader market
average.
[11] Source : Rothschild & Co Asset Management, 30/09/2026

https://am.eu.rothschildandco.com/en/our-funds/r-co-conviction-equity-value-euro/
https://am.eu.rothschildandco.com/en/news/fund-update-r-co-conviction-equity-value-euro-october-2026/
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 R-co Conviction Equity Value Euro 5/7
The synthetic risk indicator shows the level of risk of this product compared with others. It indicates the probability that this product will incur losses in
the event of market movements or our inability to pay you. The risk indicator assumes that you hold the product for 5 years. The real risk may be very
different if you opt to exit before maturity, and you may get less in return. We have classified this product in risk class 5 out of 7, which is between
medium and high risk and mainly reflects its positioning on the Eurozone equity market. In other words, the potential losses linked to the product's
future results are between medium and high, and if the situation were to deteriorate on the markets, it is likely that our ability to pay you would be
affected. As this product does not provide protection against market hazards or a capital guarantee, you could lose all or part of your investment.

Geographical and sector allocations and distributions are not fixed and may change over time, within the limits of the SICAV prospectus. The figures
quoted relate to past months. Past performance is not a reliable indicator of future performance and is not constant over time. Performance calculated
in euros and net of reinvested dividends. The information contained in this document does not constitute investment advice, tax advice, a
recommendation or investment advice from Rothschild & Co Asset Management.  Investing in units or shares of any mutual fund is not without risk.
Before investing, it is essential to carefully read the PRIIPS KIID and the mutual fund prospectus, particularly the section on risks.  Each investor must
also ascertain the jurisdictions in which the units or shares of the UCI are registered. The full PRIIPS KIID/prospectus is available on our website:
www.am.eu.rothschildandco.com.   The risk scale ranges from 1 (lowest risk) to 7 (highest risk); the lowest category does not mean a “risk-free”
investment. The risk category associated with this fund is not guaranteed and may change over time.

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 Conviction Equity Value Euro
is a sub-fund of the open-ended investment company governed by French law “R-Co”, whose registered office is at 29, avenue de Messine – 75008 Paris,
registered under number 844 443 390 in the Paris Trade and Companies Register (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.

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.

Rothschild & Co Asset Management, organized under the laws of France, registered with the Trade and Companies Register of Paris RCS Paris 824 540
173. A management company licensed by the Autorité des Marchés Financiers under N° GP 17000014, having its registered office 29, avenue de Messine,
75008 Paris, France.
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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.

 

France

29, Avenue de Messine
75008 Paris
+33 1 40 74 40 74

Belgium – Netherlands –
Luxembourg

Rue de la Régence 52
1000 Bruxelles
+32 2 627 77 30

Switzerland

Rothschild & Co Bank AG
Rue de la Corraterie 6
1204 Genève
+41 22 818 59 00

Italy

Passaggio Centrale 3
20 123 Milano
+39 02 7244 31

Germany - Austria

Börsenstraße 2 - 4
Frankfurt am Main 60313
+49 69 299 8840

Spain

Paseo de la Castellana 40 bis
28046 Madrid
+39 02 7244 31

https://am.eu.rothschildandco.com/
https://linkedin.com/showcase/rothschild-&-co---asset-management-europe/
https://am.eu.rothschildandco.com/
https://linkedin.com/showcase/rothschild-&-co---asset-management-europe/
http://www.am.eu.rothschildandco.com

