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Investment Summary
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Portfolio Summary

Investment Strategy Emerging Markets Equity

Vehicle RBC Funds (Lux) -  Emerging Markets Equity Fund

Currency USD

Benchmark MSCI EM Net

Inception Date 27.03.2013

Size of Fund

Beginning Value $449,520,633

Ending Value $658,648,440

Contact Team

Heidi Gunkel

Head of Client Service

+44 (0) 20 7429 8587

heidi.gunkel@rbc.com

Paul Williams

Head of EMEA Distribution

+44 (0) 20 7429 8269

paul.t.williams@rbc.com

Investment Philosophy & Style

Focus on sustainably high cash flow return on investment (CFROI) companies

Distinctive blend of top down thematic and fundamental company research with a built
in ESG process

High conviction, quality-biased, long-term portfolio

MSCI is the source for all benchmark data and returns contained within this report.
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Emerging Markets (EM) equities (+7.3%) continued to outperform Developed

Markets (DM) equities (+3.6%) in the fourth quarter of 2017. EM briefly saw a

period of underperformance in November as the EM Information Technology

sector failed to maintain its strong year-to-date performance for the first time since

the start of 2017. Strength in EM currencies relative to the U.S. dollar, however,

coupled with rising 2018 EPS growth expectations allowed EM to resume its

outperformance over DM for the remainder of the year. Commodities had notable

gains over the period, with crude oil and metals rising significantly.

At the sector level, Healthcare and Consumer Discretionary were the best

performing sectors during the quarter, while Utilities and Telecommunication

Services were the worst. Information Technology (IT) (+7.1%) reduced its gains in

the quarter, but remained the best performing sector of 2017, largely driven by one

stock, Chinese internet giant Tencent (+20.8%), which continued its strong

performance in the fourth quarter of 2017.

At the country level, South Africa, Greece and India were among the best

performing countries, while Malta, Mexico and Pakistan were the worst performing.

The fourth quarter saw multiple election victories for pro-reform candidates in

emerging markets. Given the importance of China to the asset class, it is very

positive that the government’s reform agenda was reiterated at the 19th National

Congress of the Communist Party of China in October. We continue to see positive

momentum in terms of economic reforms, particularly around the financial sector,

in the coming year. South Africa benefitted from a stronger currency following the

election of Cyril Ramaphosa as the 13th President of the African National

Congress (ANC), removing an important political overhang for South Africa.

Chilean equities rebounded from a steep decline in November as Sebastián Piñera

won the presidential elections on a pro-growth platform, while India saw the re-

election of Narendra Modi’s Bharatiya Janata Party (BJP) in his home state of

Gujarat. Meanwhile, Mexico suffered from escalating tensions relating to the North

American Free Trade Agreement (NAFTA) renegotiation process; talks will resume

in 2018.

2017 was characterised by a very narrow market led by the Information

Technology sector as well as outperformance by cyclicals relative to defensives.

This was largely due to the fact that earnings improvements were concentrated in

a few narrow sectors and countries. In fact, 40% of the gains in the MSCI EM

Index were driven by five large cap stocks (Samsung, Tencent, Hon Hai, Alibaba

and Naspers) and Asian IT. As a result, we have seen Growth as factor

significantly outperform Value and Quality throughout 2017. The magnitude of this

outperformance narrowed in the fourth quarter following the slight rotation out of

technology. During 2017, however, MSCI Growth performed 9.5% ahead of the

MSCI EM Index while MSCI Value remained 9.2% behind the MSCI EM Index.
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EM have traded in a relatively tight range for most of the last seven years before

collapsing in 2015 and subsequently recovering in 2016 and 2017. While the

potential headwinds of a very narrow market and rising bond yields are a concern,

there are several positive factors which should support EM performance over the

medium term. First, there is a powerful case that EM currencies can perform well,

driven by cheap valuations, high real rates and strong current accounts and that

the bulk of any U.S. dollar strength, if it occurs, will be against other developed

marked (DM) currencies. Second, both earnings and relative EM growth look set to

improve from cyclically low levels, driven by improved productivity and structural

reforms. Third, the valuation case for EM remains strong, particularly relative to

DM, following the significant underperformance of the last seven years.

Despite the relatively flat index performance over recent years, there have been

clear winners and losers, and the need for active fund management in this

environment, including consideration of opportunities outside of the benchmark, is

vital if returns to investors are to be satisfactory. In this regard, we believe that

both frontier markets and EM smaller caps, which have tended to do well over

longer periods but which have underperformed more recently, look attractive.

2017 was characterised by a very narrow market led by the Information

Technology sector and the outperformance by cyclicals relative to defensives. This

was largely due to the fact that earnings improvements were concentrated in a few

narrow sectors and countries. Looking forward to 2018, we believe earnings

growth will be much more broad based and that sector dispersion will decline.

While we have increased our exposure to the more economically-sensitive parts of

the market, we are wary of those companies where returns are not likely to be

sustainable.

Cyclicals, by their nature, can rarely sustain durable returns and will often see

painful reversals when the cycle turns. Nonetheless, we do believe 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. In terms of defensives, we feel it is important to distinguish between

mature high-yielding sectors, such as Telecoms and Utilities, where we are

cautious, and companies in areas such as Consumer Staples which have stable

and rising earnings as well as strong pricing power. These companies tend to

produce very high long term returns and, although growth can appear pedestrian

when economic growth accelerates, the de-rating of these companies in 2016 and

2017 has increased their attraction and explains our large overweight in Consumer

Staples.

Country divergences in EM have been increasing and those that embrace

structural reforms will end up as winners. We are particularly positive on the

outlook for India; in addition to an improving top-down outlook, India offers a good

choice of high-quality franchises that trade at attractive multiples. We also maintain

overweight positions in the Philippines, South Africa and Chile, driven by attractive

bottom-up opportunities. We are underweight in China, South Korea and Russia.

In China, the rapid build-up of debt since the financial crisis represents a significant

risk, but at the same time there are positive developments in the private sector. In

South Korea and Russia, while these markets are cheap, we do not like the poor

corporate governance and can find better-quality opportunities elsewhere.
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Data in this section is presented gross of fees and in USD.

The RBC Funds (Lux) Emerging Markets Equity Fund returned 7.3% (gross of

fees), marginally underperforming its benchmark the MSCI Emerging Markets

Total Return Net Index, which returned 7.4% over the period.

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.

Meanwhile, despite its weaker performance compared to the preceding periods, IT

continued to negatively impact the portfolio, particularly given the lack of one

particular stock, Tencent, which returned over 20% in the fourth quarter. 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.

Over the quarter we have made very few changes to our overall strategy, which

continues to be driven by long term themes. In particular, domestic consumption

has been an important theme in Emerging Markets for the past decade and we

believe that this theme still has significant growth potential. Consequently we have

slightly increased our exposure as valuation, particularly in staples, has become

more attractive. Currently Emerging Markets consumption represents 28% of total

global consumption but it is anticipated that by 2025, Emerging Markets will

represent 47%.

We added Ping An Insurance, one of the largest insurance companies in China.

We have also been increasing our exposure to Frontier markets gradually, as we

feel that valuation has improved from 3-4 years ago. We have existing positions in

Bangladesh and Nigeria, and in the fourth quarter we initiated a position in

Argentina through Grupo Financiaro.

FirstRand, the South African bank, was the biggest contributor to relative returns

over the quarter. The stock price rose sharply in December following improving

political sentiment after the ANC elections. Naspers, the South African media

company, delivered strong results, highlighting an acceleration in the growth of its

e-commerce business, impressive execution in its classifieds business and a

decrease in spending on development. This has given the market confidence that

the earnings of the ex-Tencent rump can improve. The stock also benefitted from

CFO Basil Sgourdos’ comments that the Naspers discount relative to Tencent is at

an “unusually high level”. AIA Group, the Asian insurance provider, 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. This raised hopes that AIA would no longer be limited to its current five

markets under this new regime. South African retailer Clicks Group, and Chinese

video surveillance manufacturer, Hangzhou Hikvision also contributed to returns.

Not owning Tencent was the biggest detractor from relative returns during the

quarter as the stock rose more than 20% over the period. Delta Electronics

Thailand’s share price declined after its 3Q17 results disappointed the market.

Gross margins were lower than expected due to a strong Thai baht and a weaker

product mix. Brazilian bank, Banco Bradesco, suffered along with the broader

Brazilian market amid concerns that the government may not be able to pursue its

reforms agenda and that elections in 2018 could see the return of a populist

government. The company also delivered disappointing 3Q17 results. Other

notable detractors were Unilever and Magnit, the Russian retailer.
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QTD 1YR 3YR Since Inception
(27.03.2013)

Net of Fees Benchmark

QTD 1YR 3YR SI

Net of Fees 6.77 35.60 9.47 7.41

Benchmark 7.44 37.28 9.10 5.07

Value Added vs. Benchmark (Net of Fees) -0.67 -1.68 0.36 2.34

As at 31.12.2017.

Returns are presented net of fees of the O share class (USD) of the Fund and include the reinvestment of all income.
All returns for periods greater than one year are shown on an annualised basis.
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Relative Contributors
01.10.2017 - 31.12.2017

RBC Funds (Lux) -  Emerging Markets Equity Fund

Data is presented based on gross of fees performance of the Fund in USD.
Different holdings of the same issuer are consolidated. Countries represent the classification of the company's domicile, the location of primary business may vary.

Quarterly

Top 10  Contributors Country Sector Contribution (%)

FirstRand Ltd South Africa Financials 0.64

Naspers Ltd South Africa Consumer Discretionary 0.63

AIA Group Ltd China/HK Financials 0.27

Clicks Group Ltd South Africa Consumer Staples 0.25

Steinhoff International Holdings NV South Africa Consumer Discretionary 0.24

Hangzhou Hikvision Digital Technology Co Ltd China/HK Information Technology 0.24

Midea Group Co Ltd China/HK Consumer Discretionary 0.21

SM Investments Corp Philippines Industrials 0.19

Amorepacific Corp Korea Consumer Staples 0.16

Hon Hai Precision Industry Co Ltd Taiwan Information Technology 0.15
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Relative Contributors
01.10.2017 - 31.12.2017
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Data is presented based on gross of fees performance of the Fund in USD.
Different holdings of the same issuer are consolidated. Countries represent the classification of the company's domicile, the location of primary business may vary.

Quarterly

Bottom 10  Contributors Country Sector Contribution (%)

Tencent Holdings Ltd China/HK Information Technology -0.60

Banco Bradesco SA - ADR Brazil Financials -0.40

Delta Electronics Thailand PCL Thailand Information Technology -0.39

Unilever PLC United Kingdom Consumer Staples -0.30

Magnit PJSC - GDR Russia Consumer Staples -0.30

Housing Development Finance Corp Ltd India Financials -0.27

China Merchants Port Holdings Co Ltd China/HK Industrials -0.22

Mondi Ltd South Africa Materials -0.21

Kimberly-Clark de Mexico SAB de CV Mexico Consumer Staples -0.18

TOTVS SA Brazil Information Technology -0.18
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Quarterly

Sector

Fund

Return

Index

Return

Fund

Avg Wgt

Index

Avg Wgt

Asset

Allocation

Security

Selection

Total

Effect

Consumer Discretionary 0.06 1.19 1.2518.48 9.01 14.31 10.27

Financials 0.05 0.27 0.319.21 8.17 26.18 23.21

Utilities 0.14 — 0.14— 1.45 — 2.46

Industrials -0.04 0.15 0.117.06 4.99 7.19 5.31

Telecommunication Services 0.12 -0.06 0.07-0.08 3.02 1.97 4.87

Real Estate 0.04 0.01 0.054.12 3.07 1.94 2.79

Energy -0.03 — -0.03— 7.91 — 6.80

Materials -0.05 -0.28 -0.332.81 8.73 4.89 7.19

Health Care 0.17 -0.55 -0.383.17 16.57 4.45 2.42

Consumer Staples 0.05 -0.66 -0.613.29 8.26 14.13 6.38

Information Technology 0.05 -0.70 -0.654.26 7.11 24.94 28.31

Total 0.56 -0.64 -0.097.34 7.44 100.00 100.00

Attribution is presented based on gross of fees performance of the Fund and in USD.
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Attribution — Country
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Quarterly

Top 5 Countries

Fund

Return

Index

Return

Fund

Avg Wgt

Index

Avg Wgt

Asset

Allocation

Security

Selection

Total

Effect

South Africa 0.79 0.25 1.0423.83 21.37 12.29 6.53

Taiwan 0.06 0.27 0.336.93 4.03 9.70 11.54

Mexico 0.34 -0.04 0.31-11.21 -8.09 0.99 3.10

Philippines -0.02 0.23 0.2113.96 6.45 3.23 1.11

Bangladesh -0.05 0.17 0.1223.94 — 0.81 —

Bottom 5 Countries

Fund

Return

Index

Return

Fund

Avg Wgt

Index

Avg Wgt

Asset

Allocation

Security

Selection

Total

Effect

India 0.15 -0.80 -0.654.90 11.82 12.51 8.61

Thailand 0.02 -0.42 -0.40-5.39 9.46 2.88 2.22

Korea -0.14 -0.26 -0.399.04 11.38 11.30 15.45

United Kingdom -0.21 -0.09 -0.31-3.14 — 3.06 —

Russia 0.07 -0.36 -0.29-33.14 4.26 0.65 3.34

Attribution is presented based on gross of fees performance of the Fund and in USD.
Countries represent the classification of the company's domicile, the location of primary business may vary.
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Portfolio Benchmark

Valuation

EBITDA Margin (ex Financials) 26.7% 20.4%

Return on Equity (Trailing 12 Months) 16.2% 12.2%

Return on Assets (Trailing 12 Months) 3.4% 2.3%

EPS Volatility 1.0 1.5

Price/Book Ratio (Trailing 12 Months) 3.0 1.8

Risk

Net Debt/EBITDA (ex Financials) -0.4x 1.1x

Other

Number of Issuers 51 830

Active Share 77.7% —

Turnover (Trailing 12 Months) 20.8% —

Market Cap Distribution (%)

2.0

2.5

19.0

19.9

56.6

0.2

3.2

20.8

18.0

57.9

< $1.5 bn

$1.5 - $3 bn

$3 - $10 bn

$10 - $20 bn

> $20 bn

Portfolio Benchmark

Regional Allocation (%)

1.2

11.9

22.3

64.6

Cash Equivalents

Latam

EMEA

Asia Pacific

As at 31.12.2017.
Holdings are consolidated based on issuer. Positions with multiple share classes, types or markets are aggregated into a single line item for each issuer.
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% Diff

Top Ten Stock Active Weights

Company Name

Naspers Ltd 3.9

AIA Group Ltd 3.8

Housing Development Finance Corp Ltd 3.8

Tata Consultancy Services Ltd 3.7

Antofagasta PLC 3.0

SM Investments Corp 3.0

Unilever PLC 2.9

Banco Bradesco SA 2.8

Dr Reddys Laboratories Ltd 2.6

FirstRand Ltd 2.5

Total 32.0

As at 31.12.2017.
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Sector Allocation (%)

1.2

1.8

2.0

4.4

4.8

6.8

13.9

14.4

23.1

27.6

Cash Equivalents

Real Estate

Telecommunication Services

Health Care

Materials

Industrials

Consumer Staples

Consumer Discretionary

Information Technology

Financials

Top Ten Countries (%)

2.6

3.0

3.6

5.9

6.3

9.2

10.8

12.2

13.5

21.3

Thailand

Philippines

Indonesia

United Kingdom

Brazil

Taiwan

Korea

India

South Africa

China/HK

Relative Sector Weights (%)

-6.8

-4.6

-2.9

-2.6

-2.4

-1.0

1.5

1.8

4.1

4.2

7.4

Energy

Information Technology

Telecommunication Services

Materials

Utilities

Real Estate

Industrials

Health Care

Financials

Consumer Discretionary

Consumer Staples

Relative Country Weights (%)1

-8.5

-4.7

-2.9

-2.0

-2.0

1.9

2.1

3.5

5.9

6.4

China/HK

Korea

Russia

Taiwan

Mexico

Philippines

Peru

India

United Kingdom

South Africa

As at 31.12.2017.

The United Kingdom includes holdings in Antofagasta Plc whose primary business is based in Chile.
Top and bottom 5 relative country weights are displayed. Hong Kong is included as part of the overall China allocation although not all Hong Kong companies are MSCI EM index constituents.1
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Country Sector Weight (%)Issuer

Naspers Ltd South Africa Consumer Discretionary 6.1

Housing Development Finance Corp Ltd India Financials 4.5

Samsung Electronics Co Ltd Korea Information Technology 4.5

Taiwan Semiconductor Manufacturing Co Ltd Taiwan Information Technology 4.2

Tata Consultancy Services Ltd India Information Technology 4.0

AIA Group Ltd China/HK Financials 3.8

Alibaba Group Holding Ltd China/HK Information Technology 3.2

SM Investments Corp Philippines Industrials 3.0

Banco Bradesco SA Brazil Financials 3.0

Antofagasta PLC United Kingdom Materials 3.0

Total 39.5

As at 31.12.2017.
Different holdings of the same issuer are consolidated. Countries represent the classification of the company's domicile, the location of primary business may vary.
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Purchases Country Sector Rationale

Grupo Financiaro Argentina Financials Grupo Financiaro is the largest specialised financial group in Argentina.
Consumer credit to GDP is extremely low in Argentina and we feel that an
improving political backdrop (with a pro-reform government) will drive
further growth in the country. With a strong brand and excellent franchise
in Argentina, we believe Grupo Financiaro is well positioned to benefit
from multi-year growth.

Ping An China Financials As one of the largest insurance companies in China, we believe Ping An is
well positioned to benefit from increasing insurance penetration in the
country. Additionally, the company is positively embracing technology,
specifically Fintech, which in turn is helping to improve the company’s
productivity and underwriting skills. We are encouraged by the fact that
Ping An recently hired a strong Head of IR whose role will be to increase
transparency and convince the market that the company is managed
prudently.

Sales Country Sector Rationale

Emaar Malls UAE Real Estate We exited our entire position in Emaar Malls as we were concerned that
the company was not at the forefront of the shift towards e-commerce. We
were also concerned about the company’s treatment of its employees.

HCL Technologies India Information Technology We sold HCL Technologies following its recent rebound. Having met the
management of Tata Consultancy Services, we have gained more
confidence in its high management quality and franchise, and therefore
decided to consolidate our position in that company.
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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 documents. All information and
opinions herein are subject to change without notice.
RBC Global Asset Management is the name used for certain investment advisory subsidiaries of the Royal Bank of Canada. RBC Global Asset Management is the asset
management division of Royal Bank of Canada and includes RBC Global Asset Management (U.S.) Inc., RBC Global Asset Management Inc., RBC Global Asset
Management (UK) Limited, and BlueBay Asset Management LLP, 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.

RBC Funds (Lux) is an open-ended investment company incorporated under the laws of the Grand Duchy of Luxembourg (société d’investissement à capital variable or the
“SICAV”)) and qualifies as an Undertaking for Collective Investment in Transferable Securities under Article 1, paragraph 2, points a) and b) of the Directive 2009/65/EC of
July 13, 2009, as amended.

Prospective investors should review the Prospectus and the Key Investor Information Documents (“KIIDs”) of the SICAV carefully and in their entirety, and consult with their
legal, tax and financial advisors in relation to (i) the legal and regulatory requirements within their own countries for the subscribing, purchasing, holding, converting,
redeeming or disposing of the SICAV’s Shares (the “Shares”); (ii) any foreign exchange restrictions to which they are subject in their own countries in relation to the
subscribing, purchasing, holding, converting, redeeming or disposing of Shares; (iii) the legal, tax, financial or other consequences of subscribing for, purchasing, holding,
converting, redeeming or disposing of Shares; and (iv) any other consequences of such activities.

Copies of the Articles of Incorporation of the SICAV, the current Prospectus, the KIIDs and the latest financial reports may be obtained free of charge during normal office
hours at the registered office of the SICAV in Luxembourg: 14, Porte de France, L- 4360 Esch-sur-Alzette, Grand Duchy of Luxembourg, or at rbcgam.lu.
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