Quarterly commentary

RBC Funds (Lux) – Emerging Markets Equity Fund –
Fourth Quarter 2017 Commentary
In the Fourth quarter of 2017, the Fund returned 6.5%* underperforming its benchmark, the MSCI Emerging Markets Total
Return Net Index (USD), which returned 7.4%.

Emerging markets (EM) equities continued to outperform developed markets (DM) equities in the fourth quarter. EM saw a
brief period of underperformance in November as the EM Information Technology sector failed to maintain its strong year-todate performance for the first time since the start of 2017. EM currencies performed well relative to the U.S. dollar and
commodities had notable gains over the period, with crude oil and metals rising significantly.
Strong stock selection in South Africa, combined with an overweight position, was a noticeable contributor to overall returns
following the positive political developments there. We therefore decided to add to cyclical areas of the market through
Financials and Retail, both of which benefitted from the ANC election results.
Despite its weaker performance compared to the preceding periods, IT continued to negatively impact the portfolio due to the
fact that we do not hold Tencent. The stock returned over 20% in the fourth quarter and was the biggest detractor from relative
returns. The portfolio is exposed to Tencent through its holding in Naspers, which owns a 33% stake in Tencent, and, as a
result, Consumer Discretionary was the largest contributor to the portfolio’s returns over the period.
In addition to the aforementioned Tencent, Delta Electronics Thailand and Brazilian Bank, Banco Bradesco detracted from
returns. Delta Electronics’ share price declined after its 3Q17 results disappointed the market and gross margins were lower
than expected due to a strong Thai baht and a weaker product mix. Banco Bradesco suffered along with the broader Brazilian
market amid concerns that the government may not be able to pursue its reforms agenda. Other notable detractors were
Unilever and Magnit, the Russian retailer.
FirstRand, the South African bank, and Naspers, the South African media company, were the top contributors to returns, both
benefitting from the improved political sentiment following the ANC elections. AIA Group benefitted from an announcement by
China’s Ministry of Finance that it will gradually remove the limit on foreign ownership (currently capped at 50%) for life
insurers after five years. South African retailer Clicks Group, and not owning Steinhoff, also contributed positively to returns.
While 2017 was characterised by a very narrow market led by the IT sector and the outperformance of cyclicals relative to
defensives, we believe that, looking forward to 2018, earnings growth will be more broad based and sector dispersion will
decline. We continue to believe that there is a strong case for avoiding the most expensive parts of the market which have
become crowded and where valuations have become increasingly stretched in recent years.

* Net of fees and expenses for the O share class

Quarterly commentary

Important Information:
This information is intended for Professional Investor use only. Not for public distribution.

No investment should be made in one of these products without careful consideration of the Prospectus for the Funds and the Key Investor Information
Document for the relevant Sub-Fund, each available at www.rbcgam.com or from your contact at RBC Global Asset Management.
This document is being provided by RBC Global Asset Management (UK) Limited, part of RBC Global Asset Management. This document may not be
reproduced in whole or part, and may not be delivered to any person without the consent of RBC Global Asset Management. This document is not a
solicitation of any offer to buy or sell any security or other financial instrument or to participate in any investment strategy and should not be construed as
tax or legal advice. Not all products, services or investments described herein are available in all jurisdictions and some are available on a limited basis
only, due to local regulatory and legal requirements.
Past performance is not indicative of future results. The information contained in this report has been compiled by RBC Global Asset Management
and/or its affiliates from sources believed to be reliable, but no representation or warranty, express or implied is made to its accuracy, completeness or
correctness. With all investments there is a risk of loss of all or a portion of the amount invested.
This document contains the current opinions of RBC Global Asset Management and is not intended to be, and should not be interpreted as, a
recommendation of any particular security, strategy or investment product. Unless otherwise indicated, all information and opinions herein are as of the
date of this document. All information and opinions herein are subject to change without notice.
RBC Global Asset Management (RBC GAM) is the asset management division of Royal Bank of Canada (RBC) which includes RBC Global Asset
Management (U.S.) Inc. (RBC GAM-US), RBC Global Asset Management Inc., RBC Global Asset Management (UK) Limited, BlueBay Asset
Management LLP, BlueBay Asset Management USA LLC and the asset management division of RBC Investment Management (Asia) Limited, which
are separate, but affiliated corporate entities.
RBC Global Asset Management (UK) Limited is authorised and regulated by the Financial Conduct Authority.
®/™ Trademark(s) of Royal Bank of Canada.

