Strategy Profile
RBC Fossil Fuel Free Global Equity
Investment Objective

 Seek to provide long term capital growth, while explicitly restricting exposure to
fossil fuels. Companies that are directly involved in extracting, processing or
transporting coal, oil or natural gas and companies included in “The Carbon
Underground 200” are excluded from the strategy.

Benchmark

 MSCI All Country World Total Return Net Index (CAD)

Inception Date & Vehicle

 November 30, 2016 (offered via Canadian OM pooled fund).

Strategy Assets & Clients

 $82.5 million as of December 31, 2016.
 1 client currently invested in the strategy.

Investment Team

 The strategy is managed by the RBC GAM Global Equity Team, led by Habib
Subjally; which is comprised of seven industry specialists and three portfolio
construction experts.
 There have been no personnel changes to the team within the last three years.

Underlying Investment
Philosophy

 The RBC GAM Global Equity Team’s investment model is consistent across all
the strategies they manage. The approach is characterized by, i) long-term
investment horizon, ii) fundamental approach - believe that the worth of a
business is ultimately determined by the cash flows it generates, iii) an
ownership mentality – believe that purchasing an equity investment means
assuming the ownership duty of responsible engagement, and iv) alignment of
interests – personal success is a function of clients’ investment success.

Investment Style

 Concentrated core equity strategy with a growth at a reasonable price tilt.

Investment Guidelines &
Constraints










Individual position size: 7.5% maximum;
Sector diversification: invested in a minimum of 6 sectors;
Sector exposure: +/-10% relative to the index;
Regional exposure: all regions (North America, Europe, Asia): +/-15% relative
to the index / emerging markets: up to 20% of the portfolio;
ETFs: Ability to invest up to 10%;
Country exposure: U.S.: +/- 15% / +/-10% all other countries, relative to index;
Market capitalization: primarily invested in mid-large cap; up to 20% may be
invested in small cap stocks;
No companies that are directly involved in extracting or transporting coal, oil or
natural gas or those included in “The Carbon Underground 200”.

Number of holdings

 Expected to hold between 30-70 securities.
 The portfolio held 34 securities as of December 31, 2016.

Estimated Capacity

 With regard to the global, EAFE and ACWI strategies managed by the firm’s
global equity team, a soft close would likely be initiated when the combined
total of all strategies reaches approximately US$10 billion, with a hard close
anticipated at approximately US$10-15 billion.
 The RBC Global Equity Team currently manages approximately US$6.8 billion
on behalf of institutional and individual clients.
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RBC Fossil Fuel Free Global Equity
Compliant with Federal
Pension Benefits Standard Act

 The strategy does not currently claim compliance with Federal Pension Benefits
Standard Act. However, PH&N has stated that the firm can ensure compliance
in the future. The lack of current compliance reflects that the firm does not
monitor this strategy at this time as it is not owned by pension clients.

Notable Points of Interest
Similarity to RBC Global Focus


There is a high degree of holdings overlap between the RBC Global Equity Focus and RBC Fossil Fuel Free
Global Equity.



The RBC Global Equity Focus and RBC Fossil Fuel Free Global Equity held 36 and 34 securities (excluding
cash), respectively. Of which, 32 securities were common between the two portfolios, representing an 89%
overlap.

Comparison of RBC Global Equity Focus vs.
RBC Global Fossil Fuel Free
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* As of December 31, 2016


In converting the portfolio from the core Global Equity Focus strategy to Fossil Fuel Free, the investment team
removes the fossil-fuel associated stocks and will add additional stocks from its research list to balance out the
risk exposures. See the chart below for an example of the removals and additions.

3

Limited Performance Track Record


The RBC Fossil Fuel Free Global Equity was launched on November 30, 2016, hence having a limited
performance track record at this time.



However, given the high degree of overlap between the strategy and the RBC Global Equity Focus,
performance of the RBC Global Equity Focus was used to provide a proxy of what performance could look
like going forward. RBC Global Equity Focus has generated a successful track record since its inception in
Canada in 2014.



The team responsible for managing Global Equity Focus has a 10-year track record managing global equities
(team was First State prior to RBC acquisition in 2014). A performance composite which includes Global
Equity Focus and other similar concentrated global equity strategies, has been included below.
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Portfolio Exposure – Energy


Potential clients should be made aware that the portfolio will have no exposure to the Energy sector, which has
historically represented anywhere between 7-12% of the MSCI All Country World Index. As shown below, the
MSCI All Country World Index ex Fossil Fuels has outperformed the broad market over the recent period (i.e.
last 5 years), but this is partly attributed to Energy underperforming since 2013.



When looking over the longer term, Energy, while volatile has the ability to provide a return enhancement.
Therefore, potential clients should be educated and understand that by investing in the RBC Fossil Fuel Free
Global Equity, that performance could potentially be limited on the upside when market conditions are
favorable to the Energy sector.
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Investor Concentration Risk


At this time, there is one third party institutional client invested in the RBC Global Fossil Fuel Free Global
Equity strategy, representing $82.5 million in assets under management. There is no seed capital in the
portfolio currently, but the firm would commit to putting in seed capital in the event that the client exited the
strategy.

Portfolio Exposures – Carbon Intensity


Many investors in Fossil Free and Carbon Light strategies look at a metric called “Carbon Intensity” to gauge
how much exposure the portfolios have to carbon emissions. RBC GAM measures the carbon footprint
(emissions) of both the RBC Global Equity Focus and RBC Global Fossil Fuel Free using data from
Bloomberg/MSCI and compared them with the broad MSCI World.



The RBC Global Equity Focus has 36% less intensity than the MSCI World, mostly driven by the fact that the
portfolio tends not to own as many heavy industrials, coal fired power generators and limited exposure to the
Energy sector. Whereas the RBC Global Fossil Fuel Free has 52% less intensity than the MSCI World, due to
the additional exclusion of energy producers.
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Current Portfolio Allocations

