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policies relating to dealing ahead of the dissemination of 
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Please contact your Credit Suisse representative for more information 

Every investment involves risk, especially with regard to fluctuations in value and return. If an investment is denominated in a currency other than your base currency, changes in the rate of 

exchange may have an adverse effect on value, price or income.  

 

For a discussion of the risks of investing in the securities mentioned in this document, please refer to the following Internet link: https://investment.credit-suisse.com/gr/riskdisclosure/  

 

This document may include information on investments that involve special risks. You should seek the advice of your independent financial advisor prior to taking any investment decisions 

based on this document or for any necessary explanation of its contents. Further information is also available in the information brochure “Special Risks in Securities Trading” available from 

the Swiss Bankers Association.  

 

Past performance is not an indicator of future performance. Performance can be affected by commissions, fees or other charges as well as exchange rate fluctuations.  

 

Financial market risks  

Historical returns and financial market scenarios are no guarantee of future performance. The price and value of investments mentioned and any income that might accrue could fall or rise 

or fluctuate. Past performance is not a guide to future performance. If an investment is denominated in a currency other than your base currency, changes in the rate of exchange may 

have an adverse effect on value, price or income. You should consult with such advisor(s) as you consider necessary to assist you in making these determinations.  

 

Investments may have no public market or only a restricted secondary market. Where a secondary market exists, it is not possible to predict the price at which investments will trade in the 

market or whether such market will be liquid or illiquid.  

 

Emerging markets  

Where this document relates to emerging markets, you should be aware that there are uncertainties and risks associated with investments and transactions in various types of investments 

of, or related or linked to, issuers and obligors incorporated, based or principally engaged in business in emerging markets countries. Investments related to emerging markets countries 

may be considered speculative, and their prices will be much more volatile than those in the more developed countries of the world. Investments in emerging markets investments should 

be made only by sophisticated investors or experienced professionals who have independent knowledge of the relevant markets, are able to consider and weigh the various risks presented 

by such investments, and have the financial resources necessary to bear the substantial risk of loss of investment in such investments. It is your responsibility to manage the risks which 

arise as a result of investing in emerging markets investments and the allocation of assets in your portfolio. You should seek advice from your own advisers with regard to the various risks 

and factors to be considered when investing in an emerging markets investment.  

 

Alternative investments  

Hedge funds are not subject to the numerous investor protection regulations that apply to regulated authorized collective investments and hedge fund managers are largely unregulated. 

Hedge funds are not limited to any particular investment discipline or trading strategy, and seek to profit in all kinds of markets by using leverage, derivatives, and complex speculative 

investment strategies that may increase the risk of investment loss.  

 

Commodity transactions carry a high degree of risk and may not be suitable for many private investors. The extent of loss due to market movements can be substantial or even result in a 

total loss.  

 

Investors in real estate are exposed to liquidity, foreign currency and other risks, including cyclical risk, rental and local market risk as well as environmental risk, and changes to the legal 

situation.  

  

Interest rate and credit risks  

The retention of value of a bond is dependent on the creditworthiness of the Issuer and/or Guarantor (as applicable), which may change over the term of the bond. In the event of default by 

the Issuer and/or Guarantor of the bond, the bond or any income derived from it is not guaranteed and you may get back none of, or less than, what was originally invested. 

Risk warning 
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Investment Strategists are responsible for multi-asset class strategy formation and subsequent implementation in CS’s discretionary and advisory businesses. If shown, Model Portfolios 

are provided for illustrative purposes only. Your asset allocation, portfolio weightings and performance may look significantly different based on your particular circumstances and risk 

tolerance. Opinions and views of Investment Strategists may be different from those expressed by other Departments at CS. Investment Strategist views may change at any time without 

notice and with no obligation to update. CS is under no obligation to ensure that such updates are brought to your attention.  

  

From time to time, Investment Strategists may reference previously published Research articles, including recommendations and rating changes collated in the form of lists. The 

recommendations contained herein are extracts and/or references to previously published recommendations by Credit Suisse Research. For equities, this relates to the respective 

Company Note or Company Summary of the issuer. Recommendations for bonds can be found within the respective Research Alert (bonds) publication or Institutional Research Flash/Alert 

– Credit Update Switzerland. These items are available on request or from https://investment.credit-suisse.com. Disclosures are available from www.credit-suisse.com/disclosure. 

Investment Strategy Department  

https://investment.credit-suisse.com/
https://investment.credit-suisse.com/
https://investment.credit-suisse.com/
https://investment.credit-suisse.com/
http://www.credit-suisse.com/disclosure
http://www.credit-suisse.com/disclosure
http://www.credit-suisse.com/disclosure


10 
MARKETING MATERIAL – THIS IS NOT INVESTMENT RESEARCH 

Please contact your Credit Suisse representative for more information 

This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction 

where such distribution, publication, availability or use would be contrary to law or regulation or which would subject CS to any registration or licensing requirement within such jurisdiction.  

  

References in this document to CS include Credit Suisse AG, the Swiss bank, its subsidiaries and affiliates. For more information on our structure, please use the following link: 

http://www.credit-suisse.com  

 

NO DISTRIBUTION, SOLICITATION, OR ADVICE: This document is provided for information and illustrative purposes and is intended for your use only. It is not a solicitation, offer or 

recommendation to buy or sell any security or other financial instrument. Any information including facts, opinions or quotations, may be condensed or summarized and is expressed as of 

the date of writing. The information contained in this document has been provided as a general market commentary only and does not constitute any form of regulated financial advice, 

legal, tax or other regulated service. It does not take into account the financial objectives, situation or needs of any persons, which are necessary considerations before making any 

investment decision. You should seek the advice of your independent financial advisor prior to taking any investment decisions based on this document or for any necessary explanation of 

its contents. This document is intended only to provide observations and views of CS at the date of writing, regardless of the date on which you receive or access the information. 

Observations and views contained in this document may be different from those expressed by other Departments at CS and may change at any time without notice and with no obligation 

to update. CS is under no obligation to ensure that such updates are brought to your attention. FORECASTS & ESTIMATES: Past performance should not be taken as an indication or 

guarantee of future performance, and no representation or warranty, express or implied, is made regarding future performance. To the extent that this document contains statements about 

future performance, such statements are forward looking and subject to a number of risks and uncertainties. Unless indicated to the contrary, all figures are unaudited. All valuations 

mentioned herein are subject to CS valuation policies and procedures. CONFLICTS: CS reserves the right to remedy any errors that may be present in this document. CS, its affiliates 

and/or their employees may have a position or holding, or other material interest or effect transactions in any securities mentioned or options thereon, or other investments related thereto 

and from time to time may add to or dispose of such investments. CS may be providing, or have provided within the previous 12 months, significant advice or investment services in relation 

to the investments listed in this document or a related investment to any company or issuer mentioned. Some investments referred to in this document will be offered by a single entity or an 

associate of CS or CS may be the only market maker in such investments. CS is involved in many businesses that relate to companies mentioned in this document. These businesses 

include specialized trading, risk arbitrage, market making, and other proprietary trading. TAX: Nothing in this document constitutes investment, legal, accounting or tax advice. CS does not 

advise on the tax consequences of investments and you are advised to contact an independent tax advisor. The levels and basis of taxation are dependent on individual circumstances and 

are subject to change. SOURCES: Information and opinions presented in this document have been obtained or derived from sources which in the opinion of CS are reliable, but CS makes 

no representation as to their accuracy or completeness. CS accepts no liability for a loss arising from the use of this document. WEBSITES: This document may provide the addresses of, 

or contain hyperlinks to, websites. Except to the extent to which the document refers to website material of CS, CS has not reviewed the linked site and takes no responsibility for the 

content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS’s own website material) is provided solely for your convenience and information and the 

content of the linked site does not in any way form part of this document. Accessing such website or following such link through this document or CS’s website shall be at your own risk. 

DATA PRIVACY: Your personal data will be processed in accordance with the CS Principles of Client Data Processing accessible at your domicile through the official CS website at 

www.credit-suisse.com/ch/en/legal.html.  
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Distributing entities  

Except as otherwise specified herein, this report is distributed by Credit Suisse AG, a Swiss bank, authorized and regulated by the Swiss Financial Market Supervisory Authority. Austria: 

This report is distributed by CREDIT SUISSE (LUXEMBOURG) S.A. Zweigniederlassung Österreich (the “Austria branch”) which is a branch of CREDIT SUISSE (LUXEMBOURG) S.A., a 

duly authorized credit institution in the Grand Duchy of Luxembourg with registered address 5, rue Jean Monnet, L-2180 Luxembourg. The Austria branch is subject to the prudential 

supervision of the Luxembourg supervisory authority, the Commission de Surveillance du Secteur Financier (CSSF), 283, route d’Arlon, L-2991 Luxembourg, Grand Duchy of Luxembourg, 

as well as of the Austrian supervisory authority, the Financial Market Authority (FMA), Otto-Wagner Platz 5, A-1090 Vienna, Austria. Bahrain: This report is distributed by Credit Suisse AG, 

Bahrain Branch, authorized and regulated by the Central Bank of Bahrain (CBB) as an Investment Business Firm Category 2. Related financial services or products are only made available 

to professional clients and Accredited Investors, as defined by the CBB, and are not intended for any other persons. Credit Suisse AG, Bahrain Branch is located at Level 21-22, East 

Tower, Bahrain World Trade Centre, Manama, Kingdom of Bahrain. DIFC: This information is being distributed by Credit Suisse AG (DIFC Branch). Credit Suisse AG (DIFC Branch) is 

licensed and regulated by the Dubai Financial Services Authority (“DFSA”). Related financial services or products are only made available to Professional Clients or Market Counterparties, 

as defined by the DFSA, and are not intended for any other persons. Credit Suisse AG (DIFC Branch) is located on Level 9 East, The Gate Building, DIFC, Dubai, United Arab Emirates. 

France: This report is distributed by Credit Suisse (Luxembourg) S.A. Succursale en France (the “France branch”) which is a branch of Credit Suisse (Luxembourg) S.A., a duly authorized 

credit institution in the Grand Duchy of Luxembourg with registered address 5, rue Jean Monnet, L-2180 Luxembourg. The France branch is subject to the prudential supervision of the 

Luxembourg supervisory authority, the Commission de Surveillance du Secteur Financier (CSSF), and of the French supervisory authority, the Autorité de Contrôle Prudentiel et de 

Résolution (ACPR) and of the Autorité des Marchés Financiers. Germany: This report is distributed by Credit Suisse (Deutschland) Aktiengesellschaft regulated by the Bundesanstalt für 

Finanzdienstleistungsaufsicht („BaFin“). Guernsey: This report is distributed by Credit Suisse AG Guernsey Branch, a branch of Credit Suisse AG (incorporated in the Canton of Zurich), 

with its place of business at Helvetia Court, Les Echelons, South Esplanade, St Peter Port, Guernsey. Credit Suisse AG Guernsey Branch is wholly owned by Credit Suisse AG and is 

regulated by the Guernsey Financial Services Commission. Copies of the latest audited accounts are available on request. India: This report is distributed by Credit Suisse Securities 

(India) Private Limited (CIN no. U67120MH1996PTC104392) regulated by the Securities and Exchange Board of India as Research Analyst (registration no. INH 000001030), as Portfolio 

Manager (registration no. INP000002478) and as Stock Broker (registration no. INB230970637; INF230970637; INB010970631; INF010970631), having registered address at 9th Floor, 

Ceejay House, Dr.A.B. Road, Worli, Mumbai - 18, India, T- +91-22 6777 3777. Italy: This report is distributed in Italy by Credit Suisse (Italy) S.p.A., a bank incorporated and registered 

under Italian law subject to the supervision and control of Banca d’Italia and CONSOB. Lebanon: This report is distributed by Credit Suisse (Lebanon) Finance SAL (“CSLF”), a financial 

institution incorporated in Lebanon and regulated by the Central Bank of Lebanon (“CBL”) with a financial institution license number 42. Credit Suisse (Lebanon) Finance SAL is subject to 

the CBL’s laws and regulations as well as the laws and decisions of the Capital Markets Authority of Lebanon (“CMA”). CSLF is a subsidiary of Credit Suisse AG and part of the Credit 

Suisse Group (CS). The CMA does not accept any responsibility for the content of the information included in this report, including the accuracy or completeness of such information. The 

liability for the content of this report lies with the issuer, its directors and other persons, such as experts, whose opinions are included in the report with their consent. The CMA has also not 

assessed the suitability of the investment for any particular investor or type of investor. Investments in financial markets may involve a high degree of complexity and risk and may not be 

suitable to all investors. The suitability assessment performed by CSLF with respect to this investment will be undertaken based on information that the investor would have provided to 

CSLF and in accordance with Credit Suisse internal policies and processes. It is understood that the English language will be used in all communication and documentation provided by CS 

and/or CSLF. By accepting to invest in the product, the investor confirms that he has no objection to the use of the English language. Luxembourg: This report is distributed by Credit 

Suisse (Luxembourg) S.A., a duly authorized credit institution in the Grand Duchy of Luxembourg with registered address 5, rue Jean Monnet, L-2180 Luxembourg. Credit Suisse 

(Luxembourg) S.A. is subject to the prudential supervision of the Luxembourg supervisory authority, the Commission de Surveillance du Secteur Financier (CSSF). Mexico: Banco Credit 

Suisse (México), S.A., Institución de Banca Múltiple, Grupo Financiero Credit Suisse (México) and C. Suisse Asesoría México, S.A. de C.V. (“Credit Suisse Mexico”). This document is 

elaborated for information purposes only and does not constitute a recommendation, advice or an invitation to execute any operation and does not replace direct communication with your 

relationship manager at Credit Suisse Mexico before the execution of any investment. The people who elaborated this document do not receive payment or compensation from any entity of 

the Credit Suisse Group other than the one employing them. The prospectuses, offering documentation, term sheets, investment regimes, annual reports and periodical financial 

information contained useful information for investors. Such documents can be obtained without any cost, directly from the issuer of securities and investment fund managers or at the 

securities and stock market web page, as well as from your relationship manager at Credit Suisse Mexico. The information herein does not substitutes the Account Statements, the 

INFORME DE OPERACIONES or/ and confirmations you receive from Credit Suisse Mexico pursuant to the General Rules applicable to financial institutions and other persons that provide 

investment services. C. Suisse Asesoría México, S.A. de C.V., is an investment advisor duly incorporated under the Securities Market Law (“LMV”) and is registered before the National 

Banking and Securities Commission (“CNBV”) under folio number 30070 and therefore is not a bank, is not authorized to receive deposits nor to custody any securities, is not part of Grupo 

Financiero Credit Suisse (México), S.A. de C.V.. Under the provisions of the LMV, C. Suisse Asesoría México, S.A. de C.V. is not an independent investment advisor pursuant to its 

relationship with Credit Suisse AG, a foreign financial institution, and its indirect relationship with Grupo Financiero Credit Suisse (Mexico), S.A. de C.V. The people who produced this 

document do not receive payment or compensation from any entity of the Credit Suisse Group other than the one employing them.  

Global disclaimer / Important Information  
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(Distributing entities) 

Netherlands: This report is distributed by Credit Suisse (Luxembourg) S.A., Netherlands Branch (the “Netherlands branch”) which is a branch of Credit Suisse (Luxembourg) S.A., a duly 

authorized credit institution in the Grand Duchy of Luxembourg with registered address 5, rue Jean Monnet, L-2180 Luxembourg. The Netherlands branch is subject to the prudential 

supervision of the Luxembourg supervisory authority, the Commission de Surveillance du Secteur Financier (CSSF), and of the Dutch supervisory authority, De Nederlansche Bank (DNB), 

and of the Dutch market supervisor, the Autoriteit Financiële Markten (AFM). Portugal: This report is distributed by Credit Suisse (Luxembourg) S.A., Sucursal em Portugal (the “Portugal 

branch”) which is a branch of Credit Suisse (Luxembourg) S.A., a duly authorized credit institution in the Grand Duchy of Luxembourg with registered address 5, rue Jean Monnet, L-2180 

Luxembourg. The Portugal branch is subject to the prudential supervision of the Luxembourg supervisory authority, the Commission de Surveillance du Secteur Financier (CSSF), and of 

the Portuguese supervisory authority, the Comissão do Mercado dos Valores Mobiliários (CMVM). Qatar: This information has been distributed by Credit Suisse (Qatar) L.L.C., which is 

duly authorized and regulated by the Qatar Financial Centre Regulatory Authority (QFCRA) under QFC License No. 00005. All related financial products or services will only be available to 

Business Customers or Market Counterparties (as defined by the QFCRA), including individuals, who have opted to be classified as a Business Customer, with net assets in excess of QR 

4 million, and who have sufficient financial knowledge, experience and understanding to participate in such products and/or services. Therefore this information must not be delivered to, or 

relied on by, any other type of individual. The QFCRA has no responsibility for reviewing or verifying any Prospectus or other documents in connection with this product/service due to the 

fact that this product/service is not registered in the QFC or regulated by the QFCRA. Accordingly, the QFCRA has not reviewed or approved this marketing material or any other 

associated documents nor taken any steps to verify the information set out in this document, and has no responsibility for it. Investors in this product/service may not have the same access 

to information about the product/service that they would have to information about a product/service registered in the QFC. The product/service to which this marketing material relates may 

be illiquid and/or subject to restrictions on their resale. Recourse against the product/service, and those involved with it, may be limited or difficult and may have to be pursued in a 

jurisdiction outside the QFC. Prospective purchasers of the product/service offered should conduct their own due diligence on the product/service. If you do not understand the contents of 

this brochure you should consult an authorized financial advisor. Saudi Arabia: This information is being distributed by Credit Suisse Saudi Arabia (CR Number 1010228645), duly licensed 

and regulated by the Saudi Arabian Capital Market Authority pursuant to License Number 08104-37 dated 23/03/1429H corresponding to 21/03/2008AD. Credit Suisse Saudi Arabia’s 

principal place of business is at King Fahad Road, Hay Al Mhamadiya, 12361-6858 Riyadh, Saudi Arabia. Website: https://www.credit-suisse.com/sa. Spain: This report is distributed in 

Spain by Credit Suisse AG, Sucursal en España, legal entity registered at Comisión Nacional del Mercado de Valores. Turkey: The investment information, comments and 

recommendations contained herein are not within the scope of investment advisory activity. The investment advisory services are provided by the authorized institutions to the persons in a 

customized manner taking into account the risk and return preferences of the persons. Whereas, the comments and advices included herein are of general nature. Therefore 

recommendations may not be suitable for your financial status or risk and yield preferences. For this reason, making an investment decision only by relying on the information given herein 

may not give rise to results that fit your expectations. This report is distributed by Credit Suisse Istanbul Menkul Degerler Anonim Sirketi, regulated by the Capital Markets Board of Turkey, 

with its registered address at Yildirim Oguz Goker Caddesi, Maya Plaza 10th Floor Akatlar, Besiktas/Istanbul-Turkey. United Kingdom: This material is issued by Credit Suisse (UK) 

Limited. Credit Suisse (UK) Limited, is authorized by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. The 

protections made available by the Financial Conduct Authority and/or the Prudential Regulation Authority for retail clients do not apply to investments or services provided by a person 

outside the UK, nor will the Financial Services Compensation Scheme be available if the issuer of the investment fails to meet its obligations. To the extent communicated in the United 

Kingdom (“UK”) or capable of having an effect in the UK, this document constitutes a financial promotion which has been approved by Credit Suisse (UK) Limited which is authorized by the 

Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority for the conduct of investment business in the UK. The registered 

address of Credit Suisse (UK) Limited is Five Cabot Square, London, E14 4QR. Please note that the rules under the UK’s Financial Services and Markets Act 2000 relating to the 

protection of retail clients will not be applicable to you and that any potential compensation made available to “eligible claimants” under the UK’s Financial Services Compensation Scheme 

will also not be available to you. Tax treatment depends on the individual circumstances of each client and may be subject to changes in future. 

 

UNITED STATES: NEITHER THIS REPORT NOR ANY COPY THEREOF MAY BE SENT, TAKEN INTO OR DISTRIBUTED IN THE UNITED STATES OR TO ANY US PERSON (WITHIN 

THE MEANING OF REGULATION S UNDER THE US SECURITIES ACT OF 1933, AS AMENDED).  

 

This report may not be reproduced either in whole or in part, without the written permission of Credit Suisse. Copyright © 2018 Credit Suisse Group AG and/or its affiliates. All rights 

reserved.  
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The Nordic region 

This presentation is intended to be marketing material and dedicated to professional investors only 
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Attractive returns in Nordic equities – TR MSCI Indices 
Annual average returns from 1970: World 10,0%, Norway 10,2%, USA 10,5%, Europe 10,6%, Nordic 13,2% 
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Attractive returns in Nordic equities – TR MSCI Indices 
10-year rolling returns are higher most of the time (the last 48 years) 
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Why the Nordic markets will continue to outperform global equities 
The Nordic model 

Stability 

 

 Education 

  

Openness 

Equality 

Innovation 

The Nordic region is characterized by stable 

political and economic conditions . 

Small open economies with long traditions 

in foreign trade and include world leading 

companies. 

Willingness and capability to use new 

technology to enhance efficiency in a 

sustainable manner. 

Highly educated and skilled labour force. 

Egalitarian societies with well functioning 

welfare systems and high gender equality. 
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Sound public finances create a buffer for potential negative shocks  
The Nordics in a nutshell 
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Source: The World Factbook (CIA), Bloomberg 

Real GDP 

Growth in real GDP indexed from 2007. Figures by year-end 2016. 

Public debt ratio 

Public debt in percentage of GDP. Figures from 2016. 
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High education level, functioning welfare systems and open economies 
The Nordics in a nutshell 

Human Development Index.  

Nordic countries ranked no. 1 (NO), 5 (DK), 9 (IC), 

14 (SE) and 23 (FI) on UN Development Fund’s 

Human Development Index 2015. 

Global Competitiveness Report.  

Nordic countries ranked no. 6 (SE), 10 (FI), 11 

(NO), 12 (DK) and 27 (ICI) on World Economic 

Forum’s Global Competitiveness Report 2016-17. 

Ease of Doing Business Index.  

Nordic countries ranked no. 3 (DK), 6 (NO), 9 (SE), 

13 (FI) and 20 (IC) on World Bank’s Ease of Doing 

Business Index 2016. 

Global Innovation Index.  

Nordic countries ranked no. 2 (SE), 5 (FI), 8 (DK), 

13 (IC) and 22 (NO) on Cornell University, INSEAD 

and WIPO’s Global Innovation Index 2016. 

Norway Sweden 

Denmark 

Finland 

Iceland 

Switzerland 
Germany 

Netherlands 
Austria 

France 

Czech Republic 

Hungary 

Poland South Korea 

Greece Portugal 
Spain 

Israel 

Japan 
Canada 

United States  

United 

Kingdom 

New Zealand 

Australia 

Italy 
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GDP per capita vs. Income distribution (Gini) 

Country comparison of GDP per capita (PPP) vs. Distribution of family income (Gini). The Gini-index measures 

the degree of inequality in the distribution of family income. 2015/2016 figures. 

 

Source: The World Bank, Eurostat, UNDP, World Economic Forum, Cornell University/INSEAD/WIPO 
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Nordic companies screen favourably on ESG and carbon intensity 
ESG scores and carbon emissions intensity by region 

ESG Score VINX MSCI Europe MSCI World 

Market weighted average 7.4 6.9 5.6 

Maximum 10 9.6 10 

Minimum 1.2 0.2 0.2 

Count 121 422 1 502 

Coverage 76.6 % 94.6 % 90.9 % 

Carbon intensity VINX MSCI Europe MSCI World 

Market weighted average 157.4 181.7 196.2 

Maximum ~4 822 25 820 25 820 

Minimum 0.1 0.4 0.1 

Count 151 444 1 578 

Coverage 95.6 % 99.6 % 95.5 % 

ESG 

Co2 

©2018 MSCI ESG Research LLC. Reproduced by permission. 

Corruption perceptions index 2017 
As at 26 September 2018 

Source: transparency.org/cpi 
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A global investment in miniature 
The Nordic region 

Sector distribution by number of companies 
As at 26 September 2018 

Norway 

Denmark 

Finland 

Sweden 

  Source: Bloomberg 26.09.2018 

0% 5% 10% 15% 20% 25% 30%

Energy

Materials

Industrials

Consumer Discretionary

Consumer Staples

Health Care

Financials

Information Technology

Telecommunication

Utilities

World (MSCI World) Europe (MSCI Europe) Nordic (VINCBCAPNI)

 World ~1,650 

 Europe ~450 

 Nordic ~160 
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Denmark 24% 

… Finland 15%…  

… Norway 12%…, 

and Sweden 49% 

Nordic companies are global players 
On an aggregated level the Nordic markets are well diversified  

Marketing material dedicated to professional investors only. DNB Asset Management AS (Norway) and DNB Asset Management S.A. (Luxembourg). https://www.dnb.no/lu/en/funds.html 
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The Nordic stock market – high return on equity 
…entails high return in the stock market  
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Combining trend and fundamental analysis 
The investment process 

Investment 

universe 

Trend 

analysis 

Fundamental 

analysis 

 Screen for and identify companies 

with longer term positive share 

price trends as proxy for 

underlying value creation or 

change 

 Continuously monitor company 

performance relative to broad 

index and sector performance to 

gauge if trends are strengthening 

or weakening 

 Agnostic approach to stock picking 

– elimination of known biases 

 Evaluation of business model and 

company positioning 

 Evaluation of historical company 

value creation and returns 

 Evaluation of company 

products/technology and long-term 

industry attractiveness as well as 

short term company dynamics 

 Assessing company’s valuation 

given expected value creation, 

hereunder underlying earnings 

expectations 

Trend Fundamentals + 
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A dedicated and experienced management team 
DNB Asset Management’s Nordic Equities investment team 

Øyvind Fjell. Portfolio manager in DNB Asset Management’s Nordic Equities strategy since 2018. 

Kjell Morten Hjørnevik. Portfolio manager in DNB Asset Management’s Nordic Equities strategy since 2008. 

1999-2004 

M.Sc. Industrial 

Economics from 

Norwegian School of 

Technology (NTNU), 

Norway 

2013-2017 

Portfolio manager 

Delphi Kombinasjon 

 

2014 

MBA, Norwegian 

School of Economics 

 

1992-1995 

BA in Business and 

Administration from 

Norwegian School of 

Economics (NHH), Norway 

1995-1999 

Bank manager Union Bank 

of Norway 

 

1999 

AFA, Norwegian School of 

Economics 

 

2007-2017 

Portfolio manager 

Delphi Nordic 

 

2011 

CEFA, Norwegian 

School of Economics 

2017-2018 

Portfolio manager 

Skagen Vekst 

2018-present 

Portfolio manager 

DNB Asset 

Management 

Nordic Equities 

1999-2008 

Portfolio manager DNB Asset 

Management Tactical Asset 

Allocation (TAA) 

2008-present 

Portfolio manager DNB Asset 

Management Nordic Equities 
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Disclaimer 

 
This presentation is for internal use only in client communication. The content has not been produced for public distribution. This material is confidential and has been provided to its recipient and should not be copied, 

duplicated, distributed, published or otherwise transmitted to another person on whole or in part without the express written consent of DNB Asset Management S.A. 

The presentation is based on publicly available information and no guarantee is given regarding the reliability, correctness, accuracy or completeness of the information (including but not limited to numerical data, 

comments, analyses, opinions, estimations and strategies) contained in this document. Information and opinions presented in this material have been obtained or derived from sources which are deemed reliable, but 

neither DNB Asset Management S.A. nor any DNB Wealth Management entity makes any representation nor give any guarantee as to their accuracy, adequacy, quality or completeness. Unless indicated to the contrary, all 

figures are unaudited. All valuations mentioned herein are subject to DNB Wealth Management entities valuation policies and procedures. 

This document does neither constitute an offer to the public or on a private basis to subscribe for or purchase any of the financial instruments mentioned nor investment research, research recommendations, investment 

recommendations or information recommending or suggesting an investment strategy, and it does not contain research or financial analysis. The information contained in this document has been provided as a general 

market commentary and does not constitute any form of personal recommendation, investment advice, legal, tax, accounting or other advice or recommendation or any other financial service. It does not take into account 

the investment objectives, financial situation or needs, or knowledge and experience of any persons. The information provided is not intended to provide a sufficient basis on which to make an investment decision. It is 

recommended that any person potentially interested in the elements described in this document shall seek to obtain relevant information and advice (including but not limited to risks) prior to taking any investment 

decision. 

The statements in the presentation reflect the views of DNB Asset Management S.A. at the time the presentation was made, and DNB Asset Management S.A. reserves the right to change its view of the matter without 

giving notice.  

The written material issued which is distributed must be seen in the context of what is communicated verbally during the presentation. DNB Asset Management S.A. cannot be held liable for any direct or incidental, special 

or consequential losses caused by the interpretation of and/or use of this presentation, regardless of whether such losses are foreseeable or not. The liability of DNB Asset Management S.A. or of any DNB Wealth 

Management entity may not be engaged as regards any investment, divestment or retention decision taken by a person on the basis of the information contained in this document. Such person shall bear alone all risks of 

losses potentially incurred as a result of such decision.  

This presentation is not an offer or recommendation to the public or on a private basis for the purchase or sale of financial instruments. It should be noted that the presented product involves investment risk, including the 

possibility of loss of the entire or part of the invested amount. Historical returns, past performance and financial market scenarios are no guarantee of future returns. Investments in financial instruments can both increase 

and decrease in value, and there is no guarantee that an investor will get the entire invested amount back. Significant losses are always possible. 

DNB Bank ASA and/or other companies in the DNB Group or employees and/or employee representatives in the Group may trade with or hold positions in the above-mentioned or related instruments, or provide financial 

advice and banking services in this regard. Rules on confidentiality and other internal rules restrict the exchange of information between different units of the DNB Group. Employees in DNB Asset Management S.A. who 

have prepared this presentation may therefore be prevented from using and/or being informed of such information which may exist in other companies in the DNB Group and which may be relevant for this presentation. 

Further information can be found free of charge in the funds' prospectus, management regulations/articles of incorporation and in the annual and bi-annual reports that are available in English and in German on 

www.dnb.no/lu, or at DNB Asset Management S.A.’s premises at 13, rue Goethe, L-1637 Luxembourg, at the information agent in Germany (DNB Bank ASA Filiale Deutschland, Neuer Wall 72, 20354 Hamburg) and at the 

representative in Switzerland (CACEIS Switzerland S.A., route de Signy 35, CH-1260 Nyon). 

Fund’s key information documentation are also available free of charge in various languages on www.dnb.no/lu. 

DNB Fund has been registered with Commission de Valores (1400). DNB SICAV has been registered with Commission de Valores (1637). 

Paying agent in Switzerland is Crédit Agricole Suisse S.A., 4 Quai Général Guisan, 1204, Geneva. 

The fund may not be offered, sold or delivered within the United States. 

DNB Asset Management S.A. is a company in the DNB Group, organisation number in the Luxembourg Trade and Companies Register RCS B 34 518. 

13 

http://www.dnb.no/lu
http://www.dnb.no/lu


Asset Management 

14 



Danish Mortgage Bonds – still attractive? 
Allan Willy Larsen, Senior Vice President,  
Head of FX and Mortgage Bonds, Jyske Bank



Danish Mortgage Bonds

Side 1/24

Nordic Investment Managers Forum
Zurich – Munich – Luxembourg 23th-25 Oct 2018



▪ Jyske Capital

▪ Danish Mortgage Market

▪ The history

▪ Danish Mortgage Model

▪ Types of mortgage bonds

▪ Why Denmark? 

▪ Why Jyske Capital?

Agenda
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Jyske Capital – a part of Jyske Bank A/S

Second largest Danish owned bank

Full scale bank in Denmark

3,856 employees 

98 branches in Denmark, branches in Hamburg, Frankfurt and

Gibraltar

Equity of EUR 4.2 Bn.

Designated as SIFI Bank by the Danish FSA

Balance of EUR 80 Bn.

Source: Jyske Capital 31.03.2018

Side 3/24



Jyske Capital

More than 25 years of experience with asset 

management for retail clients, companies, 

foundations, public institutions and institutional 

investors

EUR 19 Bn. under management and EUR 4 

Bn. in Risk Management mandates

69 dedicated investment specialists:

 Portfolio managers, Strategists and Analysts

 Support and Risk Management

 Client Relations and Client Service teams

Source: Jyske Capital 31.03.2018
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Danish Mortgage Market
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Danish Mortgage Market

Volume Outstanding (Bn. EUR)

Germany Covered Bonds

Danish Covered Bonds

French Covered Bonds

Spanish Covered Bonds

Danish Government Bonds

374

95

261

309

391

Source: European Covered Bond Factbook 31.12.2016
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Fire in Copenhagen 1795

In 1795, a huge fire had burned down a 

quarter of the houses in Copenhagen

In order to get funding to rebuild the city, 

lenders formed mortgage associations to 

provide loans secured by mortgages on real 

property.

Kreditkassen for Husejere in Copenhagen 

was established in 1797.
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Source: Jyske Capital and The Economist 

No default since the introduction in 1797

Turkey

Greece

Austria

Spain

Germany

Portugal

Denmark

Danish Mortgage System

1800 1850 1900 1950 2000
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The Balance principle - pass-through system

Loan

Borrower Mortgage bank Investor

Investment

Bonds

Repayment and 

interest

Repayment, 

interest and 

margin

Source: Realkreditrådet
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Source: Jyske Realkredit

Loan to value

Property type Macimum loan to 

value

Private residential property 80%

Agricultural property 70%

Office, shop and Industrial property 60%

Vacation homes 75%

Side 10/24



Types of mortgage bonds

Four types of mortgage bonds:

• Short-term fixed-rate bonds – also named as ARMS, Adjustable Rate Mortgage Securities. The maturities 

match the fixed-rate period of the underlying loans, and are mainly 1 to 5 years.

• Floating-rate note – Variable-rate annuities with redemptions matching the underlying loans. The 

maturities are mainly from 1 to 5 years.

• Capped-floating-rate note – Callable variable-rate annuities with redemptions matching the underlying 

loans. The maturities are mainly from 5 to 30 years.

• Long-term Fixed-rate mortgage bonds also called callable mortgage bonds – where payments and 

redemptions matching the underlying loan. 

Source: Jyske Capital
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Callable mortgage bonds

• Callable mortgage bonds 

• The maturities are mainly 15, 20 and 30 years.

• The borrower have a prepayment option and a delivery option

• The borrower may purchase the underlying bond (Price of the bond below 100) in the financial 

markets and deliver them to the mortgage bank.

• The prepayment option gives the borrower the opportunity to prepay the loan at par (100) at any 

given time. 
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Callable bond

Source: Jyske Capital

P
ri

c
e

100

85

Prepayment option

Government Bond

Purchase

Callable Bond
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Why Denmark?
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Comparison

Source: Bloomberg 28.09.2018

Rendite Duration Rating

Danish Mortgage Bonds (Callable) * 2,32          8,79 AAA

EUR German Goverment Bond 0,52          9,84 AAA

EUR Large Corporate Index 1,00          5,16 A3

EUR Goverment Index  (7-10 Year) 0,93          7,85 AA3

EUR Corporate Index (7-10 year) 1,68          7,69 A3

EUR BB-B High Yield Index 3,15          3,83 BB3

US Treasury -0,13        8,72 AAA

US High Yield Emerging Markets External Sovereign Index* 4,40          6,17 B1

US High Yield index* 3,18          3,99 B1

* Hedge to EUR
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Comparison to EUR

Yield curves Simpel currency overlay hedge - forwards EUR/DKK

Source: Bloomberg 28.09.2018Source: Jyske Markets og Bloomberg 28.09.2018

 -1,00
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 -
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Currency – EURDKK

7,10

7,20

7,30

7,40

7,50

7,60

7,70

EURDKK Central rate
Fluctuation Band - 2,25% Fluctuation Band + 2,25%
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Investment Process
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Investment Philosophy of Danish Mortgage Bonds

▪ The Danish mortgage market is efficient long term, 
however characterized by behavioral short term 
deviations from the " equilibrium " 

▪ Thus we believe active management in Danish 
mortgage bonds adds value to the clients

▪ Thus active managed Danish Mortgage Bond portfolios  
provide a better risk-adjusted return

Our basic approach Our experience

▪ Danish Mortgage bond portfolios perform better based on 

a regular, orderly and repeatable investment proces

▪ We believe, that the investment process of a mortgage 

bond portfolio must combine quantitative models, 

qualitative analyses/assessment and risk management 

developed in a teamwork structure with one responsible 

portfolio manager 
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Investment Process

Step 1

Qualitative 

• Quantitative analysis - FX & Mortgage bond

• Discussion of Macro, FX Forwards and 
Expectations

Step 2

Quantitative

• Prepayment and segment model signals

• Expected prepayment in the model

Step 3

Qualitative

• Mortgage market themes

• Prepayment scenarios

• Expected issuing /buy backs 

Step 4

Segment and 

Bond analysis

• Inefficent market equals possibilities  

• Which segment / which isin to buy

• Decision

Step 5

Portfolio 

Construction

• Allocation in segments

• Risk management

Monthly steps from 1 - 4

Quantitative 

analysis

Qualitative 

analysis

Client

Portfolio

Portfolio

Construction

Segment and bond analysis

FX and Mortgage Bond: Qualitative analysis1

2

4

5

3

Source: Jyske Capital
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Performance

Jyske SICAV Danish Bonds, DKK IC (ISIN LU1529111228)

Jyske Invest Jyske SICAV Danish Benchmark German Goverment Bonds

Danish Bonds Bonds DKK IC Danish Goverment Bonds  3-7 Year

1 year 2,75 2,34 0,79 -0,08

3 year 9,91 2,89 2,23

5 year 18,22 9,59 7,76

2013 0,16 -1,81 -0,88

2014 7,93 6,23 5,07

2015 -0,75 0,37 0,57

2016 5,12 2,45 2,04

2017 3,56 3,13* 0,06 1,12

2018 0,44 0,33 0,39 0,47

* Since 02/02/2017

Performance - Gross of fees
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Why Jyske Capital?

▪ Feedback from customer 

▪ Strong skills in the management of Danish bonds 

▪ No top down duration call on bonds, returns generated through the selection of isin code and segments

▪ Short decision-making process

▪ What we say is what we do 

▪ Investment process no ”black-box”

▪ Strong market position

▪ Major player among customers and consultants

▪ Keywords

▪ Insight

▪ Targeted

▪ Strong performance
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Contacts

Thomas Justen
Head of Wholesale Business D/A/CH

Mail: thomas.justen@jyskebank.de

Westendstraße 19

D-60325 Frankfurt am Main

Telefon +49 69 9675 8481 

Mobile + 49 15 114156503

Allan W. Larsen
Head of FX and Mortgage Bonds

Mail: awl@jyskebank.dk

Vestergade 8-16

DK-8600 Silkeborg

Telefon +45 89 89 71 75 
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Disclaimer

This material has been prepared by Jyske Capital, which forms part of Jyske Bank A/S, and which is supervised by the Danish Financial Supervisory 
Authority.

This material has been prepared solely for information purposes for the investors to whom the material has been handed out. Under no circumstances 
is the information aimed at persons residing in or in a similar way attached to a jurisdiction where it is unlawful to make such offer or solicitation. The 
information is never addressed to persons resident in the US or persons who have a similar attachment to the US. 

The presentation is not an offer or a solicitation to buy or sell financial products and/or financial instruments. We urge investors always to contact their 
own advisers for individual information about investments, tax issues, etc. before buying or selling financial instruments.

The information is copyrighted by Jyske Capital and must not be represented or reproduced in any other way without acknowledgement of source. 
Jyske Capital has taken all reasonable care to ensure that the information in this presentation is as correct as possible and information is received from 
sources which Jyske Capital finds reliable. Jyske Capital shall not be liable for any direct or indirect losses due to incomplete or erroneous information. 

Past performance, movements in market prices and forecasts of future performance and movements in market prices are not reliable indicators of 
future performance or price fluctuations. Performance and/or price development may be negative. The price of and return on an investment may fall as 
well as rise, among other things because of fluctuations in market prices and exchange rates. 

The information in the presentation is subject to changes in market conditions, in returns, dividends, prices, exchange rates, interest rates, fees and 
charges and other payments, and tax circumstances, etc. Errors and omissions excepted. 
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Allocation Funds –  
more than a decade of not timing the market.
David Bakkegaard Karsbøl, Chief Strategist,  
Head of Strategic Asset Allocation, Sparinvest S.A.



Best practice  
for allocation funds 
NIMF 2018 

David Bakkegaard Karsbøl,  
Chief strategist and portfolio manager 



Rule 1: Diversify 

Souce: Bloomberg and Sparinvest Calculations 2 
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Risk (standard deviation of monthly returns) 

Different combinations of MSCI World and German 10Y bonds (since 1985) 

The diversification benefits INCREASE your risk budgets in sub-allocations 



Rule 2: Use heuristic approach  

Nobody knows the ”expected returns” in different asset 
classes…and thus, CAPM is impossible to implement… 

 

…but we do know the correlations 

 Source: Bloomberg and Sparinvest Calculations 3 



Rule 3: Be Strategic 

Source: Morningstar Direct and Sparinvest calculations 4 

5Y, 10Y and 15Y Gross Returns and Sharpe ratios for Strategic vs. Flexible funds 
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Rule 4: Know where to deviate 

 

Source: Sparinvest estimates 5 

Asset Class Public knowledge Trading costs Risk insurance Deviation pays off 

Equities * * * *** 

Convertible Bonds * ** * *** 

HY Yield Bonds ** ** * ** 

IG Bonds ** ** ** ** 

EM Sov. Bonds *** *** * * 

AAA Long Bonds *** * *** * 

AAA Short Bonds *** * *** * 

This is where most of your sub-allocation risk budget should be used 



Rule 5a: Implement factor-tilts (Equities) 

Souce: Fama-French database and Sparinvest calculations 6 

Factor Expensive/Large/Weak 30% Middle 40% Cheap/Small/Strong 30% Long/short Return 

Value 9,5% 10,5% 12,8% 3,3% 

Size 9,7% 11,8% 12,0% 2,3% 

Momentum 3,4% 9,6% 14,4% 11,0% 

US annualized long-only factor returns from 1926-2015 (Fama-French data) 

Especially relevant for Equities and Convertible Bonds 



Rule 5b: Implement factor-tilts, also on high 
grade bonds 

Source: Scanrate, Bloomberg and Sparinvest calculations 7 

1Y Excess Return on Duration Risk vs Duration Risk Premium 

1Y Excess Return on Spread Risk vs Spread Risk Premium 

Risk Premium Scores 

1Y Excess Return on Prepayment vs Prepayment Risk Premium 



Rule 6: Diversify factor-tilts 

Source: MSCI and Bloomberg 8 

This is where you ought to be 

Equities: MSCI Indices 
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Annualized Risk, STDEV 

Diversify: Rate, Spread and Prepayment Risk 

This is where you ought to be 

Danish bonds since 2001 



Rule 7: Minimize unrewarded risk 

9 

 
Some tough questions for portfolio managers with “action bias”: 
 
Do you know… 

• when interest rates move higher…  
• which sectors will perform… 
• which regions perform… 
• which countries perform…  
• when borrowers prepay… 
• when spreads widen… 

        … better than the market? 
 

 



The Four Sparinvest Allocation Funds 
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65% EQ 
50% EQ 

25% EQ 
15% EQ 

19% High 
Grade 
Bonds 

31% High 
Grade 
Bonds 

55% High 
Grade 
Bonds 

67% High 
Grade 
Bonds 



Consistently High Risk-Adjusted Returns 

Source: Morningstar Direct and Sparinvest calculations 11 

Value-creation through Strategic Asset Allocation and  
Systematic Factor-tilts in sub-allocations 



No bets and no gut feelings 

12 

 Strategic & Repeatable Investment Process 

 Consistently high risk-adjusted excess return  

 Lower risk than relevant Morningstar-categories 



Disclaimer 

 

This document has been prepared by Sparinvest S.A. (”Sparinvest”). All information provided in this presentation is for 
informational purposes only and reflects the opinion and projections of the presenter. Sparinvest can have an economic interest 
in the price movement of the securities discussed in the presentation, but it is subject to change without notice. 

Any material and views expressed should only be considered as Sparinvest’s outlook and general information and a part of the 
marketing of Sparinvest and the managed funds. This is therefore not a solicitation, an offer, or a recommendation to buy or sell 
any investment or to engage in any other transaction, or to provide investment advice. Investors are urged to contact an 
investment advisor and/or their bank for individual advice on investment and tax issues etc. before buying or selling of securities. 
Furthermore, investors are recommended to carefully read the prospectus, articles of association and other relevant information 
relating to the relevant sub fund before making an investment. All relevant materials are available at sparinvest.eu or by request. 

All information contained is from Sparinvest unless reference is made to other sources. Information from external sources is used 
without verification and Sparinvest accepts no responsibility for their accuracy. Attention is drawn to the fact that historical 
returns and performance cannot be considered as a guarantee of future performance and returns. In particular, funds that invest 
in foreign markets are sensitive to exchange rate fluctuations that may cause either increases or decreases in the funds' value. 
Full repayment of capital invested is not guaranteed. 

This material is for personal use only and may not be published, altered, copied or redistributed without the prior written 
consent of Sparinvest. 
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SCHEDULE

08:30 - 9:00  WELCOME AND COFFEE

09:00 -9:20  SPECIAL GUEST

09:30-10:45  INVESTMENT PRESENTATIONS
 
  The Nordic region – attractive returns in a sound economic environment.
  Kjell Morten Hjørnevik, Portfolio Manager, DNB Asset Management AS

  Danish Mortgage Bonds – still attractive?
  Allan Willy Larsen, Senior Vice President, Head of FX and Mortgage Bonds, Jyske Bank

  Allocation Funds – more than a decade of not timing the market.
  David Bakkegaard Karsbøl, Chief Strategist, Head of Strategic Asset Allocation, Sparinvest S.A.

10:45-11:00 COFFEE & NETWORKING

11:00-11:30 NORDIC ECONOMIC OUTLOOK: MAGNUS EHLIN, CIO, DNB LUXEMBOURG S.A

11:30-12:30 INVESTMENT PRESENTATIONS

  “Shadow activism” – capturing activist alpha without the downsides
  Tomas Johansson, Portfolio Manager of SKAGEN Insight

  All that glitters is not gold – uncovering alpha in EMD HC.
  Thomas Haugaard, Senior Economist, Danskebank

12:35  LUNCH & NETWORKING



Nordic Economic Outlook
Magnus Ehlin, CIO, DNB Luxembourg S.A.



Magnus Ehlin, CIO DNB Luxembourg S.A. 

NIMF October 2018 
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The Nordics: One Region or Different Markets? 

Source: The Economist Feb 2 2013 
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The Nordics: One Region or Different Markets? 

  

 

 1.  An Anomaly-Norwegian and Swedish Housing Markets 

 

 2.  Nordic Economic Outlook: Growth, Monetary Policy, Currencies and Oil 

 

 3.  Investment Considerations Illustrated by Nordic Equity Allocation 
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 Sweden`s Riksbank and Norges Bank have had 

to shadow ECB`s loose monetary policy to 

prevent a sharp appreciation of their currencies 

 This has led to an improper flow of bank credit 

to the booming Norwegian and Swedish 

economies 

 Causing the Norwegian and Swedish  house 

prices to outpace underlying economic 

fundamentals 

 
 

 

 

 

 

 

 

 

 Source: BCA Research 2018-Dhaval Joshi Chief European Strategist 

 

1. An Anomaly-Norwegian and Swedish Housing Markets 
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 Expecting the Norwegian economy to 

strengthen this year to 2.3%. Following solid 

growth in corporate investments and good 

momentum for consumption and exports 

 Unemployment continues to fall and is 

expected to bottom out at 3.5% in 2020 

 Energy prices boost total inflation, but core 

inflation is expecting to drop to 1.4% in 2021 

 

 

2. Nordic Economic Outlook-Norway 
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 In June-18, Norges Bank said “The Executive 

Board`s current assessment of the outlook and 

balance of risks suggests that the key policy 

rate will most likely be raised in September 

2018” 

 We expect Norges Bank to proceed cautiously 

from its current level of 0.75% and expect a key 

policy rate of 1.75% in Sep-21 

 EURNOK expected 9.50 Dec-18 and 9.30 Sep-

19 

 Once financial markets become confident in 

Norges  Bank hiking cycle, NOK demand 

should pick up 

2. Nordic Economic Outlook-Norway 
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2. Nordic Economic Outlook-Sweden 

 Economy is still booming but lower housing 

investments and weaker exports should 

dampen growth. We forecast GDP of 2.7% in 

2018 and 1.3% in 2021 

 Unemployment is expected to show a slight 

increase as of 2019 and moving up to 6.7% in 

2021 from an 2018 estimate of 6.2% 

 We expect inflation close to 2% throughout our 

forecast period ending 2021 

 The outcome of the Swedish Parliamentary 

situation could lead to uncertainty in the short 

term 
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 Riksbanken`s key policy rate has been -0.50% 

since February 2016 

 Riksbanken has signaled a 25bp rate hike in 

December 2018 or February 2019 

 We expect the first hike to come in February, 

as underlying inflation is low, the ECB is a 

long way from hiking and global trade 

tensions are worsening 

 EURSEK expected 10.50 Dec-18 and 10.00 

Sep-19 

 As monetary policy normalization gathers 

support, the SEK could begin to outperform 

peers 

 

2. Nordic Economic Outlook-Sweden 
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 We maintain a constructive view on Brent oil  

 Lack of investment decisions 2014-16 

 Drawdown of global spare capacity  

 International Maritime Organization (IMO) 

January 1st 2020 new implementation date for 

new sulphur content cap of 0.5%. 

 Geopolitical risk is on the rise  which may cause 

a spike in oil price possibly due to a supply-

side impact from Iran, Iraq and Venezuela  

 

 
 

 

 

 

 

 

 

 

 

 

 

2. Nordic Economic Outlook-Oil  
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Source: BCA Research 2018-Dhaval Joshi Chief European Strategist 

 
 

 

 

 

 

 

 

 

 

 

 

 
2. Risk-A Sharp Rise in Global Long Bond Yield  
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 Pay close attention to the markets different 

characteristics 

 Dominant sectors, stocks and currency 

considerations play a decisive role in 

performance generation 

 As an example, Norway becomes an investment 

decision primarily driven by the view on the 

energy sector, Equinor and NOK  

3. Investment Considerations Nordic Equity Allocation  
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 Nordics-a region with different economic and financial markets characteristics 

 GDP growth in Norway and Sweden solid for now but generally lower by 2021 

 We forecast first rate hike (Feb-19) by Riksbanken and Norges Bank to continue its hiking cycle 

 NOK and SEK forecasted to strengthen against the EUR on a 12 month horizon 

 Norwegian and Swedish housing markets likely to face headwinds 

 A sharp rise in global long bond yield is a risk factor 

 Pay attention to dominant sectors, stocks and currency considerations when allocating to Nordic 

equity markets 

 We are overweight (in relative terms) Norwegian equities since September-17 given our constructive 

view on oil, energy sector and the Norwegian krone 

 

 

 

 

 

Conclusions: 
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Introduction 

Tomas Johansson 
 

• Portfolio Manager 

- SKAGEN Insight (1 year) 

- SKAGEN Global (2 years)  

 

• Experience working at leading activist fund,  

Cevian Capital (6+ years) 

 

• Educational background 

- MSc Corporate Finance - Stockholm School of 

Economics 

- MSc Industrial Engineering and Software Design - 

KTH Royal Institute of Technology  

- Master of Laws (LL.M.) - Stockholm University 



Q: Who is an activist? 

A:  Minority shareholder who is actively working to improve companies and release value for all shareholders. 
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1. Traditional activist funds create a lot of value, but this is consumed by high fees; and 

2. Value creation happens when campaign is publically known. 

→ Opportunity to generate excess return by "shadowing” activists. 

SKAGEN Insight – A global “shadow activist” fund 

New innovative concept 

SKAGEN Insight targets 30-40 of  

the most attractive activist campaigns globally. 

SKAGEN 

Activist 

Insight 



Traditional activist funds 

 

Investor concerns Why? 

High fees 
Strong performance and resource-intensive investment 

processes have allowed funds to charge 2&20 type fees.  

Lack of diversification 
Home market bias and highly concentrated portfolios reduce 

diversification and increase risk. 

Multi-year lock-ins Risk of damaging the value-creation process at companies.  

Significant minimum commitments 
Resource-intensive investment processes require significant 

investment.  

Traditional activist funds employ a successful approach but are 

expensive and do not offer liqudity. 
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Activist “locked-in” 

Fast money 

in & out 

Disclosure 

(net) 

Discount 

Exit Activist  

disclosure 

Activist 

return 

0 % 

Insight 

return 

Return 

Time 

Activist pre-

disclosure 

expected return 

Activist holding period 

Insight holding period 

Value creation 

inflection 

Insight entry 

Shadow activism – the concept 

= 

+ Activist return 

+ Exit overhang 

‒ Net disclosure effect 

+ Liquidity benefit (no lock-up) 

+ Time value (shorter holding period) 

Shadow activism also reduces risks; 

SKAGEN Insight operates with a less 

concentrated and more diversified portfolio 

from a geographical-, industry- and activist 

principal-perspective. 
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Shadow activism 

 

Key benefits Why? 

Higher expected gross returns 
More efficient capital cycle means same money-weighted return 

translates into higher annualized return. 

Lower fees (= higher net returns) 
Less resource-intensive investment process equals lower costs for 

everyone. 

Daily liquidity 
No need to lock-in investors because Fund can scale positions 

without damaging the value-creation process at companies. 

Negligible minimum commitment 
Fund suitable for investors who have not been able to access 

traditional activism. 

Lower risk 
More diversified portfolio from a geographical, industry and activist 

principal perspective. 

Offers the same fundamental exposure  

as traditional activist funds but in a smarter way 



Important information - Switzerland 

• This presentation is intended for investment professionals only. The content is not to be viewed by or used with retail investors.  

• Except otherwise stated, the source of all information is SKAGEN AS as at 31st August 2018.  

• Historical returns are no guarantee for future returns. Future returns will depend, inter alia, on market developments, the fund manager’s 

skills, the fund’s risk profile and subscription and management fees. The return may become negative as a result of negative price 

developments. Key Investor Information Documents (KIIDs) and Prospectuses for all our funds are available on www.skagenfunds.ch 

• SKAGEN AS seeks to the best of its ability to ensure that all information given in this presentation is correct but assumes no liability for 

possible errors. Statements reflect the portfolio managers’ viewpoint at a given time, and this viewpoint may be changed without notice. This 

presentation should not be perceived as an offer or recommendation to buy or sell financial instruments. SKAGEN AS does not assume 

responsibility for direct or indirect loss or expenses incurred through use or understanding of this presentation. Employees of SKAGEN AS 

may be owners of securities issued by companies that are either referred to in this presentation or are part of a fund's portfolio. 

• Published in Stavanger, Norway by SKAGEN AS. SKAGEN and its funds are under the supervision of the Norwegian Financial Supervisory 

Authority (Finanstilsynet). Finanstilsynet is responsible for the protection of unitholders and the maintenance of the integrity of financial 

markets and exercises strict control and regulation. 

• Following funds are authorised by FINMA for public distribution in Switzerland: SKAGEN Kon-Tiki, SKAGEN Focus and SKAGEN Global.  

• Information for Swiss Investors:  

• ACOLIN Fund Services AG, Affolternstrasse 56, 8050 Zürich, Schweiz is the Legal Representative in Switzerland. The prospectuses, Key 

Investor Information Document (KIID), the statutes and the current Semi-Annual and Annual Reports may be obtained, free of charge, from 

the representative. Frankfurter Bankgesellschaft (Schweiz) AG, Börsenstrasse 16, 8001 Zürich, is the Paying Agent in Switzerland. 

 

 

http://www.skagenfunds.ch/


Appendix 
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SKAGEN Insight Largest Holdings 

Source: SKAGEN AS as at 31 August 2018 

Number of companies: 30 (95,5% Developed Markets, 2,6% listed in Emerging/Frontier Markets and 1,9% Cash) 

Active share: 99%  

Holding Country Sector % 

thyssenkrupp GERMANY Materials 6,5% 

Armstrong Flooring UNITED STATES Industrials 6,4% 

Teikoku Sen-I Co JAPAN Industrials 5,8% 

Eltel SWEDEN Industrials 5,0% 

Hertz Global Holdings UNITED STATES Industrials 4,8% 

Mondelez International UNITED STATES Consumer Staples 4,7% 

Rexel FRANCE Industrials 4,4% 

Conduent UNITED STATES Information Technology 4,0% 

General Electric UNITED STATES Industrials 3,9% 

Dai-ichi Life Holdings JAPAN Financials 3,7% 

Overall - Total 49,2% 



All that glitters is not gold – 
uncovering alpha in EMD HC.
Thomas Haugaard, Senior Economist, Danskebank



All that glitters is not gold

Uncovering alpha in EMD HC
Nordic Investment Managers Forum, October 2018
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This presentation is reserved for professional clients as defined by the European Directive 2004/39/EC dated 21 April 2004 (MiFID) and is not for retail distribution.

• We only manage products where we believe 
we can deliver world class performance

• Focused and independent investment teams 
– “Boutiques”

• No committees or binding house views

• Bottom-up understanding and high 

conviction key characteristics 

Danske Bank Asset Management

Danske Bank Asset Management is the 

asset management division of Danske Bank, 

one of the largest and oldest financial 

groups in the Nordic region. 

Our roots dates back to 1928 with the 

foundation of the first mutual fund in 

Denmark. Danske Bank Asset Management 

was formed in 1996 to centralize all the 

group’s investment management activities.

Risk-weighted assets € 101.2 bn

Tier 1 capital € 19.3 bn

Solvency ratio 19.1%

# of employees 20357

Asset Management € 110 bn

- Institutional € 42 bn

- Retail € 69 bn

Pension and savings € 55 bn

Private Banking € 69 bn

Total Assets € 235 bn

# of employees 2203
as of June 2018

Danske Bank Group

Danske Bank Wealth Management

as of June 2018
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This presentation is reserved for professional clients as defined by the European Directive 2004/39/EC dated 21 April 2004 (MiFID) and is not for retail distribution.

Agenda

Perception versus reality about emerging markets

Why invest in EMD HC?

Our approach to invest in EMD HC 

Appendix: EMD HC Outlook

Appendix: Current Strategy

1

2

3

5

4



Why invest in EMD HC?

Perceptions and realities about emerging markets and a primer on EMD
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Why invest in emerging markets? Perception versus reality

Healthier, better educated, less poor and better informed (1)

Source: Macrobond, IMF

Poverty is decreasing and a middle-class is growing Higher life expectancy extend planning horizon
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Why invest in emerging markets? Perception versus reality

Healthier, better educated, less poor and better informed (2)

Source: Macrobond

Improving health conditions is a big positive …and populations are becoming better informed
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Source: Danske Bank Asset Management

Perception of risks are higher than reality
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 Emerging markets (today)
Perception

of EM

Why invest in emerging markets? Perception versus reality

Perceived risk-free country* 
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Source: International Monetary Fund Source: Moody’s

IMF and ratings agencies are engaging policy makers in emerging

markets - AND SO ARE WE!

Why invest in emerging markets? Perception versus reality

*

IMF engagement with EMs is widespread Increasing number of EMs is being rated
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Overall, EM catch-up is expected to continue

Source: IMF and Macrobond

Why invest in emerging markets? Perception versus reality



Emerging Markets Debt

Introduction to EMD HC
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Return drivers in EM sovereign bonds

Source: Danske Bank Asset Management

Credit risk

Country specific

FX risk

Global and country specific

Interest rate risk

Country specific

Local currency

Credit risk

Country specific

Interest rate risk

Developed market specific 

according to issue of currency

(typically US treasury yields)

Hard currency

EMD Primer
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Large country and security universe enables a good portfolio 

diversification

EMD Primer

Source: J.P. Morgan, as of 30.04.2018

Under-researched universe, leading to market inefficiencies which create alpha opportunities!
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Historical risk-return characteristics favorable for EMD HC
EMD Primer

Note: Time period chosen based on data availability for the full set of asset classes.

Source: Danske Bank Asset Management

Asset class Return (ann.) Sharpe ratio

EU High Yield Bonds 9.0% 0.69

EMD HC (EUR-Hedged) 8.0% 0.68

Germany Govt 7-10Y 5.2% 0.65

EU Investment Grade 4.4% 0.65

US HY (EUR-hedged) 8.1% 0.64

United States Equity 9.2% 0.56

Germany Govt 3-7Y 3.6% 0.55

World Equity All Countries 8.9% 0.54

Emerging Market Debt LC 6.9% 0.54

Germany Govt 10+Y 7.0% 0.51

Emerging Market Equity 11.6% 0.51

US IG (EUR-hedged) 4.8% 0.48

EU Sr Secured Loans 5.3% 0.45

EU Equity 8.2% 0.43

EM FX 4.3% 0.35

Japan Equity 6.4% 0.28

Germany Govt 1-3Y 2.0% -

Correlations EMD HC EMD LC

EMD HC (EUR-hedged) 1.00 0.49

EMD LC 0.49 1.00

EM FX 0.07 0.80

EU Investment Grade 0.62 0.44

EU High Yield Bonds 0.68 0.35

EU Sr Secured Loans 0.59 0.20

Germany Govt 1-3Y -0.12 0.09

Germany Govt 3-7Y 0.05 0.18

Germany Govt 7-10Y 0.15 0.21

Germany Govt 10+Y 0.15 0.27

United States Equity 0.21 0.49

EU Equity 0.46 0.44

Japan Equity 0.18 0.47

World Equity All Countries 0.39 0.57

Emerging Market Equity 0.55 0.64

EU IG

EU HY

EU SBL

Germany 1-3Y Gov

Germany 3-7Y Gov

Germany 7-10Y Gov

Germany 10+Y Gov

US Equity

EU Equity

Japan Equity

Global Equity

EM Equity

EMD HC (EUR-hedged)

EMD LC

EM FX

US IG (EUR-hedged)

US HY (EUR-hedged)
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EMD Primer

Simple example showing EMD HC impact on a portfolio

Source: Danske Bank Asset Management. Note: Calculations based on historical information (2003-YtD) and results are not reliable as indictors of vuture returns. Optimal asset class 
weights are found via optimization at varying levels of volatility.

 Adding EMD HC to a portfolio has 

historically enhanced returns at a given 

level of volatility

 In a simple model portfolio diversification 

gains are significant and the optimal 

allocation to EMD HC is very high

291

267
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EMD Primer

Attractive yield provides a buffer to rising US rates environment

6,6%

6,7%
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Local vs. Hard currency (RHS) EMD hard currency (yield) EMD local currency (yield)

Yield to maturity Spread

Source: JP Morgan and Danske Bank Asset Management



Our approach

Strictly focused EMD HC strategy based on 
 Unbiased, systematic and efficient approach to country analysis
 Proven strong security selection capabilities
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Key Characteristics

Performance target

Outperform benchmark over 3 years

Holdings (approx.)

300 issues and 70 countries

Overall DTS risk relative to BM 

Benchmark +/-5

Country DTS risk relative to BM 

Benchmark +/- 2

Interest rate duration 

Benchmark +/- 0.25

FX risk

Hedged to base currency

Information ratio target

> 0,5

Assets under management

€3.8 billion
• Focused single strategy boutique 

• Pure hard currency/no local currency exposure

• Active investment style: Our investment universe 
comprises all EM hard currency bonds

• Create alpha through country allocation and security 
selection - focus on credit risk premia

• Proven strong security selection skills

• A systematic country allocation process centered 
around a proprietary model setup

• Dynamic risk allocation dependent upon global 
macro view

• ESG considerations are core to our fundamental 
analysis
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Performance Overview: Emerging Markets Debt - Hard Currency

Performance Summary
Aug 13 - Aug 18 Composite 

Return (EUR)

Benchmark 

return*
Excess return

Year to Date -5.47 -6.47 1.00

1 Year -4.12 -6.16 2.04

2 Years 0.73 -1.71 2.45

3 Years 5.41 3.03 2.38

4 Years 3.77 1.68 2.08

5 Years 5.83 4.09 1.74

7 Years - - -

10 Years - - -

Ann. since inc. 5.17 3.47 1.70

2017 10.41 7.93 2.48
2016 11.99 8.66 3.33

2015 2.01 0.02 2.00

2014 6.87 7.11 -0.24

- - - -

- - - -

- - - -

- - - -

- - - -

- - - -

Composite Data
5 Years No. of accounts Assets (EUR)

Annual Volatility (%) 5.78 Current 2 2,263.65

Tracking Error 1.06 2017 2 1,827.19

Info. Ratio 1.64 2016 2 1,896.00

Sharpe Ratio 1.01 2015 2 2,028.29
2014 2 2,057.06
- - -

Aug 13 - Aug 18

*JP Morgan Emerging Markets Bond Index Global Diversified

As of Aug 2018

Accumulating

Risk / Return

5.90

1.05

1.61

0.88

Source: Danske Bank. All figures are based on GIPS standards compliant gross perfomance not including commissions or other fees that may have a diminishing effect on return, the 
figures refer to past performance and are not a reliable indicator of future results. All returns are annualised. Periods with negative returns may have occurred. Figures may increase or 
decrease as a result of currency fluctuations. All figures are GIPS standards compliant and based on gross performance. [Dutch investors should especially note that “De waarde van u 
belegging kan fluctueren. In het verleden behaalde resultaten bieden geen garantie voor de toekomst.”]
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Performance attribution

Note: Country model became active at the end of 2014 so is not reflected in the 2014 country allocation figure. Source: Danske Bank, Barclays
Point. All figures are based on GIPS standards compliant gross performance not including commissions or other fees that may have a diminishing
effect on return, the figures refer to past performance and are not a reliable indicator of future results. All returns are annualized. Periods with
negative returns may have occurred. Figures may increase or decrease as a result of currency fluctuations.

Performance attribution 

relative to benchmark (bps)
2014 2015 2016 2017 2018 YTD

Yield Curve -15 -4 10 -1 9
Cash position -16 0 -15 -13 -18
DTS mismatch -25 -68 53 45 -63
Country allocation -90 71 120 90 32
Security selection 148 174 159 125 154
Others 0 17 4 -19 5
Total performance 2 190 331 227 119

As of 31/08/2018
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Philosophy — market inefficiencies create multiple 

alpha opportunities 

We generate alpha through fundamental, bottom-up analysis

Our forward-looking
country rating model and

valuation framework is the basis for
our systematic country allocation approach

Our investment universe is extensive with many under-
researched countries and we see clear evidence of herding and 

other systematic inefficiencies at the country-level

Investor segmentation, index eligibility, technical factors and an 
under-researched universe gives rise to mispricing and 

distortions across regions and currencies of issue

Extensive relative-value analysis of 
individual issuers and securities

guides security selection
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Empirical regularities underpin our analytical philosophy

Key empirical 

regularities

Systematic 

relationship 

between ratings 
and market 
behavior

Market is leading 

ratings by 1-2 
years (forward 
looking)

Clear signs of 

over- and under-

shooting by 1-2 
notches (herding)
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• Strategic view is determined by 
our in-house country rating

• Strategic overweights: improving 
credit stories

• Strategic underweights: 
deteriorating credit stories

• Strategic marketweights: all 
other credit stories

Overview of country analysis framework

• Our country allocation framework is based on in-house research of sovereign ratings processes and market behavior

• No arbitrary country risk index; country risk analysis identifies credit risk factors and their relative importance

• Objective and systematic country credit risk assessment to ensure consistency across countries and time

• Objective, forward looking & 

dynamic country credit ratings 
model

• Model-based objective 

identification of fundamental 
sovereign ratings drivers and their 
relative importance

• Fundamental variable forecasts 
are used by the model to provide 
the final output, a 1-2 year 

numerical ratings forecast

• Systematic and transparent 
qualitative adjustment accounts 
for long term economic potential, 

resilience, policy quality and 
unique factors

• Peer-group for adjustment is 
determined by economic 
development phase

• Country research trips provide 
important input to qualitative 
adjustment

Unique approach

Quantitative model Qualitative overlay Strategic view



2222

Efficient and responsible use of ESG-factors

Source: S&P, Moody’s, Fitch, World Bank

Our approach to environmental, social and governance factors (ESG)

• ESG is an important part both in our quantitative and qualitative assessment of sovereign credit risk

• Inclusion of important ESG factors is based on our empirical research

• Our quantitative approach ensures that ESG enters our credit risk assessment in an unbiased and efficient way

ESG factors are very 
important in the 

quantitative model

… and in the 
qualitative overlay 

• Climate vulnerability

• Health and primary education

• Inequality

• Economic freedom

• Corruption perception

R² = 0,731
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ESG a potential creator or destroyer of alpha

 Lagging ESG-data presents a 

significant challenge to the 
analysis of sovereign credit risk

 Forward-looking ESG portfolio 
outperforms the backward-looking 
ESG approach every year since 
2005

 Backward-looking use of ESG 

destroys alpha (underperforms 
the benchmark in 8 years out of 
11) since 2005

 Forward-looking use of ESG 

creates alpha (outperforms the 
benchmark in all years except in 
2009 – aftermath of global 
financial crisis)

 The level of ESG is not what is 
important when investing, the 
realized change in ESG is!

 Misuse of ESG results in a 

significant alpha loss

Notes:
 Benchmark: Equally-weighted portfolio of 27 J.P. Morgan EMBI benchmark-countries. 

Countries included were all in the benchmark during the entire period 2005 onwards.
 Backward-looking portfolio: Invest in countries that have seen a stronger improvement in 

their World Bank Governance indicator than the benchmark from t-4 to t-2.
 Forward-looking portfolio: Invest in countries that have seen a stronger improvement in 

their World Bank Governance indicator than the benchmark from t-1 to t+1
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Example (1/3): Country rating model output, Brazil

September 2015 country ratings Brazil country rating time series

We compare our forward looking in-house rating with the average of agency ratings in order 

to determine positive and negative credit stories

Source: Danske Bank, Bloomberg. This is not a recommendation to invest in any of the above mentioned securities.
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Brazil
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Brazil official 
rating = 10 (BBB-) Brazil IMR = 12 (BB)
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Example (2/3): Valuation

Source: Danske Bank, Bloomberg

IMR example — Brazil, 09/2015 IMR vs agency and in-house ratings — Brazil

• Monitors market pricing in implicit credit rating terms
• Estimates a functional relationship between spreads, ratings and duration
• Establishes a robust functional relationship between spreads and ratings - credit line

Source: Danske Bank, Bloomberg

Example:
(a) Brazil’s spread is 400 bps 
(b) 400 bps spread is equivalent 

to BB rating on Sovereign 
credit line

(c) Since official rating is BBB, 
the market spread implies a 
downgrade

*For further details on the IMR model, please see the appendix to this presentation. This is not a recommendation to invest in any of the above 
mentioned securities.
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g

Example (3/3): Security selection

Source: Danske Bank, Bloomberg. This is not a recommendation to invest in any of the above mentioned companies/securities.

Petrobras historical spread to UST Petrobras spread curve – spread to UST

Use relative value to generate ideas
• Spread curve trades — within and between countries
• Relative value trades — between sectors, issuers, and issues



Appendix: EMD Outlook

Tighter liquidity raises the bar for emerging markets
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Outlook for EMD hard currency – our expectations

Global market 

environment

• Global liquidity remains supportive of risk appetite but normalization of 
monetary policies means gradual headwinds and risk of policy mistakes

• Main brake on global sentiment is uncertainty about impact of trade disputes
• Weaker than expected global recovery increases risk of negative sentiment
• Concerns about contagion in EM and China are exaggerated
• Key risk: Trade war, USD strength, monetary policy normalization

• EMBIGD spreads are wide according to our fair-value model
• EMD also looks cheap relative to US HY credit and fair to IG

• Negative returns increase risk of further outflows
• EM sovereign issuance has been front loaded and idiosyncratic
• Intra-EM-allocation favors EMD HC as a relative safe-haven
• EMD remains structurally an under-invested asset class

• EM recovery disappointed but maybe expectations went too far
• Mainly idiosyncratic disappointments behind downgrade of EM growth
• External pressure has led to selective tightening of monetary policy
• Early signs of reform willingness in key emerging markets

EM 

fundamental 

outlook

EMD valuation

EMD technical 

conditions

Outlook for the 

asset class that 

will determine 

our risk appetite

• 3-6 month outlook: Neutral-Positive

Red dotted line is previous stance

Source: Danske Bank Asset Management

This presentation is reserved for professional clients as defined by the European Directive 2004/39/EC dated 21 April 2004 (MiFID 2) and is not for retail distribution.
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Yield/spread-trade-off determines total return (12 month)

Source: Bloomberg and J.P. Morgan
Note: Table is based on 12-month carry of JPM Benchmark unhedged USD
Data as of 26.09.2018

Yield / spread 261 281 301 321 341 361 381 401 421

3,9% 6,4% 5,1% 3,8% 2,5% 1,3% 0,0% -1,3% -2,6% -3,9%

3,7% 7,7% 6,4% 5,1% 3,8% 2,5% 1,3% 0,0% -1,3% -2,6%

3,5% 9,0% 7,7% 6,4% 5,1% 3,8% 2,5% 1,3% 0,0% -1,3%

3,3% 10,3% 9,0% 7,7% 6,4% 5,1% 3,8% 2,5% 1,2% 0,0%

3,1% 11,5% 10,2% 9,0% 7,7% 6,4% 5,1% 3,8% 2,5% 1,2%

2,9% 12,8% 11,5% 10,2% 9,0% 7,7% 6,4% 5,1% 3,8% 2,5%

2,7% 14,1% 12,8% 11,5% 10,2% 9,0% 7,7% 6,4% 5,1% 3,8%

2,5% 15,4% 14,1% 12,8% 11,5% 10,2% 9,0% 7,7% 6,4% 5,1%

2,3% 16,7% 15,4% 14,1% 12,8% 11,5% 10,2% 9,0% 7,7% 6,4%
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Previous risk-triggers dissipating… new ones introduced

This presentation is reserved for professional clients as defined by the European Directive 2004/39/EC dated 21 April 2004 (MiFID 2) and is not for retail distribution.

Source: Danske Bank Asset Management

Yield-scare

VIX-scare

Trade war?

Tantrum V2?

EM idiosyncratic stories
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• Ample global liquidity provided by central banks, but flows are 
decelerating rapidly

• Gradual and somewhat cautious tightening expected to continue as US 
economy grows and inflation has accelerated although still only 
modestly

• Relatively healthy global growth is still in the cards

• Syncronized global recovery is however jeopardized by trade disputes, 
idiosyncratic EM stories, USD-strength and a slowing China

• Some early signs of stabilizing global economic activity

• Exagerated concerns about contagion in EM as policy makers have 
responded to pressures

• Renewed concerns about slowdown in China on the back of trade
dispute with the US and financial deleveraging. Policies have allready
turned more stimulative

• Geopolitical risks are elevated due to US sanctions spree

Global Market Sentiment – EM headwinds have increased
Global risk aversion rangebound and low

Global growth expected to stabilizeAmple liquidity but positive flow is declining

Source: Bloomberg and Danske Bank Asset Management

This presentation is reserved for professional clients as defined by the European Directive 2004/39/EC dated 21 April 2004 (MiFID 2) and is not for retail distribution.

Source: Morgqan Stanley
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Credit quality clearly not turning the corner we expected in 2018

Source: Bloomberg, J.P. Morgan, Moody’s, S&P, Fitch and Danske Bank Asset Management

• Disappointing activity and idiosyncratic stories so far this year has not led to the improvement we expected

• Some short-term fundamental weakness expected due to financial market noise and potential feed-back loops

• Stabilization and resumed recovery in 2019 will eventually lead to improving credit fundamentals

• Ratings actions have been lagging credit fundamentals, but outlooks have started to improve (idiosyncratic stories weigh)



3333

EMD technical conditions – better than expected

EMD HC ETF flows (USD millions)

EM credit net issuance, US$ billion EM debt-dedicated flows (US$ billions)

This presentation is reserved for professional clients as defined by the European Directive 2004/39/EC dated 21 April 2004 (MiFID) and is not for retail distribution.

Sources: Danske Bank Asset Management, Morgan Stanley and Bloomberg

YTD EM sovereign issuance, US$ billion
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Sources: Danske Bank Asset Management, Bloomberg, S&P, Moody’s and Fitch

EMD HC valuation – Attractive on a stand-alone basis

This presentation is reserved for professional clients as defined by the European Directive 2004/39/EC dated 21 April 2004 (MiFID) and is not for retail distribution.
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• Several market inefficiences at the security and sovereign level

• Focused strategy centred around team capabilities

• High analytical standards behind approach to sovereign credit analysis
− Objectivity
− Empirical foundation
− Transparency

• Significant on-the-ground presence

• Strong ownership of all parts of the investment process

• Prudent risk management

Conclusions - Uncovering alpha in EMD HC



Current strategy
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Positioning Key figures

Risk factors and other key figures

Note: Benchmark is J.P. Morgan Emerging Markets Bond Index Global Diversified. All figures are based on a representative account and provided 
for informational purposes only. Actual investments may differ.

Portfolio holdings, risk factors and other key figures

DTS DTS

Portfolio
Relative to 

benchmark

Relative 

distribution

Relative to 

benchmark

Supranationals 1.4% 1.4% 1.1% 0.22

Sovereigns 67.3% -11.6% -9.0% -1.13

Sub-sovereigns 1.1% 1.1% 2.5% 0.48

Quasi-sovereigns 17.1% -3.2% -0.9% -0.06

M-sovereigns 3.4% 3.4% 3.2% 0.62

Corporates 3.0% 3.0% 2.4% 0.46

 Largest overweights

Argentina 4.6% 1.7% 2.0% 0.43

Mongolia 3.6% 2.9% 1.6% 0.31

Qatar 2.8% 2.8% 1.5% 0.30

Macedonia 1.9% 1.9% 1.3% 0.26

Croatia 2.0% 0.4% 1.3% 0.25

 Largest underweights

Venezuela 0.6% -0.4% -2.1% -0.37

China 0.1% -4.2% -1.4% -0.26

Mexico 3.4% -1.7% -1.5% -0.25

Uruguay 0.7% -1.8% -1.4% -0.25

Philippines 0.3% -2.9% -1.3% -0.24

Market value

All data is as of 28-09-2018 All data is as of 28-09-2018

Portfolio Benchmark

# of countries 69 67

# of issuers 138 152

# of positions 311 667

% of EUR denominated bonds 9% N/A

Rating BB-/B+ BB/BB-

Yield to worst (%) 6.0% 5.9%

Annual carry 3.7% 3.2%

Spread Duration x spread (DTS) 19.3 18.6

DTS Beta 1.0 -

Interest rate duration (year) 6.4 6.4

Spread duration (year) 5.8 6.4

Total TEV (bps/year) 85 -

Volatility (bps/year) 667 661

Beta 1.0 -
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Your contact at Danske Bank Asset Management

Danske Bank Asset Management, Tower 185, 60185 Frankfurt/Main
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Marc Homsy
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Tel.: (+49) 69 50 50 47-151
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Director Business Development

Tel.: (+49) 69 50 50 47-150
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Michael Dazian

Director Business Development

Tel.: (+49) 69 50 50 47-152
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Director Business Development
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Tel.: (+45) 45 13 9873
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Tel.: (+49) 69 50 50 47-155
azhar.cheema@danskebank.com

Dr. Ilona Wachter

Director Business Development

Tel.: (+49) 69 50 50 47-156
ilona.wachter@danskebank.com
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Disclaimer & Contact information

This publication has been prepared by Wealth Management — a division of Danske Bank A/S (“Danske Bank”). Danske Bank is under supervision by the Danish Financial Supervisory Authority (Finanstilsynet).

This publication has been prepared for information purposes only and it is not to be relied upon as investment, legal, tax, or financial advice. The Reader must consult with his or her professional advisors as to the legal, 
tax, financial or other matters relevant to the suitability and appropriateness of an investment. It is not an offer or solicitation of any offer to purchase or sell any financial instrument. Whilst reasonable care has been 
taken to ensure that its contents are fair and true, and not misleading, no representation is made as to its accuracy or completeness and no liability is accepted for any loss arising from reliance on it. We accept no 
responsibility for the accuracy and/or completeness of any third party information obtained from sources we believe to be reliable but which have not been independently verified.

Any reference herein to any financial instrument and/or a particular issuer shall not constitute a recommendation to buy or sell, offer to buy, offer to sell, or a solicitation of an offer to buy or sell any such financial 
instruments issued by such issuer.

Danske Bank (acting on its own behalf or on behalf of other clients), its affiliates or staff, may perform services for, solicit business from, hold long or short positions in, or otherwise be interested in the investments 
(including derivatives), of any issuer mentioned herein. 

The publication has been prepared for selected potential professional/qualified clients and is not publicly distributed. The publication must be read in conjunction with the oral presentation provided by Wealth 
Management — a division of Danske Bank A/S. The publication is not intended and not suitable for any (potential) retail clients. The publication may not be further distributed or shared with any third party without Danske 
Bank A/S’ prior written consent. 

Historical performance information depicted herein is not indicative of future performance or investment returns, and actual events or conditions may not be consistent with and may differ materially from those 
depicted or expected in the publication.

Neither this document nor any copy of it may be taken or transmitted into the United States of America, its territories or possessions (the ‘United States’) or distributed directly or indirectly in the United States or to any 
U.S. person (as defined in Regulation S under the U.S Securities Act of 1933, as amended), including any national or resident of the United States, or any corporation, partnership or other entity organised under the laws 
of the United States.

Any information or opinions contained herein are not intended for distribution to or use by any person in any jurisdiction or country where such distribution or use would be unlawful. 

This material has been created for use by prospective Professional Investors in Austria, Belgium, Denmark, Finland, France, Germany, Luxembourg, the Netherlands, Norway, Sweden, Switzerland and the United 
Kingdom.

In Switzerland, this document is intended exclusively for qualified investors pursuant to Art.10 Para.3, 3bis and 3ter of the Swiss Collective Investment Schemes Act (CISA) and independent asset managers as per Art. 
3 Para.2 lit c CISA with country of residence in Switzerland. It is not intended for any investor who is not considered as a qualified investor and may not be made available or distributed publicly to non-qualified investors.

Copyright © Danske Bank A/S. All rights reserved. This publication is protected by copyright and may not be reproduced in whole or in part without permission.

If funds are marketed it must be ensured that the funds have marketing permits in these jurisdictions.

Danske Bank Asset Management — a division of Danske Bank A/S
Holmens Kanal 2-12
DK-1092 Copenhagen, Denmark
Company reg. no.: 61 12 62 28 
Tel.  +45 45 13 96 00
Fax  +45 45 14 98 03
http://www.danskecapital.com
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  Thomas Haugaard, Senior Economist, Danskebank
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