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General overview

April: a very good month for commodities
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Positions: reflation remains the theme

Portfolio Benchmark Active

Global MSCI

GSCl

real World (H Gold Oil Index Commod

estate EUR)

1.8% 4.1% 4.8%
13.5% 10.2% -7.1%

ities

7.9%
22.9%

Equities Developed Markets 25.00% 25.00% 0.0%
Equities Emerging Markets 5.00% 5.00% 0.0%
Real Estate Equities 5.00% 5.00% 0.0%
SPX (US Equities) -4.00% 0.00% -4.0%
STXE 600 (EUR) Pr (Europese az 2.00% 0.00% 2.0%
Nikkei 225 (Japanese equity) 2.00% 0.00% 2.0%
Commodities 7.50% 5.00% 2.5%
Global treasuries 27.50% 27.50% 0.0%
US Treasuries -3.50%6 0.00% -3.5%
Investment Grade Corp Bonds 18.00% 20.00% -2.0%
High Yield Corp Bonds 5.00% 5.00% 0.0%
Emerging Market Bonds LC 5.00% 5.00% 0.0%
Cash 5.50% 2.50% 3.0%
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Economy Equities Fixed Income FX Heatmap

> April was very favorable for risky assets. Commodities were th@drdstming

asset class, closely followed by equities. The strength within commaodities wa:
broad based, and the weakening US dollar was very beneficial for thelasset
as a wholeEmerging equities and emerging debt were adversely affected as
hard currencies experienced a difficult month. Signs that China is tightening
weighed on emerging market assets, while Ga9ithfections are rapidly rising

in places like Brazil and India. After a couple of difficult months, developed
market fixed income seems to have found a footing. Within fixed income, high
yield and global investment grade bonds were the-pestormers.

One of the most striking developments in April was the reversal of US rates. T
upward pressure on US rates suddenly came to a halt and started to meandei
lower. While it is difficult to explain why this happened, it should not be
surprising that after a quite substantial move higher, rates moved into a phase
of consolidation. We continue to think that rates need to move higher to reflec
more favorable growth and inflation conditions. In other words, the reflation
trade is not over.

We therefore continue to run a portfolio that is pegclical and made no
changes to it. In equities, we continue to prefer Europe and Japan at the
expense of the US. The former markets are more skewed towards value stock
which we expect to continue to do well. No changes were made to our expost
to commodities, investment grade corporate bonds and US Treasuries.
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Theme of the month

Commodities: dmonth vs. 3nonth momentum

Commodities momentum

Special Topic

Metals... anything but rusty (1)

>

Source: Refinitiv Datastream , Robeco

/ 2 LILJISNXQA

x 1,000
10.0

9.6 1

9.2 4

-
Sae
el W N

9.0 T
2021 2022

Source: Refinitiv Datastream & Robeco

3

2024

r9.4

rez

Commodity markets have been on a tear, with the Bloomberg Commaodity Index in
euros rising 35% over the past 12 months. As we upgraded commaodities to
overweight in our multasset portfolio last May, it is time to revisit the case for the
asset class. Deploying our asset allocation framework factors of macroeconomic
developments, momentum, valuation and sentiment, we conclude that
commodities in general (and metals in particular) have become anything but rusty.
Instead, commodities still shine, and continue to warrant a portfolio overweight in
the near to medium term.

The momentum effect, where price returns follow previous price performance, can

be seen everywhere in the muétsset space. Commodity markets are clearly

enjoying strong and positive momentum at this juncture, seeing the strongest price
ains on shoyt-month momentum across the mulisset universe. Strong short

O ¢ @11n°ﬁ)h1blﬂ?d'rrpghi?léflike those observed in metals such as copper and aluminur

likely signal further price gaimsthe near future

The valuation of commodities has become more favorable, as can be seenin a
metric commonly used to value thenthe roll yield. This is one of the three
components of commodity returns, next to spot price movements and the cost of
OF NNEd® w2ff @8ASftRA I NB LRaAOGADBS AT |
meaning that a longedated futures contract converges to the higher spot price
upon expiry. For a beand-hold investor who keeps rolling over their exposure, it
simply boils down to buying low and selling high, so long as the futures curve stay
in backwardation. Looking at the current curves, backwardation is the name of the
game, implying positive roll returns so long as the shape of the curve remains the

same. This especially holds for metals like copper.
ROBeCO
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Theme of the month

Capex has been cut dramatically for metals and mining
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Correlation: a weaker USD is supportive for commodities
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The current backwardation reflects supplgle pressures in a global economy that is
facing higher commodity demand in the ppsindemic expansion phase. It is not
only the typical cyclical forces that are at play here, such as increased mobility, pe
up travel demand and elevated goods consumption. The USD 2.25 trillion Americ
Jobs Plan, for example, will give a more structural impetus to comnnueitgive
investments in roads, bridges and railways.

The green investments needed to achieve the Paris Agreement goal of net zero
SYyrAaaAirzya o0& wHnpn OFyQhG YIFGSNARIEATS
such as copper, aluminum and lithium. The knife of decarbonization cuts both way
here, as the supply side is also affected. Clearly, new capital expenditures in mete
mining and oil are needed to onboard new production. Another macroeconomic
element that keeps us bullish is our moderately bearish view on the US dollar.
Commodities are largely priced in dollars, so a weaker dollar typically leads to hig
commodity prices. Also, the reopening of the European economy, which is a net
energy importer, supports commodity demand. Turning to sentiment, the rising
inflation expected as the global economy expands again could be another tailwinc
Inflation risk ranks highest on the worry list for fund managers. Commodities have
seen inflows as they are generddlyly accuratenflation hedges.

Although we see the risks for the asset class as skewed to the upside, there are
downside risks. The most prevalent is that the monetary policy tightening stance i
China to force deleveraging in certain overheating sectors could inhibit commodit
demand. China still matters for commodities, and a deceleration in Chinese mone
supply growth has typically been followed with a lag of two quarters by slower

commodity price appreciation.
yPp PP ROBeCO



United States

US GDP: Consumption is one of the main driver of growth
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The US economy is starting to run hot
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Economy

As expected, the Fed made no changes to its policy at it last meeting. The recent
strength of the US economy was acknowledged but was deemed be insufficient to
lead to a policy change. The Fed continues to show a willingness to look through t
current and neaterm inflationary pressures. Netarm determinants of changes in
policy will therefore be progress in containing the pandemic and developments in
the labor markets. Given the rapid vaccination rollout, progress in the job market is
now themain focusof the Fed. Here, the central bank will want to see more then
just one strong topine job number.

While the overall message was a familiar one, a shift in nuance was seen. Compa
to the last meeting, the Fed is less worried about the outlook. This gives the meeti
a slightly dovish tilt, as the central bank continues to fully push the policy throttle,
even though it confirms that risks to the outlook have receded. It once again show
that the Fed intends to run the economy hot, and that the risk of possible
overheating is seen as being one worth taking.

Just like the Fed, the US government continues to support the economy. After
announcing the American Jobs Plan last month, this month the American Family
Plan was introduced.

The US economy grew by 6.4% on an annualized based. While this is a more thar
decent number, it was some what below expectations. The domestic demand
component almost grew by double digits on an annualized based. Exports and
inventory were a drag on overall growth.

ROBECO



Europe

Economic sentiment has strongly improved

Euro Area GDP
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Unemployment has seen little progress
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Economy

The Eurozone is still battling the third wave of the pandemic, though the peak should
behind us now, with most European countries easing restrictions or becoming very cls
to lowering the intensity of lockdowns. The pace of vaccinations is also increasing,
though it is lagging the US, with Germany having 29% of its population vaccinated ar
France 23%.

The composite Eurozone PMI climbed to 53.8 in April, helped by the manufacturing
sector, which stayed largely open during the third Ga9isvave. With the r@pening in
sight and having adapted to the changed circumstances, the services sector produce
confidence reading also lifted. The Eurozone services PMI moved into expansion
territory, coming in at 50.5 for April after recording 49.6 in March.

The recovery within the Eurozone is still fragmented and fragile across both regions a
sectors, with the ECB increasing the pace of PEPP asset purchases last month. As s
elsewhere, supply chain disruptions are top of mind for goods sectors. The composite
input price index jumped to 64.0 from 61.9, its highest level of the past decade.

For the crucial services sector there is upside ahead, especially as Greece and Spair
to allow tourists in again to enjoy their holidays. The business expectations index for t
services sector skyrocketed to 68.4, also the highest level of the past decade.

Given the ongoing fepening and acceleration of the Eurozone recovery, enlargement
2F¥ UKS 9/ .Qa tott Sy@gSt2z2LIS Aa yz2u Ay
pace of PEPP purchases after Q2.
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Japan

BOJ lowers purchases of ETFs and REITS

Source: Bloomberg, Robeco

Inflation continues to improve

>Source: Bloomberg, Robeco
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Economy

As widely anticipated, the Bank of Japan made no changes to its policy framewor
Al f1F0Sa0G YSSGAYy3Id ¢KS AYLI OG 2F GKS
the loweramountof ETFs and REITS purchased by the central bank. This reflects
flexibility the BOJ notas tosize purchases according to market circumstances. On
noticeable thing is that while the changes to the policy in reaction to the policy
review were small, marginally they all seem to point towards less rather than mor:
policy support. The wider band around theyEar yield and the greater flexibility in
REITS and ETF purchases all seems to leave the door open for less market
AYOGSNISYGA2yd 2 KAES GKS . hw O2y0AydzS
expect to reach this at the end of its thrgear projection®utlook, butexpects
inflation to only be around half of it. Growth forecasts on the other hand were lifte
but the output gap is expected to remain deeply negative.

Covid19 cases are once again on the rise. While the number of new infections is
lower than that of Europe and the US, the vaccination rate in Japan is also much
slower. In response, the government has renewed the state of emergency in four
regions including Tokyo and Osaka.

The economy continue to firm. The composite purchasing manager index is back
above 50. The improvements were mainly driven by the manufacturing sector as
service sector remains under pressure.

The inflation index excluding both energy and fresh &oib@ gauge preferred by
the BOJ, came in at +0.4% yean-year.
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