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Macroeconomic and equity market backdrop
 The global economy continues to deliver modest growth on the back of a resilient US. Elsewhere,
macroeconomic data has been disappointing, with the Eurozone, UK and China all showing signs of weakness.
Looking ahead, the key threat to growth for both the US and the rest of the world would be an escalation of
trade tensions.
 Trade-related macro uncertainty has led to a wave of dovish commentary from major central banks. We now
expect the US Federal Reserve to deliver two rate cuts this year and the European Central Bank to cut its
deposit rate in September on the back of persistent weakness in the Eurozone. In the absence of a major
negative trade shock, our view is that policy stimulus should support economic growth into 2020.
 We expect equities to deliver low single-digit earnings growth on the back of soft top line growth. However
recent margin pressures, driven by rising labour costs, may ease if macro conditions continue to weaken.
 Market valuations are now trading close to their long-term average; however, this masks a higher-than-normal
gap between the most expensive and cheapest stocks in the market.

Factor outlook
Quality
Positive
Low Volatility
Neutral
Value
Neutral
Momentum
Negative

Against a demanding backdrop for earnings, Quality should perform well as investors favour companies
with a proven track record of sustaining profitability and delivering stable earnings growth.

While Low Volatility should benefit from lower interest rate expectations, we maintain a neutral outlook
because some Low Volatility equity has become expensive. We would advocate an active approach to
help mitigate this valuation concern. In a scenario where trade tensions escalate, the defensive
attributes of Low Volatility will likely become a highly sought-after safe haven.
Although Value is often challenged late in the cycle, it is currently oversold and cheap by historical
standards. Valuation dispersion is also elevated, meaning there is increased opportunity to identify
undervalued stocks. Value could outperform if the conditions that have fuelled the recent dominance of
Momentum/Growth subside.

While Momentum has the potential to change quickly, we expect it to be challenged as tepid earnings
growth and uncertainty over US trade policy result in bouts of market volatility.

Source: Rosenberg Equities, 30 June 2019. The views expressed above are as of the date of this document. No guarantee or warranty is made regarding the
outlook above. Investors should not base their investment decisions on the commentary provided and should consult their advisers before doing so.
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Source: Rosenberg Equities. Factor returns to 30 June 2019 (as calculated on 11 July 2019). The charts show univariate factor returns based on the MSCI World
Index universe and are square root of market cap weighted and net of market returns. Factors shown are simple risk factors and Rosenberg Equities’
proprietary factors: Rosenberg Quality (combines proprietary measures of Earnings Sustainability and forecasted change in Earnings Sustainability); Rosenberg
Value (combines proprietary valuation and earnings forecast models as well as a machine learning ‘value trap’ model); and, Rosenberg Momentum (combines
price momentum with analyst revisions and a natural language processing news sentiment measure). The bar charts are for illustrative purposes only and are
not based on actual portfolio returns. Rosenberg proprietary factors are individually available as investment strategies; however the factor returns shown
should not be used to extrapolate performance of Rosenberg strategies. Past performance is not a guide to future performance.
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Important Information

This communication is for professional/institutional investors only and must not be relied upon by retail investors. Any reproduction /
redistribution of this information is prohibited.
This material is published for informational purposes only and is neither an offer to enter into, or a term or condition of any business or agreement with the
recipient or any other party, nor is it a solicitation for any services, securities, or funds herein, nor is it intended to provide investment, tax, or legal advice. If
this material refers to funds, investments made therein are subject to the relevant fund documents. This material is not intended for distribution to persons or
in jurisdictions where prohibited. No representation is made that any of the services, securities, or funds herein are suitable for any particular investor, and
therefore, any prospective investor should consult their financial or other advisors about the appropriateness thereof. No representation or warranty is given
as to the accuracy or completeness of this material. Investments may decrease in value and that past or backtested performance is no guide to future
performance. Forward-looking or simulated data or information herein are subject to inherent limitations and are based upon assumptions that may not
materialize, and may vary significantly from actual results. Investment models, research, and risk controls described herein do not guarantee against loss of
principal, nor that any investment objectives shown herein will be achieved. The data, projections, forecasts, anticipations, hypotheses and/or opinions herein
are subjective, and are not necessarily used or followed by the firm or its affiliates who may act based on their own opinions and as independent departments
or entities within the organization. This information is always subject to change and all rights are reserved thereof. Performance shown, unless otherwise
stated, is gross of management fees. An investor’s actual return will be reduced by management fees and other expenses the investor may incur.
The firm seeks to achieve its clients’ investment objectives primarily through reliance on the modelling of proprietary and 3rd party financial and non-financial
data, information, and considerations, the sources, weights, and implementation of which may be subject to change and/or the discretion of the firm
regardless of whether described herein or elsewhere. Although many of its investment approaches are driven by bottom-up stock selection akin to that of a
traditional fundamental investor, the firm seeks to achieve its clients’ investment objectives primarily in reliance on analytical models. The goal of the firm’s
systematic approach is not to replicate a perfect “model” portfolio; instead, like other long-term, fundamentally oriented investors, it seeks to create
portfolios possessing ex ante those fundamental and statistically important characteristics reflecting our investment beliefs. The firm’s ability to implement its
investment objectives depends on various considerations such as the models’ economic, analytical and mathematical underpinnings, the accurate
encapsulation of those principles in a complex computational (including software code) environment, the quality of the models’ data inputs, changes in market
conditions, and the successful expression of the models' views into the investment portfolio construction process. Many of these have subjective elements
that present the possibility of human error. While the investment process principally relies on models, the firm’s process also incorporates the investment
judgment of its portfolio managers who may exercise discretion in attempting to capture the intent of the models, particularly in changing market conditions.
The firm’s success in implementing its investment objectives may depend on the ability of portfolio managers and others to interpret and implement the
signals generated by the models. The firm has established certain systematic rules and processes for monitoring client portfolios to ensure that they are
managed in accordance with their investment objectives, but there is no guarantee that these rules or processes will effectively manage the risks associated
with its investment process under all market conditions. While the firm employs controls designed to assure that our models are sound in their development
and appropriately adapted, calibrated and configured, analytical error, software development errors, and implementation errors are an inherent risk of
complex analytical models and quantitative investment management processes. These errors may be extremely hard to detect, and some may go undetected
for long periods of time or indefinitely. The firm’s controls, including our escalation policies, are designed to ensure that certain types of errors are subject to
review once discovered. However, the effect of errors on our investment process and, where relevant, performance (which can be either positive or negative)
may not be fully apparent even when discovered. When the firm discovers an investment process error in one of its models, it may in good faith and in
accordance with its obligations, decide not to correct the error, to delay correction of an error, or develop other methodology to address the error, if not
inconsistent with the client’s interests. Also, the firm generally will not disclose to affected clients investment process errors that are not the result of a
contractual or regulatory breach, or that are non-compensable, unless it otherwise determines that information regarding the error is material to its clients.
If MSCI information appears herein, it may only be used for your internal use, it may not be reproduced or re-disseminated in any form, and it may not be used
as a basis for, or a component of, any financial instruments or products or indices. None of the MSCI information is intended to constitute investment advice
or a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such. Historical data and analysis should
not be taken as an indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information is provided on an “as is” basis and
the user of this information assumes the entire risk of any use made of this information. MSCI, each of its affiliates and each other person involved in or
related to compiling, computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly disclaims all warranties (including, without
limitation, any warranties of originality, accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a particular purpose) with
respect to this information. Without limiting any of the foregoing, in no event shall any MSCI Party have any liability for any direct, indirect, special, incidental,
punitive, consequential (including, without limitation, lost profits) or any other damages. (www.mscibarra.com).
©2019 AXA Investment Managers. All rights reserved.
Please note that references to “Rosenberg Equities” herein refer solely to an expertise of AXA Investment Managers and not a specific legal entity. These
materials are issued by the relevant AXA Investment Managers legal entity located in the recipient’s respective jurisdiction or region.
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