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2010. Greece debt crisis




2011. US loses AAA credit-rating
N1

S&P downgrades U.S. debt

edit rating agency Standard & Poor's says it has downgraded the United States' credit
rating for the first time in the history of the ratings.

The credit rating agency says that it is cutting the country's top AAA rating by one notch to
AA-plus. The credit agency said late Friday that it is making the move because the deficit
reduction plan passed by Congress on Tuesday did not go far enough to stabilize the Source: CBS News
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2012. Eurozone breakup crisis
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* €6 Within our mandate,
the ECB is ready to do
whatever it takes to
preserve the euro.
And believe me, it will
be enough.”

July 2012

Mario Draghi
President of the ECB
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2013. The Fragile Five
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Forget the BRICS: what's really concerning investors now are the “Fragile
Five”. The spectre of “global contagion” from Brazil, Indonesia, India, Turkey
and South Africa is looming, Alan Ruskin, global macro strategist at Deutsche

Bank has warned. SOUTH AF m CA Sours
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2014. Oil price collapse




2015. China stock market crash
I;Iow the Chinﬁ_a Stock Market Crashed 40% in 15 Days
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2018. Nasdagq falls 20% in Q4

BUSINESS NEWS DECEMBER 2 18 21 P YEA&

Nasdaq in i bear market first of the three
major U.S. indexes

Caroline Valetkevitch

4 MIN READ Yy f
NEW YORK (Reuters) - The Nasdaq Composite Index .IXIC confirmed on Friday it is

in a bear market for the first time since 2008, underscoring fears that the longest bull

run in history for U.S. stocks could soon be over.
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The Washington Post

Democracy Dies in Darkness

Stocks losses deepen as a key recession warning
surfaces

Dow falls more than 800 points amidst recession fear

By Damian Paletta, Thomas Heath and Taylor Telford

Source: washingtonpost.com



Global equities 10-yr total return
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Opportunity for active investors

1. Intangible assets
2. Index mis-classifications

3. ESG transitions

Areas where active managers can thrive among passive competitors




Passive larger than active (US)

US Equity Fund Assets: % in Active vs. Passive*

100 % . , "
US active equity funds AUM = 4.34 trillion

J5 0, (49.3%)

50 %

25 9, (50_.7<>/9)’

US passive equity funds AUM = 446tr|IITon

0 %
1999 2001 2005 2007 2009 2011 2013 2015 2017 2019

m Passive ®mActive

* SKAGEN best estimate from Morningstar graphs Source: Morningstar as at 31 Oct 2019, SKAGEN
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Intangible Assets



Traditional multiples obsolete?

COMPONENTS of S&P 500 MARKET VALUE

100%
83% 68% 32% 20% 13%

80%

60%

40%

1. Intangible assets becoming
main source of value creation
(“B” in P/B less relevant)

2. Capex going digital, not
physical (“E” in P/E V)

3. Market efficiency to

identify

broken business models

rapidly accelerating

Tomorrow's value investing will likely require more dynamic thinking

Source: Ocean Tomo, muawia.com, networkworld.com




Intangibles to shape the 2020s

Network
effects

Intangible
Assets




The rise of intangible assets

Investment in Intangible Assets vs. Tangible Assets
(US private sector investments by type relative to gross value added)

16%
14%
12%
10%
8%
6%

4%
1977 1982 1987 1992 1997 2002 2007 2012 2017

emmangible investment rate = esmmIntangible investment rate

Source: Carol Corrado, Charles Hulten, and Daniel Sichel, Lev & Gu (2016), Man Institute, SKAGEN



Accounting not reflecting reality

Google
Total R&D spend over 10 years: $99 bn
Intangible assets on B/S: $1.5 bn*

@ﬂﬂfﬂvs

Total R&D spend over 20 years: $60+ bn
Intangible assets on B/S: $3 bn*
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Edwards
Total R&D spend over 10 years: $3.5 bn

Intangible assets on B/S: $1.5 bn*
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Annual spend on brand building: €7 bn

i

Unilloes

Intangible assets on B/S: €7 bn*

* = ex-goodwill for FY2018 or most recently completed accounting period

Source: Bloomberg, company 10k,




Case study: NIKE

), //

Market cap: ~$130 billion
Forward P/B: 12.8x

(2019 H1)




10 largest global public firms’
ENTHE EETHE EEETES

_ I=RE 1. B Microsoft 1. ExxonMobil 1. 1.
2. ExgonMobil 2. @B 2. @ 2 =- Microsoft 2.
3. (5¢) g, ouganlloc 3. E® Microsoft 3. amazon 3.
4 s . O 4. @)'cserss 4. Google 4.
5. &% sisolMyerssquty | 5. (inteD 5. L 5. & 5. ?
6. Walmart 6. Walmart 6. Walmart B g 6.
7. €3 MERCK 7. & 7. HSBC < 7. £2Mibavacon 7
8. (eetity. 8. NOKIA 8. & 8. Tenceni & 8.
9, (BP) 9, (BP) 9. BHP 9. JPMorgan 9.
10. P5G 10. ExconMobil 10. & 2E 10. visa 10.

* Measured by market cap (USD) in MSCI AC World as per November each calendar year
** S&P 500 Source: Bloomberg



This trend looks set to continue

Distribution of R&D Spend by Sector in the US

(1980-2015)
100 % Telecom

0
80 % Information Technology

60 %

40 % Healthcare

Consumer Staples
20 % Consumer Discretionary

0 % _Ma‘e”a's
0

Energy
1980 1985 1990 1995 2000 2005 2010 2015
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Index mis-classifications
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S&P 500 index: then vs. now

1957 1976 2001 2016 2019




S&P 500 index: then vs. now
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S&P 500 index: then vs. now

1957

(% index weight)

Industrials 85

Utilities 10

Rails | 5

Source: Siegel “The Long Term Returns on the Original S&P 500 Firms,” (with Jeremy Schwartz), Financial Analysts Journal, v. 61 (1), January/February 2006. pp. 18-31, WSJ (September 2016), Bloomberg, SKAGEN
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Case study

Sector Distribution (%)
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Industrials
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mMSCI AC World (Index
( ) Source: SKAGEN as of 30 Sep 2019



Case study

Sector Distribution (%)

Energy

;% Nasdaq

Materials Ice
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Risk management/ |
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Information Technology
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1 SKAGEN Global ®=MSCI AC World (Index)
Source: SKAGEN as of 30 Sep 2019
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ESG Transitions

(ESG = Environmental, Social and Governance)



Themes can be deceptive

10-Year Total Shareholder Return by Index Type ($)
150% (2010 - 2019) +146%

100%

50%

0% - O L& ;
_— | ~35%

-100%

-150%
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

e |\/1V/|S Global Coal (TR Net) Index e S &P Global Clean Energy Index e==\|SC| AC World

Source: Bloomberg, SKAGEN
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A pragmatic view of "transition™

SKAGEN Global's view on "ESG transition"

Company Society Technology

3-pillar strategy for identifying ESG transition stories




We look for rare combinations

Valuation
(reasonable)

Business model &

Fundamentals
(cash-generative)

ESG Transition
(tangible impact)

"Lollapalooza effect"
(outcome far bigger than sum of the parts)

Sourc Global



Veslas

Share price
(DKK) (USD)
800 350
700 i b 300 -
600 1
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200
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150 0
300 ~ 8,000% total return
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(trough-to-peak)
0 | ooSmTnToTonoomonoons 0 P Y

2010 2012 2014 2016 2018 2020 2006 2008 2010 2012 2014 2016 2018

Source: Bloomberg
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Why we remain long-term optimists




Valuation looks reasonable

o MSCI AC World Free Cash Flow Yield
(%) (1995-2019)

18 17.1% QALUEHEIRETEIE o T-E 1
16
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8 R
6 3
2
0 Pre-financial crisis JxIL/A

1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019

*1995-2019 median value
Source: Bloomberg, SKAGEN
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We prefer the FCFY metric

Price, =

FCF, = distributable cash flow

return = r=re|ﬁ@¢30y0@'rd + owth in FCF

g = expected constant gro rate in FCF

Note: Formula assumes constant growth in free cash flow and no change in absolute FCF yield over the time period



Range of annualized returns .......

SKAGEN Global's medium-term view

FCF yield + growthin FCF = return

Note: Formula assumes constant growth in free cash flow and no change in absolute FCF yield over the time period | Fgures are approximate based on MSCI AC World data in Bloomberg between 1995-2019 unless otherwise noted |  Figures for illustrative purpose only, not investment advice



“In my opinion, all previous
advances in the various lines of
invention will appear totally
insignificant when compared with
those which the present century
will witness. | almost wish that |
might live my life over again to see
the wonders which are at the
threshold”

— Charles H. Duell,
Commissioner of the US Patent Office 1898-1901




Th on Indlng 50 years ago ('569)




Digitization
Gene therapy
Robotics
Renewables
Artificial intelligence

Blockchain



The power of compounding
$1 000 000 S&P 500 @

$100 000
Dot-com Financial

~ Bubble Crisis
Black
Monday

$10 000

$1000 Energy
Crisis
$10 Great World War Il
Depression
$1
1928 1940 1953 1966 1979 1992 2005 2018

Nominal value of $100 invested in 1928 in S&P 500 turned into $382,850 by 2018*

* Historical data on S&P 500, including treatment of dividends, may differ by data provider for time series dating back to 1928. Dividends included in the graph above. Source: NYU Stern School of Business



Thank you

The Norwegian fund management company SKAGEN Funds (SKAGEN AS) is part of the Storebrand Group. Storebrand Asset Management AS acquired
SKAGEN AS in 2017, and owns 100% of the company. Storebrand Asset Management AS is 100% owned by Storebrand ASA.

SKAGEN seeks to the best of its ability to ensure that all information given in this presentation is correct, however, makes reservations regarding possible
errors and omissions. Statements in the presentation reflect the portfolio managers’ view at a given time, and this viewpoint may be changed without notice.
This presentation should not be perceived as an offer or recommendation to buy or sell financial instruments. SKAGEN AS does not assume responsibility for
direct or indirect loss or expenses incurred through the use or understanding of this presentation. Employees of SKAGEN AS may be owners of securities
issued by companies that are either referred to in this article or are part of a fund's portfolio.

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 management fees. The return may become negative as a result of negative price developments. You can find more detailed information in the funds’
Key Investor Information Documents (KIID) and prospectuses on www.skagenfunds.com.
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