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Pareto Nordic Bond Funds Update

Nordic Bond Markets in February 2021

The positive development for the Nordic market continued in February, fueled by the potent momentum for risk
assets globally. February continued with high activity in the primary market, basically across all sectors in the
Nordic region. Large new issue volumes have evidently absorbed some of the investor demand, resulting in
somewhat lower activity in the secondhand market. Market sentiment ended the month on a negative note with
risk assets falling back globally, primarily caused by rising longer-dated interest rates in the US. Consensus amongst
Norwegian banks is moving towards potentially two interest rate hikes by Norges Bank, already in 2021. Banks in
the region are now revising their prognosis in conjunction with supportive economic data and long rates in the US
moving north. In sum, the relative attractiveness of the Nordic region is very much intact, with supportive macro
figures and credit spread premiums.
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Highly diversified Nordic credit fund.
The fund excludes investments into
oil-related activities, holding a fossil
free profile guided by sound ESG
principles. It offers broad access to
the quality end of high-yield and
crossover segment with ultrashort
duration and relatively short time to
maturity. Strategy inception was in
2001, initially as a Norwegian fund.

Diversified across some 120 issuers
in a wide range of business sectors.
Conservative style based on deep
inhouse credit analysis. Local market
knowledge offers opportunities in
this predominantly unrated market.
Short duration and attractive credit
spreads in an economically strong
region. Strategy inception in 2006,
initially as a Norwegian fund.

Fund with well-diversified portfolio
of global credits, managed from our
Nordic base, yet with a global view.
As a Swan ESG labeled fixed income
fund, it follows strict requirements
on sustainability criteria for every
investment made. Focus is on non-
cyclical businesses in the US, and
European and Nordic regions.
Relatively short duration.

At the core of every Pareto investment strategy is a bespoke credit assessment process: With long-standing
proprietary credit evaluation models, combined with dedicated local expertise and access to the issuers. The
approach provides a Nordic/Global corporate credit exposure with low geopolitical risk and a sound ESG profile.
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Yield to Maturity EUR 2.0% 4.0% 3.0%
Yield-to Worst EUR 1.9% 3.8% 2.7%
Average Spread-to-Worst 237bps 434bps 336bps
Modified Duration 0.2 0.8 1.9
Credit Spread Duration (Sensitivity) 1.9 2.2 3.1
Time to Maturity 2.2 2.7 4.4
Assets under Management (mEUR) 197 1315 223
# of Issuers 119 126 88
2021 Return YTD EUR 0.7% 1.8% 0.9%
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Pareto Nordic Cross Credit returned
0.21 % in EUR-hedged for the month
of February. Now, with long interest
rates in the US moving north, the
strategy stands out as particularly
interesting - holding 89 per cent of
its portfolio in floating-rate notes. At
portfolio level this results in an ultra-
low interest sensitivity, with a
modified duration of 0.2.

The fund was very active in the
primary and secondary market over
the course of the month. Part of the
activity involved refinancing of
bonds with short time to maturity.
The specific names were Norske
Skog (Pulp & Paper), Orexo
(Pharmaceuticals) and Ice Group
(Telecom). In the secondhand
market we increased our positions in
Volvo Car (auto), Islandsbanki
(banking) and Landshypotek Bank.
Two covered bonds were purchased,
KLP Boligkreditt and Stadshypotek,
and a new acquaintance for the fund
was introduced, namely Desenio
Holding (Interior & Design).

The fund will pose as an attractive
proposition for investors seeking
yield with ultra low interest rate
sensitivity.

Pareto Nordic
Corporate Bond

The fund returned 0.81 % in EUR-
hedged for the month of February.
The fund’s portfolio is well
positioned to encounter increased
market volatility due to the low
interest rate and credit risk duration
at 0.8 vyears and 2.2 years,
respectively. In addition, the fund
has relatively low exposure to
sectors which are sensitive to rising
interest rates, such as real estate.
The reporting season is well under
way and most of the companies in
the portfolio have delivered solid
reports so far. There were no default
events recorded in the Nordic high-
yield market in February, and the
fund has not been exposed to any
default events year-to-date.

The primary market activity has
been high throughout the month
with 25 new issues, of which the
fund has participated in five. Three
of the new issues were refinancing
of existing holdings, while two were
new holdings (Heimstaden AB and
Modex, a container leasing
company). Average value weighted
spread for the new issues in
February was approximately 495
basis points compared to an average
spread of 575 bps for the deals in
which we participated.

Last 12 months performance in EUR
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Pareto ESG Global
Corporate Bond

Despite the turbulence and fall in
most global credit indices, the fund
performance was relatively
unchanged during the month. So far
this year the fund has developed

nicely, returning 0.94 % in EUR-
hedged class.

The global high-yield fund
participated in several new issues,
such as Kloeckner Pentaplast
(recycled plastic production), Scatec
Solar  (solar energy), Catalent

(pharmaceuticals) and IQVIA (health
care). Kloeckner Pentaplast and
Scatec Solar are new holdings in the
portfolio. In the secondary market,
we picked up bonds in several
names, such as Picard (frozen food),

Ball Corp (packaging), Kraton
Polymers (biobased chemical
company), Loxam (logistics) and

Digiplex (data storage).

So far we have not experienced one
single default during the pandemic.
The latest quarterly figures further
indicate a positive momentum for
the respective business. We argue
that the fund is well positioned in
the global high yield market, with its
conservative tilt, and poses as an
attractive proposition for clients
seeking ESG exposure.

MTD performance in EUR
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(additional ones are available) Pareto Nordic Pareto Nordic Pareto Global
w Cross Credit Corporate Bond Corporate Bond

[Minimum Investment]

AEUR[1€] LU2023199552 LU1608101579 LU1327537681

A/C NOK [1€] LU2023199396 LU0922130215 LU1199946085

H EUR [5m€] LU2023200236 LU1311575093 LU1199946242

\ +49 69 333983 524 L +49 69 333 983 522
0 +47 996 93 100 i +49 176 3666 5211
petter.quam@paretoam.com X oliver.roll@paretoam.com
9 Dronning Mauds gat? 3 9 Grafstrasse 97

Postboks 1810, Vika D-60487 Frankfurt

NO-0123 Oslo

Disclaimer

= 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/portfolio’s risk profile, as well as fees for subscription,
management and redemption. Returns may be negative as a result of negative price developments.

= Pareto Asset Management seeks to the best of its ability to ensure that all information given is correct,
however, makes reservations regarding possible errors and omissions. Statements in the report may reflect
the portfolio managers’ viewpoint at a given time, and this viewpoint may be changed without prior notice.
The distribution of this information may be restricted by law in certain jurisdictions and this information is not
intended for distribution to any person or entity in such jurisdiction.

= This presentation should not be perceived as an offer or recommendation to buy or sell financial instruments.
Pareto Asset Management does not assume responsibility for direct or indirect loss or expenses incurred
through use or understanding of the presentation.

= Subscription and redemption fees are not taken into account in the historical performance given for our funds,
this could affect the return adversely.

= Unless otherwise stated, the performance information given does not take into account any tax that may be
incumbent on the product and / or customer. The tax treatment of the funds depends on the personal
circumstances of each client and can be subject to future changes.

= Expectations of future performance should not be used as a reliable indicator of future performance. Such
expectations do not take into account the effects of inflation and taxes, which will have a negative impact in
real terms.

= In preparing this document we have relied upon and assumed, without independent verification, the accuracy
and completeness of all information available from public sources or which was provided to us or otherwise
reviewed by us. The information contained in this document has been taken from sources deemed to be
reliable. We do not represent that such information is accurate or complete and it should not be relied on as
such. Any opinions expressed herein reflect our judgment at this date, all of which are accordingly subject to
change. Pareto Asset Management AS accepts no liability whatsoever for any direct, indirect or consequential
loss arising from the use of this document or its contents.

= Fund prospectus, KIID, annual and semi-annual reports are available here www.paretoam.com/en/fund-
reports. Other information is available at www.paretoam.com/en/client-information. Financial information
and information about management and control is available from
https://www.paretoam.com/clientinformation

= Employees of Pareto Asset Management AS have holdings in the mutual fund described herein.

= The source is Pareto Asset Management unless otherwise stated. Read more about us, our products and risks
associated with financial instruments on our website www.paretoam.com.

SWE

SYERIGES FORUM FOR

Signatory of:
] Principles for
HE Respansible
L] ] Investment



http://www.paretoam.com/en/fund-reports/
http://www.paretoam.com/en/client-information
https://www.paretoforvaltning.no/Kundeinformasjon
http://www.paretoforvaltning.no/

