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Benchmark: Oslo Børs Mutual Fund Index Dealing days: all Norwegian business days Launch date: 13 July 2015 Bloomberg ticker: PAAKNOD NO

Risk score from 1 (low) to 7 (high): 6

Top ten holdings and sector allocation

Accumulated returns Standard deviation (annualised) Last month
Annualised returns Tracking error (annualised) Year to date

Information ratio Last 12 months
Sharpe ratio (SOL1X)** Three years (annualised)
Beta Five years (annualised)

Ten years (annualised)
**ST1X was used until 29.01.21 Since inception* (annualised)

Performance history*

Annual returns*

12.2% 9.1%

0.8 n.a. 9.8% 7.3%
9.7% 9.7%

0.3 n.a. 0.9% -1.7%
0.6 0.42 21.6% 15.3%

5.8%
1105 % 559 % 19.2% 20.7% 3.5% 2.7%
12.2 % 9.1 % 8.7% n.a. 8.0%

Key figures since inception* Risk figures since inception* Performance by periods

Fund Index Fund Index Fund Index

Financials 21%

Industrials 20%

Materials 19%

Energy 18%

Consumer staples 15%

Cash 4%

Consumer discretionary 3%

Investment criteria:
 Sound balance sheets
 Strong historical returns on equity
 Reasonable pricing

*Reporting start date: 06.09.2001. Simulated returns from 06.09.2001–13.07.2015 are based on historical returns for unit class I, adjusted for management fees for unit class D. Simulated returns and risk
figures are provided for illustrative purposes only. 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. This is a marketing
communication. This is not a contractually binding document. Please refer to the prospectus of the fund and do not base any final investment decision on this communication alone. 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 reports are available at paretoam.com/en/fund-documents. Other information is available at paretoam.com/en/important-documents.

6.8%

6.7%

6.3%

5.6%

5.5%

4.9%

4.6%

4.5%

4.4%

4.4%

Yara International ASA

TGS ASA

Wilh. Wilhelmsen Holding ASA

Equinor ASA

Lerøy Seafood Group ASA

SpareBank 1 SMN

Veidekke ASA

SpareBank 1 SR-Bank ASA

SpareBank 1 Nord-Norge

Elkem ASA

-200 %
-100 %

0 %
100 %
200 %
300 %
400 %
500 %
600 %
700 %
800 %
900 %

1000 %
1100 %
1200 %

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Pareto Aksje Norge D Oslo Børs Mutual Fund Index

3.9%

-10.9%

44.5% 46.4%
54.1%

36.2%

7.4%

-51.2%

74.0%

28.7%

-23.0%

17.7% 15.8%
2.8%

-7.2%

28.0%
14.7%

2.0%
15.0%

2.6%

27.7%

2.4% 8.0%

2001* 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Pareto Aksje Norge D Oslo Børs Mutual Fund Index

Norwegian equity fund focused on sectors where 
Norwegian companies have global competitive 
advantages
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The portfolio ended up in April, well ahead of the market. Reports for the first quarter of the year have only just started to 
come in, to a somewhat mixed market reception.

The banks have recovered well after last month’s turbulence. Due to the weak Norwegian krone, we will probably see a 
few more interest rate hikes than previously thought. Our banks will then record a further increase in their net interest 
income. Sparebanken Møre was the first bank to report its first quarter results, and here there was little drama, just the 
way we like it. Increased net interest income, as expected, and somewhat higher loss provisions, as expected. Lending 
growth was exceptionally strong, albeit partly due to “lucky” timing. This will probably normalise throughout the year.

On the last trading day of the month, three of our commodity companies presented their first quarter figures. We can 
probably conclude that the market response was somewhat mixed. Our largest position, Yara International, disappointed 
against market expectations. Compared to the same quarter last year (a historically strong quarter), market prices fell 
significantly, which affected both sales volumes and margins. In addition, they took an inventory write-down of $190 
million.

But this is only one quarter, and the company is already outlining a strong nitrate market in Europe going into the second 
quarter. We invest with a significantly longer horizon than a quarter or two, and we are more than comfortable owning 
Yara through such short-term turbulence. We invest for exposure in the long-term value creation through competitive 
advantage in a socially critical industry. Whether or not the quarterly figures come in slightly behind or ahead of 
expectations during the journey, is not essential.

One of our other raw materials companies, Elkem, reported very good figures for the quarter, significantly above 
expectations. The carbon segment in particular benefitted from increasingly strong price realisation combined with cost 
reductions. The company says it has tested the price elasticity in this segment, and it is clear that customers are not price
sensitive. While market prices fluctuate in the other segments, the profitability in the carbon part of the business thus 
appears to have changed structurally in a positive way. We might like that.

Furthermore, they communicate a somewhat muted silicone market in China. There is currently overcapacity, while the 
price of the raw material silicon is high. Despite this, Elkem manages to earn NOK 1.50 per share in the quarter. 
Annualised, this is around a fifth of the market value adjusted for the upcoming dividend. This illustrates the attractiveness 
of having a natural hedge through silicon production in Norway and a very profitable carbon segment.

There have also been some movements in the oil market. Both of our oil service stocks provided market updates during 
the month. TGS, as is their wont, published income figures for the first quarter at the beginning of the month. There were 
relatively high expectations in advance, especially after healthy market data from the Gulf of Mexico showed high demand 
in the license round. But TGS came in somewhat weaker than expected, with late sales in particular disappointing. On the 
other hand, the company reported strong demand and good order intake. In fact, contracts worth a whopping $250 million 
were signed in the quarter. This indicates a growing appetite for seismic.

Subsea 7 released a fine quarterly report. As with TGS, the order intake was particularly impressive. New contracts 
corresponding to 1.5 times the quarter’s revenues have got to be satisfactory. The company also reiterated its positive 
outlook and a normalised margin of 15-20 per cent in the coming years, up from nine per cent in the first quarter. With 
today’s tight subsea market and Subsea 7’s improved contract coverage, this is probably well within reach.

The portfolio can be purchased at 7.6 times the current year’s expected earnings. This implies a current earnings yield of 
just over 13 per cent. Compared to the ten-year government bond yield of around 3.2 per cent, this indicates a risk 
premium of almost 10 percentage points. Combined with a free cash flow return of over 14 per cent, as well as a dividend 
yield this year of a solid 6.7 per cent, we believe the portfolio can be bought with a high margin of safety.

Portfolio management team: Einar Løvoll, Besim Zekiri and Eirik Osberg Andresen (analyst)
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