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Themes for the summer

As we head into the summer, we look at themes that
form our current investment thesis

The past couple of weeks have been dominated by political shifts amidst relatively
benign, if slightly disappointing, economic data. In Europe, the election of
Emmanuel Macron has been a positive influx for European politics. The French
president has reached out to Germany, promising French reforms and asking for
greater European integration and social/economic policies. In our opinion, Angela
Merkel, having already achieved everything she could for the German economy,
should be receptive to a greater European focus going forward. We would expect a
two-speed Europe to emerge soon as founding nations march forward towards
greater European unity.

In contrast, the US agenda has been heavily tilted towards isolationism. Mr Trump
has shot more rounds across the bow of NATO, lecturing European leaders on
financial contributions, before heading off to a gripping handshake competition at
the 43 G7 summit. Once back home, he took his country out of the Paris climate
accords, leaving China the defacto leader in international global warming efforts.

Looking ahead, the lack of inflation coupled with still solid economic activity across
the world and lower political risk in Europe is supportive of the well flagged carry
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trade. While geopolitics remain tense (North Korea, Middle East, UK Brexit
negotiations, US growing isolationism), economics are not rocking the boat and
provide a good backdrop for risk assets.

As we head into the summer we look to the following themes that form our current
investment thesis:

We continue to like higher vyielding corporate debt — mainly in
European issuers, particularly contingent convertibles which have
continued to see a strong improvement in fundamentals and where
valuations continue to be extremely attractive despite the large moves
we have seen

Aggressively short of US rates — we remain convinced that the Fed will
continue to raise policy rates broadly in line with its projections (the
‘dots’) relative to market pricing discounting just two rate hikes
between now and December 2018

Selectively long of sovereign debt — Italy spreads have not benefited
from the renewed European political dynamic. We expect early
elections would lead to a coalition government with no anti-European
agenda. We see very little in terms of a catalyst for spreads to widen.
We also favour Greece, Argentina and South Africa

In FX, we maintain our tail hedges (China/Saudi Arabia), are bullish
Norwegian krone despite its correlation to crude prices and remain
biased to short sterling — the upcoming UK general election is proving
a lot more open than expected and shows again how politics can turn
around very quickly. While the prospect of a Labour government
overseeing Brexit negotiations makes for interesting discussions,
negotiations will be tough nonetheless



This document is issued in the United Kingdom (UK) by BlueBay Asset Management LLP (BlueBay), which is authorised and regulated by the UK Financial Conduct
Authority (FCA). BlueBay is also registered with the US Securities and Exchange Commission (SEC) and is a member of the National Futures Association (NFA) as
authorised by the US Commodity Futures Trading Commission (CFTC). This document may also be issued in the United States by BlueBay Asset Management USA
LLC which is registered with the SEC and the NFA. In Japan, by BlueBay Asset Management International Limited which is registered with the Kanto Local Finance
Bureau of Ministry of Finance, Japan. In Switzerland, by BlueBay Asset Management AG where the Representative and Paying Agent is BNP Paribas Securities
Services, Paris, succursale de Zurich, Selnaustrasse 16, 8002 Zurich, Switzerland. The place of performance is at the registered office of the Representative. The
courts of the registered office of the Swiss representative shall have jurisdiction pertaining to claims in connection with the distribution of the Shares in
Switzerland. In Germany, BlueBay is operating under a branch passport pursuant to the Alternative Investment Fund Managers Directive (Directive 2011/61/EU).
In Australia, BlueBay is exempt from the requirement to hold an Australian financial services licence under the Corporations Act in respect of financial services as
it is regulated by the FCA under the laws of the UK which differ from Australian laws. In Canada, BlueBay is not registered under securities laws and is relying on
the international dealer exemption under applicable provincial securities legislation, which permit BlueBay to carry out certain specified dealer activities for
those Canadian residents that qualify as "a Canadian permitted client”, as such term is defined under applicable securities legislation. The registrations and
memberships noted should not be interpreted as an endorsement or approval of any of the BlueBay entities identified by the respective licensing or registering
authorities.

Unless otherwise stated, all data has been sourced by BlueBay. To the best of BlueBay’s knowledge and belief this document is true and accurate at the date
hereof. BlueBay makes no express or implied warranties or representations with respect to the information contained in this document and hereby expressly
disclaim all warranties of accuracy, completeness or fitness for a particular purpose. The document is intended only for “professional clients” and “eligible
counterparties” (as defined by the FCA) or in the US by “accredited investors” (as defined in the Securities Act of 1933) or “qualified purchasers” (as defined in
the Investment Company Act of 1940) as applicable and should not be relied upon by any other category of customer.

This document does not constitute an offer to sell or the solicitation of an offer to purchase any security or investment product in any jurisdiction and is for
information purposes only. This document is not available for distribution in any jurisdiction where such distribution would be prohibited and is not aimed at
such persons in those jurisdictions. Except where agreed explicitly in writing, BlueBay does not provide investment or other advice and nothing in this document
constitutes any advice, nor should be interpreted as such. No BlueBay offering will be made except pursuant and subject to the offering memorandum and
subscription materials. This document is for general information only and is not a complete description of an investment in any BlueBay strategy. If there is an
inconsistency between this document and the offering materials for the BlueBay the provisions in the Offering Materials shall prevail. Past performance is not
indicative of future results. The investments discussed may fluctuate in value and investors may not get back the amount invested. You should read the offering
materials carefully before considering an investment with BlueBay.

No part of this document may be reproduced in any manner without the prior written permission of BlueBay. In the United States, this document may be
provided by RBC Global Asset Management (U.S.) Inc. ("RBC GAM-US"), an SEC registered investment adviser. In Asia, this document may be provided by RBC
Investment Management (Asia) Limited, which is registered with the Hong Kong Securities and Futures Commission. RBC Global Asset Management (RBC GAM) is
the asset management division of Royal Bank of Canada (RBC) which includes BlueBay, RBC GAM-US, RBC Investment Management (Asia) Limited and RBC Global
Asset Management Inc., which are separate, but affiliated corporate entities. Copyright 2017 © BlueBay, is a wholly-owned subsidiary of RBC and BlueBay may
be considered to be related and/or connected to RBC and its other affiliates. ® Registered trademark of RBC. RBC GAM is a trademark of RBC. BlueBay Asset
Management LLP, registered office 77 Grosvenor Street, London W1K 3JR, partnership registered in England and Wales number OC370085. All rights reserved.



