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Market Overview

Global stock markets started the year in a hesitant way, but mostly ended the first month of the year in green territory. The
strong macroeconomic numbers, especially in the US (jobs report, Q4 GDP) showed once again the resilience of the US
economy. Unsurprisingly, the Fed killed - almost entirely - the hope of a first rate cut in March. The ECB also kept interest
rates unchanged and reiterated that they remain in “data-dependent” mode. In this environment, growth stocks
outperformed value stocks. The conflicts in the Middle East and in Ukraine are far from solved, but did not really impact
the market sentiment.

The MSCI Europe ex-UK index delivered positive returns in January. The European Central Bank kept rates on hold at its
January meeting and re-iterated its commitment to remain data-dependent. The composite purchasing managers’ index
(PMI) rose to a preliminary 47.9 in January, its highest level since July. The manufacturing measure beat expectations
suggesting that activity bottomed out in the quarter.

Portfolio Highlights

The Eurozone equity market continued to advance in January. Our performance was in line with the MSCI EMU NR®.
The largest positive contributors were Materials (DSM-Firmenich), Consumer Staples (Kerry), Energy (allocation effect,
underweight) and Financials (Intesa Sanpaolo, KBC).

The largest negative contributors were Industrials (Kingspan, Alfen), Real Estate (WDP, Grand City Properties,
Aedifica) and Consumer Discretionary (no holdings in several outperformers).

Our main transactions:
e In Consumer Discretionary, we exited Inditex while we increased Mercedes.

e In Healthcare, we continued to increase Carl Zeiss after reassuring FY2023 results published in December. We
also reduced Sartorius Stedim for valuation reason. We remain constructive on the fundamentals of the
bioprocessing industry and single-use penetration. The order entry seen at Q4 is supportive and probably
shows that most of the destocking issue is behind us.

e InIndustrials we did some profit taking by reducing Schneider Electric.
e |n Utilities, we reduced EDP Renovaveis.

Outlook

The central banks mood has changed seeing the drop of inflation numbers in the US and the euro zone, the Fed and the
ECB are coming closer to the “pivot” (flexibility to inject liquidity via rate cuts). Depending on the macro data and specifically
on the evolution of the jobs markets, we could expect around hundred basis points rate cuts from the Fed between Q2
and the end of 2024. Regarding the ECB, the first cut should happen by the summer.
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Concerning the 10Y US and German Government yields, in line with the change of policy of the central banks in 2024, we
should expect lower long-term interest rates by year-end, which is positive for growth sectors and stocks. The “growth”
style has been outperforming the “value” style YTD. We expect the momentum of growth stocks to continue with some
volatility.

However, there is still a significant uncertainty regarding the impact of high funding costs on the US, European and Global
economies for 2024. The bottom of the economy should be in H2 2024 or H1 2025. Therefore, we favour stable businesses
with high revenue visibility.

At the start of this year, we are cautious on Equity Markets. Therefore, we have reduced our cyclical exposure after the
strong year-end rally, and we have built a cash position of around 5%. In the next months, we expect some markets drop
before the start of a new bull cycle supported by the central banks. European Equities are still significantly under owned
by global investors and the level of cash of European investors offers some buffer.




