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Heightened macro and geopolitical concerns

The third quarter was a disappointing one for SKAGEN Kon-Tiki as
heightened macro and geopolitical concerns weighed on global equities
and emerging markets in particular. The most important change in
investor perceptions was brought about by the significant reversal in US
interest rate expectations since the start of the year. As the negative
effects of the slowdown in global trade on the back of souring US-China
relations have become increasingly tangible, the US Federal Reserve
countered with two rate cuts over the summer months. While supportive
in isolation, the first rate cuts in 11 years suggest that the post financial
crisis economic expansion may have run out of steam, at least
temporarily. We also saw broad-based monetary policy responses across
emerging markets with India also announcing a well-received corporate
tax cut.

A more cautious economic backdrop is particularly pronounced in export-
sensitive economies such as Germany, which reported a material drop in
manufacturing and export activity. The spillover to emerging markets has
been significant, with investors again seeking safe(r) havens, which has
weighed on cyclical industries in particular.

This has also affected SKAGEN Kon-Tiki, which lagged the benchmark
index by more than 4% during the quarter. The most significant negative
contributors were our holdings in the energy and commodities sectors
where falling commodity prices and generally higher levels of financial
gearing weighed on equity returns. At company level, we suffered a
significant drawdown in Canada-listed Turquoise Hill Resources whose
Mongolian copper mine expansion at Oyu Tolgoi in Mongolia has run into
delays and cost overruns. While the company has sufficient liquidity to
continue the expansion until 2021, our recent site visit confirmed that
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We received another Naspers spin-off in the form of Amsterdam-listed
Prosus, which is an investment vehicle containing Naspers’ non-African
assets. The realisation of the value in Nasper’s constituent parts has been
a core part of our investment thesis and one that continues to play out. We
also added Royal Dutch Shell, which we believe offers a highly attractive
and predictable risk/reward proposition, to the portfolio. With
approximately 60% of upstream assets in emerging markets and a growing
Asian gas exposure, Shell is a good example of attractive and discounted
emerging markets exposure through developed markets listings, which is
a core part of our investment universe. We are attracted by the strict capital
allocation discipline of the company, its focus on managing the energy
transition and the stock’s defensive characteristics from a strong balance
sheet and sustainable 6% dividend yield.

additional financing and local political support will be required to complete
the project. While Borr Drilling secured additional financing at the end of
Q2, a weaker oil price and lack of new contract wins at higher day rates
have put the timing of a drill market recovery into question. Despite the
corporate tax rate cut, State Bank of India was weak as asset quality
concerns resurfaced during the period.

We have, however, seen tentative signs of stabilisation and recovery in
the memory market, which drove our largest holding Samsung Electronics
higher during the period. With Q2 earnings likely having marked a bottom,
we expect investor focus to turn towards the company’s strong
competitive position and potential for accelerating shareholder returns in
2020/21. We also enjoyed strong returns from company-specific events
in some of our Brazilian holdings. Rail operator Rumo continued to deliver
solid operating results and may be a potential beneficiary of a US-China
trade war. Holding company Cosan performed strongly on the back of the
simplification of its structure and a tender offer to buy back some of its
shares, in which we participated. Marfrig rose strongly as it called off its
unfavourable merger plans with BRF and announced a plant-based
protein joint venture with Archer-Daniels. We eventually exited the
position as the shares went beyond our target price.

Portfolio activity

In addition to Marfrig, we also exited our positions in CCU and the recent
Naspers spin-off Multi-Choice Group as they reached our target prices.
We also sold our recently initiated holdings in pulp producer Suzano and
hotel operator Shangri-La as our initial investment theses proved more
challenging than previously assumed. This was due to greater cyclical
concerns and a re-assessment of the companies’ ability to manage these.
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Outlook

In aggregate, the SKAGEN Kon-Tiki portfolio remains attractively valued
and true to the team’s value-based investment philosophy. As of
September 2019, the portfolio consists of 47 companies trading on 10x
2019 P/E and 1x P/B. This compares with the MSCI EM index on 13x and
1.5x respectively. As a result, we see material upside to our portfolio,
which we expect to be crystallised over the next 18-24 months.
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SKAGEN Kon-Tiki investerer i en aktivt forvaltet og
diversifisert portefglje av undervurderte selskaper
hovedsakelig i vekstmarkedene.

Malet er & gi andelseierne best mulig risikojustert avkastning
over tid.

Fondet passer for investorer som har minst fem ars

investeringshorisont.
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Bidragsytere i kvartalet

Uﬁ] Starste positive bidragsytere []@ Starste negative bidragsytere

Navn Vekt (%) Bidrag (%) Navn Vekt (%) Bidrag (%)
Samsung Electronics Co 8,62 0,60 Turquoise Hill Resources 0,64 -0,74
Cosan Ltd 1,68 0,29 State Bank of India 2,73 -0,69
Dragon Capital - Vietnam Enterprise 1,51 0,27 Borr Drilling Ltd 1,22 -0,67
Atlantic Sapphire AS 2,96 0,26 LG Electronics Inc 3,21 -0,54

X5 Retail Group NV 2,72 0,24 Golar LNG Ltd 1,73 -0,53

| NOK for alle andelsklasser
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10 stgrste investeringer

Navn Sektor Land %
Samsung Electronics Co Ltd Information Technology Korea, Republic Of 8,7
Ping An Insurance Group Co of China Ltd Financials China 6,1
Hyundai Motor Co Consumer Discretionary Korea, Republic Of 4,6
Bank Of China Ltd Financials China 3,9
LG Electronics Inc Consumer Discretionary Korea, Republic Of 3,3
China Unicom Hong Kong Ltd Communication Services China 3,1
Naspers Ltd Consumer Discretionary South Africa 3,1
Atlantic Sapphire AS Consumer Staples Norway 3,0
X5 Retail Group NV Consumer Staples Russian Federation 2,8
Euronav NV Energy Belgium 2,7
Samlet vekting 41,2

Landeksponering (topp 5) Bransjefordeling (topp 5)

Korea, Republic Of Financials

China Consumer Discretionary
India Information Technology
Russian Federation

Energy

Brazil Industrials

M SKAGEN Kon-TikiA  m MSCI EM NR USD M SKAGEN Kon-TikiA  m MSCI EM NR USD

Kontakt

+47 51 80 39 00 kundeservice@skagenfondene.no SKAGEN AS, Postboks 160, 4001
Stavanger

Viktig informasjon

All informasjon er basert pa mest oppdaterte tall tilgjengelig. Med mindre noe annet er opplyst, vil avkastningsdata vaere relatert til andelsklasse A og
vises etter fradrag for honorarer. Forvaltningskapital per utgangen av forrige maned. All informasjon er fremstilt av SKAGEN AS (SKAGEN) med mindre
noe annet er opplyst. Alle SKAGENs aksje- og obligasjonsfond har dansk risikomerking gul. Historisk avkastning er ingen garanti for fremtidig
avkastning. Fremtidig avkastning vil blant annet avhenge av markedsutviklingen, forvalterens dyktighet, fondets risikoprofil og forvaltningshonorar.
Avkastningen kan bli negativ som falge av kurstap. Du kan laste ned mer informasjon fra vare nettsider eller var lokale representant, herunder tegnings-
og innlgsningsblanketter, fondsprospekter, ngkkelinformasjon (KIID), forretningsvilkar, arsrapporter og manedlige rapporter. Vurderinger er basert pa
portefgljeforvalternes syn pa et gitt tidspunkt og kan bli endret pa ethvert tidspunkt uten naermere varsel. Rapporten ma ikke oppfattes som en anbefaling
om & kjgpe eller selge finansielle instrumenter. SKAGEN fraskriver seg ethvert ansvar for direkte- og indirekte tap samt utgifter padratt i forbindelse
med bruk av eller forstaelsen av innholdet i rapporten. Ansatte i SKAGEN vil kunne eie finansielle instrumenter utstedt av selskaper som er omtalt i
rapporten eller som fondene har i sine portefgljer. Fondets referanseindeks er MSCI Emerging Markets, denne indeksen fantes ikke da fondet startet
opp. Fer 1/1/2004 var MSCI World AC referanseindeks. Dette gjenspeiles ikke i tabellen/grafen over som viser MSCI Emerging Markets siden fondets
start.
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