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RBC Funds (Lux) - U.S. Small Cap Equity Fund – Fourth Quarter 2011 Commentary

U.S. equity markets produced sizable gains in the fourth quarter, but almost all of the gains were produced in a 
rally in October, with equities essentially flat with high volatility in November and December.  Prospects for 
sustained U.S. economic growth improved somewhat in the period, while those for Europe deteriorated due to 
sovereign debt issues and increased uncertainty with regard to the future of the euro.

Within the U.S. small cap market as represented by the Russell 2000 index, those companies with the lowest 
price/earnings ratios and the highest beta’s were generally the best performers in the fourth quarter.  For the full 
year 2011, low beta and high return on equity were the dominant positive performance factors in the Russell 
2000 index.  The RBC Funds (Lux) - U.S. Small Cap Equity Fund (the “fund”) has a somewhat lower 
price/earnings valuation, a slightly higher beta, and a significantly higher return on equity than the Russell 2000 
index.  

All economic sectors of the Russell 2000 produced positive performance in the fourth quarter.  The three best 
performing sectors were energy (+26%), industrials (+19%), and financials (+16%).  The fund is heavily 
overweight compared to the Russell 2000 index in industrials, slightly overweight in energy, and significantly 
underweight in financials.  The weakest performing economic sectors in the Russell 2000 index in the fourth 
quarter were telecommunication services (+8%), consumer staples (+9%), and utilities (+11%).  The fund is 
underweight compared to the index in consumer staples and utilities, and owns nothing in the tiny 
telecommunication services sector.

The fund had one full month of investment performance in the fourth quarter.  For the month of December, the 
Fund was up 0.8% compared to a 0.7% return for the Russell 2000, a positive 0.1% differential.  The most 
important positive performance factor in the month was a buyout offer for portfolio holding Delphi Financial 
Group, at a sizable premium to its public market stock valuation.  The biggest detriment to performance relative 
to the index was the sector underweight in financials, the best performing economic sector in the Russell 2000 in 
the month of December.

The fund strategy focuses on neglected small cap companies with attractive long-term business fundamentals, 
near-term profitability improvement potential, and low relative valuations.  The strategy emphasizes market 
leaders with proven products or services, sustainable competitive advantages, solid balance sheets, and 
attractive cash flows.  While sector weightings are a result of bottom-up research and stock selection, the 
portfolio remains positioned for economic recovery with overweights in the economically-sensitive industrials, 
consumer discretionary, materials, and energy sectors.  Downside protection is provided by the superior return 
on equity and balance sheet profile of the portfolio compared to the Russell 2000, and its discounted valuation 
metrics compared to the index.
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Important Information:
This information is intended for Professional Investor use only. Not for public distribution.
RBC Funds (Lux) is an open-ended investment company incorporated under the laws of the Grand Duchy of 
Luxembourg (société d’investissement à capital variable or “SICAV”) and qualifies as an Undertaking for 
Collective Investment in Transferable Securities (“UCITS”) under Article 1(2) of the EC Directive 85/611 of 
December 20, 1985, as amended (the "Directive 85/611/EEC").
This document and any information contained herein including investment and economic outlook information, 
opinions and estimates (collectively, the “Materials”) is provided for information purposes only and do not 
constitute advice or an offer, solicitation or invitation to buy or sell any securities or related financial instruments.  
The Materials are not directed at or intended for use by any person resident or located in any jurisdiction where 
(1) the distribution of such information or functionality is contrary to the laws of such jurisdiction or (2) such 
distribution is prohibited without obtaining the necessary licenses and such authorizations have not been 
obtained.  The SICAV’s Sub-Funds mentioned in the Materials (“Funds”) may not be eligible for sale or available 
to residents of certain countries or certain categories of investors. 
Prospective investors should review the Prospectus of the SICAV carefully and in its entirety, and consult with 
their legal, tax and financial advisors in relation to (i) the legal and regulatory requirements within their own 
countries for the subscribing, purchasing, holding, converting, redeeming or disposing of SICAV’s Shares (the 
“Shares”); (ii) any foreign exchange restrictions to which they are subject in their own countries in relation to the 
subscribing, purchasing, holding, converting, redeeming or disposing of Shares; (iii) the legal, tax, financial or 
other consequences of subscribing for, purchasing, holding, converting, redeeming or disposing of Shares; and 
(iv) any other consequences of such activities.
Past performance may not be a reliable guide to future performance. The value of investments and any income 
from them is not guaranteed and may fall or rise and the investor may not get back the original investment. 
Exchange rate movement could increase or decrease the value of underlying investments/ holdings. 
Index returns are for illustrative purposes only, do not represent actual fund performance and do not reflect any 
management fees, transaction costs or expenses. Indexes are unmanaged and one cannot invest directly in an 
index. 
None of the Shares of the Funds has been or will be registered for sale or distribution in Canada or in the United 
States. 
Copies of the Articles of Incorporation of the SICAV, the current Prospectus and the latest financial reports may 
be obtained free of charge during normal office hours at the registered office of the SICAV in Luxembourg: 14, 
Porte de France, L-4360 Esch-sur-Alzette, Grand Duchy of Luxembourg.
The Materials are provided on an "as is, where is" basis and the Funds, RBC Global Asset Management Inc. and 
their affiliates and subsidiaries (“RBC Companies”) do not make any express or implied warranties, 
representations, or endorsements with respect to the Materials, including without limitation, warranties as to 
merchantability, operation, non-infringement, usefulness, completeness, accuracy, currency, reliability, 
correctness and fitness for a particular purpose.  All opinions and estimates contained in the Materials constitute 
our judgment as of the indicated date of the information and are subject to change without notice.  Interest rates 
and market conditions are subject to change.
None of the RBC Companies are responsible, and will not be liable to you or anyone else, for any damages 
whatsoever and howsoever caused (including direct, indirect, incidental, special, consequential, exemplary or 
punitive damages) arising out of or in connection with the Materials or any action or decision made by you in 
reliance on the Materials, or any errors in or omissions or any unauthorized use or reproduction of the Materials, 
even if an RBC Company has been advised of the possibility of these damages.
® Registered trademark of Royal Bank of Canada.  RBC Global Asset Management is a trademark of Royal 
Bank of Canada.  Used under licence. © RBC Global Asset Management Inc. 2012
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