
Pareto Global I

Report date: 28 April 2023
Fund: Pareto Global Category: equity fund Unit class I
Inception date: 12 August 2005 Legal structure: UCITS NAV as at 28. apr 2023: 2 406.45 Minimum investment: NOK 100 000 000

AUM: NOK 4.5 billion Domicile: Norway NAV currency: NOK ISIN: NO0010740624

Benchmark: MSCI World, dividend adjusted Dealing days: all Norwegian business days Launch date: 13 July 2015 Bloomberg ticker: PAAKTGI NO

Risk score from 1 (low) to 7 (high): 5

Top ten holdings, sector allocation and geographical distribution

Microsoft
Boston Scientific
Nestlé
Otis Worldwide
Visa
Alphabet
Centene
Prudential
Oracle
Elevance Health

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

Information ratio Last 12 months
Beta Three years (annualised)

Five years (annualised)
Ten years (annualised)
Since inception* (annualised)

Performance history*

Annual returns*

7.3%
5.5%
5.2%
5.0%
4.9%
4.7%

Key figures since inception*

4.7%
4.2%
4.1%
3.9%

Performance by periods

Fund Index Fund Index Fund Index

Risk figures since inception*

18.9%
441 % 376 % 14.4% 12.1% 5.5% 3.8%
11.6 % 10.7 % 6.1% n.a. 18.9%

0.2 n.a. 27.1% 18.3%
1.1 n.a. 18.2% 14.8%
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*Reporting start date: 31.12.2007. Simulated returns from 31.12.2007–01.11.2012 are based on historical returns for unit class D (inception date 22.11.2006), adjusted for management fees for unit
class B. 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.

Investment criteria:
 High returns on equity
 Strong balance sheets 
 Stable earnings power

Global equity fund that invests in companies 
with a solid market position and stable 
strong earnings ability.

IT 23%
Health care 20%
Financials 17%
Consumer discretionary 14%
Industrials 9%
Consumer Staples 8%
Communication Services 5%
Cash 2%
Materials 1%

USA 69%

UK 8%

France 7%

Switzerland 5%

Germany 5%

Nordics 4%

Spain 3%
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Monthly commentary - April 2023
By Andreas Sørbye and Andreas Kamvissis

In April, Pareto Global had a strong performance in both absolute and relative terms. Increased interest rates 
have slowed down the economy, but far less than feared. The companies are still benefitting from the order 
books being filled up during the pandemic, which has kept unemployment low. Supply chains and access to raw 
materials are almost back to normal. Against this backdrop, the stock market has shaken off the rise in interest 
rates.

At the end of the month, three quarters of the portfolio have reported for the first quarter. Our portfolio 
companies have again proven that they can raise prices in line with higher costs, protecting margins. They 
manage to maintain growth despite a weaker macro picture, in other words secular growth, of which SAP is an 
example. The main contributors this month were Microsoft, Prudential, Nestlé and Centene, while Keysight was 
the only stock to decline.

SAP develops IT systems for business management, often called ERP – "Enterprise Resource Planning". Such 
systems usually cover the entire company, such as customer orders, production planning, inventory 
management, work lists and accounting. The larger part of a company that uses the system, the better the 
operation can be optimised. Implementation of ERP is very extensive. It often takes years to get it incorporated 
into the organisation. Once the system is in place, customers have proven to be very loyal. It is said that SAP has 
never lost an important customer.

SAP has worked over several years to simplify the implementation. Among other things, they have created 
industry-specific standard solutions. However, each SAP implementation will be completely unique, which 
makes offering SAP as a cloud-based service complex.

In 2020, SAP’s newly appointed CEO Christian Klein made a tough choice. He reset the previously communicated 
medium-term earnings targets to spend the next few years developing a full-fledged cloud-based version of 
SAP. In the first phase, development costs are charged to the accounts. In the next phase, when customers are 
moved to the cloud, revenues will be temporarily lower. Unlike the sale of software licenses, which generate 
revenue immediately, cloud-based services are billed as rent. During this transition phase, income will be 
lower.

Over time, the advantage of moving customers over to a cloud-based solution is significant. SAP expects that 
the revenue from a cloud customer will be 2.5 times that of a corresponding license customer. While this 
sounds like a bad deal for the customer, it isn’t necessarily so. The customer does not have to invest in their 
own servers, has the flexibility to scale up and will receive ongoing updates. The income from a license model is 
more volatile, as it typically gets a boost when new versions are launched. In a cloud-based model, the income 
is fixed and independent of upgrades.

The transition to a cloud-based business model creates shareholder value. SAP is a complex company, and the 
transformation has not been as easy to observe as at Microsoft or Adobe. Therefore, the stock market has been 
more hesitant. 
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Their latest quarterly report was a new data point for the status of the transformation. We see increasingly 
clearly that earnings are now past the lowest point. Revenues from SAP S/4 HANA, as the ERP cloud is called, 
increased by 77 per cent over last year, and order intake increased by 78 per cent. This was strong growth in a 
quarter where growth at other cloud companies was more measured due to tighter customer IT budgets.

Until now, SAP’s cloud growth has mainly come from new customers. Under the slogan “RISE with SAP”, 
existing ERP customers will be moved. SAP will stop updating ERP outside the cloud in 2027, which means 
customers will no longer have a choice. The decline in license income of 13 per cent in the quarter compared to 
last year shows that the move is underway. The fact that a cloud customer brings in 2.5 times as much revenue 
as a license customer indicates that SAP growth is certain going forward, almost regardless of the development 
in the economy. This was also emphasised by CEO Christian Klein at the last investor meeting: “I am very 
confident of double-digit revenue growth from 2024 onwards.”

Much indicates that SAP shareholders are entering an exciting time.

Portfolio management team: Andreas Sørbye and Andreas Kamvissis


