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The art of common sense



Key numbers as of 31 August 2016

EUR, net of fees

" lagust_ JoTD  viD_ liyeas _ |ayeas ___ lsyeas ___|Sinceinception®

SKAGEN Tellus 0,5% 0,6% 4,2% 4,7% 4,6% 5,5% 5,4%
JPM Broad GBI Unhedged * -0,4% -0,5% 7,3% 10,4% 8,7% 5,4% 5,4%
Excess return 0,9% 1,1% -3,1% -5,7% -4,1% 0,2% 0,0%

*Inception date: 29/09/2006
Benchmark index before 01/01/2013 was Barclay's Capital Global Treasury Index 3-5 years
Unless otherwise stated, all performance data in this report relates to class A units, measured in EUR and is net of fees.

2 SKAGEN



Accumulated returns since inception in EUR
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Accumulated returns year to date in EUR
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Top 5 best and worst contributors year to date

1,00 %

0,80 %

0,60 %
0,40 %
0,20 %
0,00 % .

-0,20 %
-0,40 %
Peru Croatia New Japan Greece Mexico usa Portugal Germany India
Zealand
‘ m Absolute return 0,79 % 0,65 % 0,64 % 0,56 % 0,44 % -0,24 % -0,11% -0,04 % 0,00 % 0,03 %

Contributing factors are interest coupons, bond price changes and currency fluctuations

As of 31 August 2016
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Top 5 best and worst contributors last 12 months
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| m Absolute return 1,00 % 0,79 % 0,77 % 0,73 % 0,63 % -1,02 % 0,27 % -0,02% 0,00 % 0,03 %
As of 31 August 2016



Portfolio as of 31 August 2016

Holding Percent Maturity Date Coupon
US Government usb 10800 8,030.06.2017 0,6
US Government usb 10000 7,530.11.2016 0,9
Croatia Government International Bond EUR 8300 7,430.05.2022 3,9
Norwegian Government NOK 80000 7,419.05.2017 4,3
Portugese Government EUR 7000 6,015.10.2025 2,9
Peruvian Government PEN 25000 6,012.08.2037 6,9
Canadian Government CAD 10000 5,701.11.2016 1,0
New Zealand Government NzZD 8000 5,417.04.2023 5,5
Spanish Government EUR 6000 5,330.04.2025 1,6
Chilean Government CLP 4410000 5,205.08.2020 5,5
Lithuanian Government usbD 5500 5,101.02.2022 6,6
UK Government GBP 5000 4,907.09.2017 1,0
UK Government GBP 5000 4,923.01.2017 1,8
Mexican Government MXN 120000 4,915.12.2016 7,3
Hellenic Republic Government EUR 9000 4,7 24.02.2035 3,0
Slovenia Government EUR 3500 4,130.03.2026 51
European Bank Recon & Dev INR 200000 2,319.03.2018 5,8
German Government EUR 2000 1,710.03.2017 0,0
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Interest rate risk exposure

GREECE 0,57

CANADA 0,01
MEXICO 0,01
EBRD* 0,03

NORWAY 0,05
BRITAIN 0,07

UNITED STATES o,os/\

PORTUGAL 0,46

CHILE 0,18

LITHUANIA 0,23
SPAIN 0,43

NEW ZEALAND 0,30

CROATIA 0,38
SLOVENIA 0,33

EBRD* : European Bank of Reconstruction & Development

As of 31 August 2016
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SOUTH AFRICA
SINGAPORE
SOUTH KOREA
SWEDEN
FINLAND
BELGIUM
ISRAEL
HUNGARY
HONG KONG
AUSTRIA
AUSTRALIA
CZECH
IRELAND
DENMARK
ITALY

POLAND
NETHERLANDS
FRANCE
COLOMBIA
JAPAN
GERMANY
CANADA
MEXICO
EBRD*
NORWAY
BRITAIN
UNITED STATES
CHILE
LITHUANIA
NEW ZEALAND
SLOVENIA
CROATIA
SPAIN
PORTUGAL
GREECE

PERU

As of 31 August 2016




Currency exposure

INR2,3 %

MXN 4,8 %
CAD 5,7 %_ .
PEN 6,0 %

NOK 9,4 %

USD 20,6 %

GBP 9,8 %

As of 31 August 2016
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Currency exposure relative to benchmark

40%

35% -

m SKAGEN Tellus = Benchmark

30% -

25% -

20% -

15% -

10% -

5% -

0%

EUR USD NOK CAD NZD CLP MXN PEN INR TRY SEK DKK GBP JPY COP BRL CNY AUD RUB PLN ZAR CZK HKD HUF ILS KRW CHN SGD CNH PHP

As of 31 July 2016

11 SKAGEN




Moody’s rating on Tellus’ portfolio relative to benchmark
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Why are government bond rates so low?

* It is widely known that government bond yields are 10-year government bond yields
currently very low, clustering around zero for maturities
up to 10 years.

* Yields have fallen significantly since the start of the great
recession. However, lower bond yields are not just a
recent phenomenon. Long-term interest rates have been
on a downward trend since the early 80s. The US
Treasury's 10-year bond, for example, which now yields
1.5%, yielded 15.8% when it peaked in September 1981.

Percent
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« Why is it that long-term interest rates have fallen so
much, and what lies in store for the coming years?

-_—

1995 2000 2005 2010 2015

Saadl Macrobond
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Embracing the “Brexit” opportunity

* Despite the June EU referendum it is still unclear if
and when the UK will leave the EU.

* It is also unclear what kind of international trade status
the UK will have after a potential exit from the EU, and
what the long-term economic and fiscal effects of an
exit will be. An exit is unlikely to happen before the end
of 2019.

* Markets are pricing in a significant risk that the UK will
exit and that the economic consequences of an exit
will be negative, not just in the short term but also in
the medium to long run.

* The contrarian bet, which is our bet, is that the UK
ends up staying in the EU, or that if the UK leaves, the ‘
economic and fiscal implications are more benign than : .

expected.

* How do we play this bet? By buying short-dated British
bonds on the anticipation of a stronger pound.
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The pound is likely to appreciate again

* The pound has depreciated 10 percent in real trade- The pound's value
weighted terms since the EU referendum and it is 125 125
down 15 percent since its recent high in 2015.

 The dip is probably due to higher economic and 120 120
political uncertainty, a downward adjustment of long-
term growth prospects and expectations of a more 115 115

easy monetary policy.

110

« Whether so-called easy money causes a weaker x 110 =
currency and higher inflation is highly debatable, to 2 §
say the least. The evidence from the UK since 2008 — 105 — 105
suggests otherwise.

. ) . . 100 100

* Indicators of economic activity since the EU T
referendum have mainly surprised on the upside. 95 95

* Our view is that the pound will rebound toward its long-
term trend. 90 — . . . . 90

2008 2010 2012 2014 2016
Source:
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The UK isn’t growing as fast as previously. The same is true of
other advanced economies

GDP
* As in most other advanced economies GDP has had 500 500
lower trend growth after the recession than before the
recession. 0.7% average
quarterly growth

« With the unemployment rate normalized it is unlikely
that there is much spare capacity in the economy.
Trend GDP growth is probably bogged down by low
efficiency growth and a slow capital accumulation.

e It is unclear what is behind this trend shift, and when
the trend might shift up again.

* Note that this is not just a UK phenomenon. The same
phenomenon is observed in the US, the Eurozone and
in most smaller advanced economies.

* While UK trend growth is lower than it used to be, it is

from Q1 1992 to
Q1 2008

0.5% average
quarterly growth
since Q2 2009

Billion 2005 GBP, logaritmic scale
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not lower than that of its peers. 250 . . . . ——250
1995 2000 2005 2010 2015
skl Macrohond
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Most indicators since the referendum have surprised on the
upside

Manufacturing PMI Services PMI
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For more information please see:

SKAGEN Tellus A on our web pages
SKAGEN’s Market report

Unless otherwise stated, all performance data in this report relates to class A units and is net of fees.

Historical returns are no guarantee for future returns. Future returns will depend, inter alia, on market developments,
the fund manager’s skill, the fund’s risk profile and subscription and management fees. The return may become
negative as a result of negative price developments.

SKAGEN 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 reflect the portfolio managers’ V|ewp0|nt
at a given time, and this viewpoint may be changed without notice.

The report should not be perceived as an offer or recommendation to buy or sell financial instruments. SKAGEN does
not assume responsibility for direct or indirect loss or expenses incurred through use or understanding of the report.

IE)onees of SKAGEN AS may be owners of securities issued by companies or governments that are either referred to
in this report or are part of the fund's portfolio.

The art of common sense SKAGEN


https://www.skagenfunds.com/Funds-and-prices/SKAGEN-Tellus/
https://www.skagenfunds.com/News-and-analysis/Reports/Market-Report/
https://www.skagenfunds.com/News-and-analysis/Reports/Market-Report/
https://www.skagenfunds.com/News-and-analysis/Reports/Market-Report/
https://www.skagenfunds.com/News-and-analysis/Reports/Market-Report/
https://www.skagenfunds.com/News-and-analysis/Perspectives/Torgeir-Hoien/Dates/2015/April/In-Plato/
https://www.skagenfunds.com/News-and-analysis/Perspectives/Torgeir-Hoien/Dates/2015/April/In-Plato/

