Nordic High Yield Abs
Investment Basket Monthly Review 29.12.2017

Investment Basket Facts

Investment Strategy

Name

Mandatum Life Nordic High Yield Abs

Inception Date

28.1.2013

Investment Manager

Mandatum Life

Management Fee p.a.

1.0%

Carbon Footprint

2017: 286.0 tCO2 per invested €1 million
2016: 114.9 tCO2 per invested €1 million

The Mandatum Life Nordic High Yield Abs investment basket offers the opportunity to invest diversely in Nordic fixed income instruments with a good return potential at a moderate risk level. The investment basket invests in bonds of Nordic companies, which
have no credit rating or which are rated as high yield, i.e. credit rating not higher than BB+ (Standard and Poor’s).
The objective of the investment basket’s investment activities is to achieve, through active portfolio management, a longterm yield on the investment basket’s assets that outperforms the typical return on conventional fixed income instruments. The
interest rate risk of the portfolio is actively managed. The foreign exchange risk is hedged according to the portfolio manager’s view
at any given time.
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Investment Basket Allocation

Top Holdings
6,44 %

DSV Miljoe AS, FRN, Call
10.05.2019, Mat. 10.05.2021, EUR

4,23 %

5,72 %

Cash/ Money Market

3,74 %

5,66 %
5,30 %
4,77 %

Axzon A/S, FRN, Call 30.06.2019,
Mat. 26.05.2021, EUR
VV Holding AS, FRN, Call
10.07.2016, Maturity 10.07.2019,
NOK
Teekay Offshore Partners LP, FRN,
30.01.2019, NOK

The flow of new issues dried up quickly at the start of December and also in the secondary market trading volumes were low. For
new issues, the past year was the briskest of all time, at least in Norway and in Europe at large. We made only slight changes to
the portfolio’s contents in December. Nor Offshore announced the sale of one subsea vessel and a three-year contract for another
vessel, which enabled the repayment of a super senior loan toward the end of December and the partial repayment of an old loan
in January. One of the investment basket’s largest investments VV Holding, i.e. Norway’s largest recycling company Norsk Gjenvinning, is moving to a new private capital investor and its bonds will most likely be redeemed during late winter/early spring. The past
year has featured numerous M&As around the world and this has also impacted the Nordic market throughout the year.
The continuation of the oil price surge has already materialised as an improvement in activity, although the winter will
prove to be challenging to many oil service companies. The price of Brent oil rose at year-end to more than 65 dollars due to strong
demand and the continuation of OPEC’s production cuts. Over the past six months, the price has risen by as much as 40% and the
prerequisites for a further increase exist, which would of course provide the sector with some relief. One of the hot topics at the end
of the year was the development of the real estate market, for example in Sweden, where the market has been flooded with real
estate company bonds over the past few years. Around half of Sweden’s high yield market consists of real estate sector issuers, so
this has understandably caused investors to sit up and take notice. Real estate companies’ bonds make up only approximately
3.5% of ML Nordic High Yield and more than half of this will mature during 2018. The slight growth in credit risk premiums on the
Nordic market over the last two months of 2017 consumed some of the excellent return for the year, but on the other hand offers a
good foundation for 2018. The running yield on the investment basket is around 5.5% at the start of the new year (after deduction of
expenses). The portfolio’s foreign exchange risks at year-end were mostly hedged, but just over a quarter of the Norwegian-kronedenominated investments are unhedged.

3,33 %

European Directories BondCo SCA,
FRN, Maturity, 09.12.2018, EUR
West Atlantic AB, 7%, Call
21.12.2017, Maturity 21.12.2019, SEK
Lebara, FRN, Call 07.09.2020, Mat.
07.09.2022, EUR

3,05 %

Bluewater Holding BV, 10%,
10.12.2019, USD

2,78 %

Beerenberg Holdco II AS, FRN,
Maturity 24.2.2021, NOK

48,3%
18,5%
11,2%
8,70%
4,50%
2,20%
1,50%
1,50%
1,40%
1,10%
0,30%

Sector Allocation

Industrials
Energy
Consumer Discretionary
Information Technology
Materials
Financials
Telecommunication Services
Real Estate Companies
Utilities
Consumer Staples
Health Care

*Based on assessments for each company’s creditworthiness
29,8% Other
27,1% Norway
20,1% Denmark
13,6% Sweden
9,40% Finland

Geographic Allocation

10,0% Class 1
41,0% Class 2
23,0% Class 3
18,0% Class 4
3,00% Class 5
4,10% CD's and deposits

Allocation by credit rating*

This investment basket review does not constitute a recommendation to subscribe for or redeem units in the investment basket. In compiling the investment basket review,
every attempt has been made to ensure that the information contained in it is correct. However, Mandatum Life is not accountable for the correctness of the information.
The investment basket’s past performance is no guarantee of future returns. The value of investments may increase or decrease and investors risk losing the assets they
originally invested.
Mandatum Life Insurance Company Limited. Postal address: PO Box 627, 00101 Helsinki. Registered office and address Bulevardi 56, 00120 Helsinki, Finland. Business ID
0641130-2. www.mandatumlife.fi

