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Equity markets pursued their upward trajectory during the month despite the publication of rather lukewarm corporate results. The S&P500 in the
United States and the Stoxx 600 in Europe rose by 4.5% and 3.8% respectively. The Topix in Japan stagnated while the MSCI Emerging Markets
gained 4.8%. Equities are continuing to benefit from low interest rates and quantitative easing measures. Although the economic fundamentals do
not justify a spate of new record highs on the stock markets, the most likely short-term scenario is for the rallies to continue given that market
trends in the past have very rarely gone into reverse in the last two months of the year when the first 10 months have been favourable.

In terms of individual shares, we sold Norfolk Southern (US rail company sold for valuation reasons).    

During the first 10 months of the year, the net asset value of BL-Global Equities increased by 9.5% while the MSCI World All Countries was up
16%. The main source of underperformance was the low weighting of equities (net exposure to equities of 78% against a strategic allocation to
equities of 100%). The recent disappointing performance of “quality” shares (like food companies) compared to lesser quality sectors (like banking,
insurance and telecommunications companies) was also detrimental to the fund's relative performance. 

The reason for our relatively low exposure to equities lies in our prudent approach given the lack of a credible solution to the financial crisis. Since
the start of the crisis, our view has been that the central banks’ recourse to quantitative easing would not definitively solve the crisis. We
considered that such a monetary policy would only have a minimal effect on economic growth and that a reduction of debt-to-GDP ratios through a
return to strong growth was a delusion. Five years on from the start of the crisis, this analysis appears to have been correct. Economic growth is
sluggish in almost all regions: unemployment is high, bank credit is still scarce, household income has stagnated, social inequalities are deepening,
corporate investment has not increased and public debt levels are continuing to grow. On the other hand, we underestimated that, despite the
improved economic fundamentals, the central banks would continue and even escalate the expansion of their balance sheets, the principal effect
being a significant reduction in investors’ aversion to risk, which in turn led to an upswing in the more risky or lesser quality asset classes. This
even accelerated following the announcement by the Chairman of the European Central Bank, Mario Draghi, in July 2012, that the ECB would do
“whatever it takes” to save the euro. The four central banks’ simultaneous recourse to quantitative easing was a clear incentive to investors to opt
for risk assets despite a lack of improvement in the economic fundamentals.

We continue to believe that the decoupling between the financial markets and economic fundamentals cannot last. On the other hand, we have no
way of knowing when and how it will come to an end. However, increasingly high valuations for risk assets indicate that this divergence is not
sustainable. Moreover, the significant decoupling between the performance of the financial markets and economic fundamentals tends to suggest
there will be a sudden brutal adjustment given the fact that all investors are likely to want to get out of risk assets at the same time because of the
lack of a solid foundation. Even though the portfolio has performed poorly in the last 18 months, we think our defensive strategy is even more
justified today given the significant underperformance of high-quality assets.
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Current Portfolio

Sector Allocation Top Equity holdings
Fund BAT 2,2%

Energy 1,2% Novartis 2,1%

Materials 9,0% Reckitt Benckiser 2,0%

Industrials 11,7% Sanofi 1,9%

Consumer Discretionary 8,7% Deutsche Boerse 1,8%

Consumer Staples 20,7% Linde 1,8%

Health Care 18,4% Bayer 1,7%

Financials 2,1% Unilever 1,6%

Information Technology 13,0% Roche 1,4%

Telecommunication Services 0,0% SAP 1,4%

Utilities 0,0% Weight of Top 10 17,9%

Investment funds 0,0% Number of holdings 148
Equity futures -9,0%
Cash 15,2%

New Investments Geographic Breakdown
Europe 30,0%
United States 27,9%

Japan 12,5%

Asia Pacific ex Japan 10,1%

Latin America 4,4%

Investments sold Cash 15,2%

Norfolk Southern Total 100,0%

Equity futures -9,0%

Market Capitalizations Company Profiles
Large Caps (EUR >10 milliards) 55,3% Consistent earners 59,1%

Medium Caps (EUR 1-10 milliards) 26,9% Growing franchises 20,6%

Small Caps (< EUR 1 milliard) 1,5% Value opportunities 5,1%

Perfomance 5 

Since 31/12/12 2012 2011 2010 2009 2008
Fund (B shares) 9,6% 14,6% -2,1% 18,9% 28,4% -31,4%
Index 15,4% 14,3% -4,2% 20,5% 30,4% -39,2%
Quartile 4 1 1 2 2 1

Since 31/12/12 1 month 6 months 1 year 3 years 5 years
Fund (B shares) 9,6% 1,1% 1,2% 11,8% 33,9% 74,3%

Index 15,4% 3,6% 5,4% 17,5% 37,4% 75,4%

Quartile 4 4 4 4 2 1

General Information Statistical Data 5

Total Assets EUR 274 Mn  1 year 3 years

Turnover 2012* 25% Correlation 0,90 0,80

TER 2012 1,24% Beta 0,68 0,66

LU0117287580 Alpha* 0,79 2,61

Tracking Error* 4,99 8,10
* min (purchases, sales) / average of net assets *annualized
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1 Company is well-known and enjoys strong market share acquired over a long period through the expert management of its competitive advantage. It is very profitable, has a solid financial structure and low
levels of debt. Shareholder payouts and/or maintaining a high level of ROE are important criteria in the management of the company. 
2 Company specialised in a market niche that it has either created or in which it has established itself as a key player. Its revenue growth is outpacing the market average. The structure of the income
statement is still rather flexible, but the return on investments is starting to stabilise or exhibit a rising trend. 
3 Company with strong assets embarking on restructuring to refocus the business or move up the value chain to achieve more structurally sound profitability. No significant financial imbalance. 
4 Estimation of the fund’s intrinsic value calculated using normalised data according to the Banque de Luxembourg Fund Research & Asset Management internal valuation model.
5 Source: Lipper.  Benchmark: MSCI World Net Total Return in EUR
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