For professional clients only
December 2018

Word of the Year
Policy moves to centre stage
 ‘Tariffs’ is our Word of the Year in a time of policy change
 Despite the serious backdrop, company executives are increasingly happy
By Alex Ions, Head of Alternative Data Research at Rosenberg Equities

As we continue to develop our NLP (Natural Language
Processing) stock-picking models, we have also been looking
at the most recent changes in US companies’ quarterly
results calls transcripts. We hope to spot the latest emerging
patterns in companies’ priorities, and we’ll pick a distinctive
2018 ‘Word of the Year’.

Chart 1: Boring but important - tax reform

In summary, we find that political and regulatory
developments are rapidly becoming prominent. We think this
gives a good sense of a changing mood in the market as
companies struggle to emphasise their own ‘growth stories’,
including technological progress, against this backdrop of
important external events.
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Tax reform arrives

Source: AXA Investment Managers Rosenberg Equities, Factset. Management
Presentation section. Chart shows number of meetings in which word is used.
Based on Rosenberg Equities’ internal universe of US securities during the
timeframe shown.

The Tax Cuts and Jobs Act was passed in December 2017, so
this year companies explained its impact on their financial
position. Following tax reform, deferred taxation naturally
1
saw much more discussion (Chart 1) . Most distinctively, in
our view, the new repatriation tax on the accumulated
earnings of foreign subsidiaries has been increasingly
discussed in detail by multinational companies. This word has
been virtually unused since the 2004 tax holiday policy
measures. How companies respond is having important
consequences for their choices on distributions to
shareholders including buybacks.
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Trade tensions impose themselves
Ideally for companies, trade policy would remain a
background topic. But with the introduction of tariffs on
metals, washing machines, solar panels and goods from
China during 2018, this subject has come to the fore. The
duties on steel and aluminum (25% and 10% tariffs
respectively) have needed discussion (Chart 2). This is a
major change in the operating environment for many US
companies, and we choose ‘tariffs’ as our Word of the Year.
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In all the charts we show the number of meetings where each word is
mentioned. Over the 2005-2018 period, the annual total meetings remained
constant at around 13,000.
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Chart 2: Trade tensions
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particularly affect subscription-based business models; over
6% of companies discussed revenue recognition this year, up
from 1.7% in 2016.
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Source: AXA Investment Managers Rosenberg Equities, Factset. Management
Presentation section. Chart shows number of meetings in which word is used.
Based on Rosenberg Equities’ internal universe of US securities during the
timeframe shown.

A bad year for weather
This year hurricanes saw the most mentions since 2005/06
(Katrina and its aftermath) as hurricane Florence and other
Atlantic storms disrupted businesses (Chart 3). Wildfires also
saw a big jump as a topic in earnings calls as a result of the
second consecutive year of severe fires in California,
although mentions remain relatively rare.

Ordinarily, we would expect to see a few brand new
technologies being discussed during earnings calls. 2017 saw
a breakthrough in mentions for artificial intelligence, IoT
(‘Internet of Things’) and so on, which have been sustained
this year (Chart 4). But in 2018 we have very little genuinely
new technology to talk about. Just one exception: blockchain
saw a big jump in mentions. In fact, it seems that mentions
peaked in Q2 2018 and have since been falling (not shown on
the chart). Furthermore, the associated Bitcoin and
cryptocurrency trends get fewer mentions so maybe
companies are mostly seeing distributed ledger technologies
as a chance to improve their operations, rather than as a
financial opportunity.
Chart 4: Technology - no major breakthroughs
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Chart 3: Worse weather
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Source: AXA Investment Managers Rosenberg Equities, Factset. Management
Presentation section. Chart shows number of meetings in which word is used.
Based on Rosenberg Equities’ internal universe of US securities during the
timeframe shown.
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Source: AXA Investment Managers Rosenberg Equities, Factset. Management
Presentation section. Chart shows number of meetings in which word is used.
Based on Rosenberg Equities’ internal universe of US securities during the
timeframe shown.

Revenue recognition: ASC 606
The ASC 606 revenue recognition accounting standards came
into effect, starting with December 2017 reports. They

It’s fair to say that most of us, apart from a few diehard
politics nerds, are growing tired of the discussion of the
important issues around Brexit. US companies are no
exception: we saw much less discussion of Brexit in 2018
(mentioned in 114 meetings) than in 2017 (338) or 2016
(553). Indeed analysts’ questions on Brexit dwindled to
almost zero this year. During 2019 it will be worth paying
attention to whether US companies’ and their analysts’
apparently relaxed approach to Brexit preparation is justified.
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Happy holidays
Lastly, we all know that company management teams are a
serious group. So we looked for evidence that executives
were looking forward to relaxation during the forthcoming
holiday season. Thanksgiving, Christmas and happy holidays
don’t get many mentions unfortunately. This was somewhat
concerning. We wanted to check that the top people were
content despite this, and found a reassuring trend. Over the
past 15 years, there has been a rapid growth in executives
saying I’m happy and we’re happy during their prepared
remarks. On the other hand when we looked at analyst
colleagues’ questions we were more alarmed. They have not
been sharing their happiness to the same degree (Chart 5).
So we would like to wish them, especially, happy holidays,
with good wishes for a new year full of interesting quarterly
meetings, maybe with some new and exciting words.

Chart 5: Spare a thought for the analysts
500
400

I'm happy
we're happy

Management:
really happy now

analysts 'happy'

300
200

Analysts: sad?
Or just serious?

100
0
Dec-05

Dec-07
Dec-09
Dec-11
Dec-13
Dec-15
Dec-17
Source: AXA Investment Managers Rosenberg Equities, Factset. Management
Presentation and analysts’ Questions sections. Chart shows number of
meetings in which word is used. ‘Analysts happy’ is the sum of meetings
including a participant question including the phrases ‘I’m happy’ and ‘we’re
happy’. Based on Rosenberg Equities’ internal universe of US securities during
the timeframe shown.
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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 and weights of which may be subject to change. 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.
©2018 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. Depending on the relevant
issuing entity, the following additional disclosures may apply:
For Australian investors: AXA Investment Managers Asia (Singapore) Ltd (ARBN 115203622) is exempt from the requirement to hold an Australian Financial
Services License and is regulated by the Monetary Authority of Singapore under Singaporean laws, which differ from Australian laws. AXA IM offers financial
services in Australia only to residents who are “wholesale clients" within the meaning of Corporations Act 2001 (Cth).
For European investors: AXA Investment Managers UK Ltd is authorised and regulated by the Financial Conduct Authority in the United Kingdom. Registered in
England and Wales No. 01431068. Registered Office: 7 Newgate Street, London EC1A 7NX. This material is intended for the use of persons meeting the MiFID
client classification of Professional Clients or Eligible Counterparties and is not approved for communication to retail customers in any territory. The financial
instruments used carry inherent risks which are unavoidable such as Market Risk, Credit Risk, Liquidity Risk and other risks. These risks are described in detail
in our Risk Warnings document which is available upon request.
For Hong Kong investors: In Hong Kong, this document is issued by AXA Investment Managers Asia Limited (SFC License No. AAP809), which is authorized and
regulated by Securities and Futures Commission. This document is to be used only by persons defined as “professional investor” under Part 1 of Schedule 1 to
the Securities and Futures Ordinance (SFO) and other regulations, rules, guidelines or circulars which reference “professional investor” as defined under Part 1
of Schedule 1 to the SFO. This document must not be relied upon by retail investors. Circulation must be restricted accordingly. The authorisation of any fund
by the Securities and Futures Commission in Hong Kong (“SFC”) does not imply official approval or recommendation. SFC authorization of a fund is not a
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recommendation or endorsement of a fund nor does it guarantee the commercial merits of a fund or its performance. It does not mean the fund is suitable for
all investors nor is it an endorsement of its suitability for any particular investor or class of investors. Where any of the Funds is not authorized by the SFC, the
information contained herein in connection with such unauthorized Fund is solely for the use of professional investors in Hong Kong. Materials exempted from
authorization by the SFC have not been reviewed by the SFC.
For Japanese investors: AXA Investment Managers Japan Ltd., whose registered office and principal place of business is at NBF Platinum Tower 14F 1-17-3
Shirokane, Minato-ku, Tokyo 108-0072, Japan, which is registered with the Financial Services Agency of Japan under the number KANTOZAIMUKYOKUCHO
(KINSHO) 16, and is a member of Japan Securities Dealers Association, Type II Financial Instrument Firms Association, Investment Trust Association of Japan
and Japan Investment Advisors Association to carry out the regulated activity of Financial Instrument Business under the Financial Instrument Exchange Law of
Japan. In Japan, none of the funds mentioned in this document are registered under the Financial Instrument Exchange Law of Japan or Act on Investment
Trusts and Investment Corporations. This document is purely for the information purpose for use by Qualified Institutional Investors defined by the Financial
Instrument Exchange Law of Japan.
For Korean investors: In Korea, AXA Investment Managers Asia (Singapore) Ltd is a registered Cross Border Investment Advisor/Discretionary Investment
Management Company under the Financial Investment Services and Capital Markets Act (the “Act”). The activities referenced under the Act are 5-2-2
Investment Advisory Business and 6-2-2 Discretionary Investment Management Business, respectively. Its financial services are available in Korea only to
Professional Investors within the meaning of Article 10 of Enforcement Decree of the Financial Investment Services and Capital Markets Act. The relevant
offering documents contain important information on selling restrictions and risk factors. You should read them carefully before entering into any transaction.
It is your responsibility to be aware of and to observe all applicable laws and regulations of any relevant jurisdiction.
To the extent that any fund is mentioned in this document, neither the fund nor AXA IM Asia is making any representation with respect to the eligibility of any
recipients of this document to acquire the units/shares in the fund under the laws of Korea, including but without limitation the Foreign Exchange Transaction
Act and Regulations thereunder. The units/shares have not been registered under the Financial Investment Services and Capital Markets Act of Korea, and
none of the units/shares may be offered, sold or delivered, or offered or sold to any person for re-offering or resale, directly or indirectly, in Korea or to any
resident of Korea except pursuant to applicable laws and regulations of Korea.
For Singapore investors: In Singapore, this document is issued by AXA Investment Managers Asia (Singapore) Ltd. (Registration No. 199001714W). This
document is for use only by Institutional Investors as defined in Section 4A of the Securities and Futures Act (Cap. 289) and must not be relied upon by retail
clients or investors. Circulation must be restricted accordingly.
For Swiss Investors: For Switzerland this information is intended exclusively for Qualified Investors according to Swiss law. Circulation must be restricted
accordingly. The Swiss representative for the Irish-domiciled open-ended Unit Trust AXA Rosenberg Equity Alpha Trust, is First Independent Fund Services Ltd,
Klausstrasse 33, CH-8008 Zurich. The Swiss paying agent is Credit Suisse, Paradeplatz 8, CH-8001 Zurich. The current prospectus, the Key Investor Information
Document (the ‘KIID’) as well as the annual and semi-annual reports can be obtained free of charge from the Swiss representative. In respect of the units
distributed in and from Switzerland, the place of jurisdiction is Zurich, Switzerland.
For US investors: Further information on AXA Rosenberg Investment Management LLC’s fees may be found in its Form ADV Part 2 or provided upon request.
The collection of management fees produces a compounding effect on the total rate of return net of management fees. As an example, the effect of
management fees on the total value of an investor’s portfolio assuming a) quarterly fee assessment, b) $1,000,000 investment, c) portfolio return of 8% a
year, and d) 1.00% annual investment management fee would be $10,416 in the first year, and cumulatively $59,816 over five years and $143,430 over ten
years.
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