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Report date: 30 September 2017
Fund: Pareto Nordic Corporate Bond
Umbrella fund: Pareto SICAV
Inception date: 22 April 2013*
AUM: NOK 1 798 million
Benchmark: ST1X - 0.25 years

Category: fixed income fund
Legal structure: SICAV/UCITS
Domicile: Luxembourg
Dealing days: all coinciding banking
days in Norway and Luxembourg

Corporate bonds with underlying credit risk,
exposure primarily to Nordic corporations and
financial institutions.

Management company: SEB Fund Services S.A.
Investment manager: Pareto Asset Management AS
Custodian: Skandinaviska Enskilda Banken S.A.
Share class C
Launch date: 26 October 2015

NAV as at 30 September 2017: 985.5174
NAV currency: SEK
Minimum investment: n.a.
ISIN: LU0922130561
Bloomberg ticker: PARHYNB LX

The sub-fund invests in interest-bearing financial instruments issued by Norwegian and
foreign corporations, governments and institutions. The financial instruments primarily
include corporate bonds, but also subordinated and covered bonds. Investments are
expected to give the fund a higher risk and return than traditional interest-bearing
financial instruments. The average duration shall be between 0 and 4 years.

Top five issuers and sector allocation

Aker BP ASA

4.3 %

Ice Group Scandinavia Holdings
AS

3.4 %

Bergvik Skog AB

3.2 %

Beerenberg Holdco II AS

2.4 %

Læringsverkstedet AS

2.4 %

Key figures since launch

Risk figures since launch
Fund
7.0%
3.6%
2.5%
-3.2%
n.a.

Accumulated returns
Annualised returns
Best month
Weakest month
Turnover ratio 2015

Oil service 10.3%
Shipping 15.7%
Real estate 9.7%
Industrial manufacturing 8.5%
LNG 4.5%
It/telecom 8.7%
Oil and gas 6.4%
Transportation and logistics 4.7%
Subordinated financials 5.9%
Conglomerates/diversified hold-cos 2.5%
Metals and mining 2.3%
Other industries 16.1%
Cash 4.4%

Index
1.1%
0.5%
0.1%
0.0%
n.a.

Standard deviation (annualised)
Time to maturity
Interest rate duration

Performance by periods
Fund
4.2 %
3.7
1.4

Index
0.1 %
n.a.
n.a.

Fund
0.5%
6.6%
2.5%
8.2%
3.6%

Last month
Year to date
Six months
One year
Since launch (annualised)

Index
0.0%
0.4%
0.2%
0.5%
0.5%

Performance history
6.6%

8.0%
6.0%
2.0%

4.0%
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0.0%
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Monthly net returns in per cent

2017
2016
2015

Jan.
2.05
-1.74

Feb.
1.30
-3.18

Mar.
0.54
0.62

Apr.
0.51
1.09

May
0.32
0.80

Jun.
0.08
-0.74

Jul.
0.65
0.89

Aug.
0.49
2.46

Sep.
0.45
0.35

Oct.

Nov.

Dec.

0.37
-0.67

-0.59
0.39

1.77
-1.20

YTD
6.55
1.97
-1.48

*The sub-fund was launched 22 April 2013 as a feeder fund (named Pareto High Yield Nordic)and was converted into a stand-alone fund from 26 October 2015. The sub-fund
continues as Pareto Nordic Corporate Bond. All figures are based on internationally recognised standards for publishing performance data. Historical returns are no guarantee
for future returns. Future returns will depend, inter alia, on market developments, the portfolio manager’s skill, the fund’s risk profile, as well as fees for subscription,
management and redemption. Returns may become negative as a result of negative price developments. The performance data do not take account of the fees incurred on
subscription and redemption of units/shares. Pareto Asset Management seeks to the best of its ability to ensure that all information given in this report 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 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. The report 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 report. Fund prospectus, KIID, annual and semi-annual report are available at
http://fundinfo.sebfundservices.lu/Pareto/. The representative in Switzerland is ACOLIN Fund Services AG, Affolternstrasse 56, CH-8050 Zurich. The paying agent in Switzerland
is NPB Neue Private Bank AG., Limmatquai 1/am Bellevue, P.O. Box, CH-8024 Zurich. The relevant documents such as the prospectus, the key investor information document
(KIIDs), the statutes or the fund contract as well as the annual and semi-annual reports may be obtained free of charge from the representative in Switzerland.
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Monthly commentary
by Eric von Koss Torkildsen

September was another good month for our high yield funds.
Through the month we have exited our position in Songa Offshore. After Transocean announced its intention to
buy the company (mentioned in the previous monthly report), the bond price rose sharply and the time had
come to say thank you for now.
Seadrill also garnered a lot of attention in September when they announced their restructuring proposals under
US Chapter 11. We have no holdings in Seadrill bonds, which widened after the news was made public. The
proposal was, however, considered positive for Ship Finance bonds, and in particular for the convertible bond,
which tightened significantly. We took the opportunity to reduce our position somewhat.
In the primary market we participated in Ovako, MPC Containerships, Sirius, SBB, Ice Group Scandinavia and
Wallenius Wilhelmsen Logistics. The activity in this market has been high. As the monthly report went to ‘press’,
we could count 16 new bond issues with a total volume, measured in Norwegian kroner, of more than 15 billion
(EUR 1.6 billion).
Of the 16 issues, several are from well known bond issuers, such as Stolt Nielsen, Wallenius Wilhelmsen
Logistics, Metsä Board and Ovako, but there are also a number of issuers coming to the bond market for the
first time. Looking at the industries in which these 16 different companies operate, we find everything from
capital-intensive businesses such as shipping, real estate and telecom to gaming companies, a technology
company and a car dealer, to name a few.
Over the past ten years, outstanding volumes in the Nordic high yield bond market have almost quadrupled. We
now estimate the outstanding volume at NOK 450 billion, of which about half has been issued in Norway and
about a fourth in Sweden. The growth marks a clearly ongoing, structural shift from traditional bank loans to
bonds in the Nordic corporate debt market. We are looking forward to this as a larger market provides a larger
and more diversified universe to choose bonds from for us as an asset manager. In addition, size and growth
will allow for even more international attention, which in turn will provide better liquidity and lower margins for
purchases/sales.
If we look outside the Nordic region, it is interesting to see that the default rate for European high yield bonds,
according to J. P. Morgan, is decreasing, measured by a 12-month rolling average. In addition, the companies’
average debt ratio, measured by debt to EBITDA, fell to 3.5 (from 4.5 in 2014), which significantly increases the
companies’ ability to service their debt obligations.
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