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Introduction
Economic Outlook 2022

Each year, we compile the investment outlooks for the coming year from our various internal and external
boutiques. We are pleased to share this 2022 collection of outlooks on each boutique’s respective asset
class with you. We thank you, valued client, for investing with Nordea and wish you a successful 2022.

Asset Management at Nordea

As an active investment manager, Nordea Asset Management manages asset classes across the full investment spectrum and aims to serve its clients in every market condition. Nordea’s success is based on
a sustainable and unique multi-boutique approach that combines the expertise of specialized internal
boutiques with exclusive external competences allowing us to deliver alpha in a stable way for the benefit
of our clients.

Internal boutiques

External boutiques

We have established segregated teams for
key asset classes, allowing each team to focus
on their primary activity: managing money.
This means retaining competence centres that
leave freedom to the investment managers. In
addition to our Nordic expertise, we have built
well-established track records over the years
in both equity and fixed income strategies
ranging from Credit and Covered bonds to
Global, European and Emerging Markets
equities as well as Multi-Assets Solutions.

Nordea External Partners team aims to meet
investor needs by selecting best-of-breed
asset managers who can generate alpha in
specific regions or asset classes. The rationale
is to concentrate on boutiques focused purely
on money management in the belief that fund
distribution distracts investment managers
from their primary objective: generating
exceptional investment performance.

There can be no warranty that an investment objective, targeted returns and results of an investment structure is achieved. The value of your investment can go up and down, and you could lose some or all of your invested
money.

Macro
Macro opinion by
Sebastien Galy, PhD,
Nordea’s senior macro strategist
An extended rally falling into dispersion and
opportunity

We can look at the macroeconomic outlook for 2022 either
through the prism of growth and inflation or in terms of
valuation, though both are interlinked. Growth and inflation
are not overly problematic. Inflation should stabilize by the end
of the year as supply chain disruptions abate, and the outlook
on growth is likely one of moderation in advanced economies
as the rush of fiscal and monetary measures ebbs. The real
concern is valuations. We expect a continued rally in a selected
number of assets that eventually reach a sudden end at the
close of 2022. Therein lies the opportunity – first in a continued
rally and then in the resulting dispersion in assets.

Core inflation is expected to fade faster than
expected, but energy prices should rise
The outlook for inflation is determined by the supply chain
constraints, extreme degrees of liquidity and energy prices.
During the pandemic, with many services unavailable, consumers
diverted towards manufactured goods. At first, sellers were
able to dip into their inventories to meet rising demand before
shortages began to pop up across much of the global supply
chain. Some production has already rebounded but others will
take months as investment is needed to increase capacity.
On the monetary side, both the ECB and Fed are behind
the curve, convinced that inflation is mostly a transitory
phenomenon and that their credibility is bulletproof. That can
lead to a cycle of rising prices leading to wage growth far above
productivity, which leads to higher inflation. It also determines
in part the strength of global demand at a time when the supply
of goods can’t keep up – in other words the global economy is
above the so-called output gap. Inflation in the US has reached
levels not seen since the 1990s and the Fed, and to a lesser extent
the ECB, are playing a dangerous game, paying little attention
to the experience of the past and of many emerging markets.
We expect these central banks to steadily and increasingly turn
more hawkish as they become more prudent. That should drive
a more rapid economic slowdown by the end of 2022.
As inflation abates more rapidly than expected in the second
half of 2022, OPEC+ will have a strong incentive to curtail oil
production to maximize its rent ahead of a greening economy.
As OPEC+ taxes growth as much as it can, the odds are that the
market will rapidly accelerate ESG investments and perceive a
lower for longer path of growth.

A continued rally
In such an environment, with liquidity moving through the
system, decent growth and central banks belatedly moving
to control inflation, we should see a continued rally in popular
styles such as Growth and Quality, but also the search for Credit
and eventually Duration. The realization of lower growth for
longer is likely to eventually be a hammer on the Growth and
part of the Quality style, especially as companies eventually
start to compete on prices to capture market share, encouraged
by ever rising regulatory pressures, something we’ll see more
likely at year end 2022.

What does it mean?
In an environment where liquidity steadily wins over fears of
rising inflation, we are faced with continued trends in North
American equities, Growth and the Quality style. But behind
this are vast forces steadily shifting as ESG solutions push to the
fore and winners and losers are ever more differentiated. That,
to us, suggests proper analysis of trends and sectors as well
as smart diversification across styles as is available in flexible
solutions.
By year end 2022, equity markets should go through the eye
of the needle, suggesting holding long-term US Treasuries as a
partial hedge. In this phase of strong dispersion, we should see
a large amounts of dislocation and, out of these, an enormous
opportunity set as some fundamental forces should quickly
come to the fore. This includes 1. Climate change and the
broader ESG necessity 2. The renewal of the old economy
through new companies and innovations as old sectors find it
difficult to adapt and some dominating companies come under
strong regulatory pressure 3. High Yield and financials are
likely to offer a great but very temporary opportunity to buy as
the market will rapidly focus on a world where fixed income is
more in demand.
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Asset Allocation
Nordea Multi Assets Team
Nordea 1 – Stable Return Fund
Nordea 1 – Flexible Fixed Income Fund
Nordea 1 – Alpha 15 MA Fund
• An optimistic view going into 2022, but investors also
need to prepare for an increasingly complex market
environment
• Equities should do relatively well and we see a much
brighter outlook here than for fixed income
• Diversification remains key, as investors need to be ready
for higher bouts of volatility

While we look into the new year 2022 with optimism, we also
acknowledge the potential for both economic and financial
transition. However, the form and pace of the financial and
economic transformation will also depend on a number of
factors. One of these factors is COVID-19: while the global
economy continued to heal from the pandemic throughout
2021, the recent developments around the Omicron variant
of the corona virus caused concerns in the market and were
a reminder that this topic cannot be completely dismissed as
of yet. Other examples of factors that could have an influence
on developments during the coming year include rising
inflation expectations, continued supply shortages and rising
political tensions between global economies, to name just a
few. Sovereign yield curves could be impacted by concerns
that inflation might not be as temporary as first expected and
central banks might have to hike earlier both in US and Europe.
Furthermore, the magnitude of that impact still remains to be
seen, considering that central banks have also been stating
that despite rising inflation pressure they are not willing to take
excessive risks within the economic recovery process.
In terms of volatility, this year has shown that there is always
room for surprises and we believe this will continue to be the
case in 2022. As mentioned above, we see several factors with
the potential to have a profound impact on investor confidence
in 2022 and given these rising uncertainties both on the
economic side and within the political arena, a more complex
market environment going forward should be expected.
While equity markets reached new highs in 2021 and valuations
have been debated and questioned by many investors, we
continue to have a positive stance on equities for the coming
year. This view is supported by fundamental factors such as
earnings growth and demand, in combination with a low yield
environment and negative real long bond yields.
From a style perspective, we favour high-quality companies
within the more stable and defensive parts of the equity market

and in particular also outside of the mega-cap market segment.
This is supported by attractive valuation levels on both an
absolute as well as on a relative basis, and we see plenty of
opportunities away from big tech that has been driving market
performance for quite some time already. We therefore continue
to have a high conviction in our Stable/Low Risk Equities since
their attractive valuation level paired with a more resilient and
stable earnings outlook gives room for future return potential
and makes a very attractive investment case in our view.
All in all, equities should therefore do relatively well and we see
a much brighter outlook compared to fixed income. Correlation
between risky assets is somewhat elevated but the general
risk appetite in the financial market is currently intact. Higher
correlations indicate that the market is momentum driven and
as long as the risk momentum stays positive our view supports
an overweight in equities vs. fixed income going forward.
Nevertheless, we also expect this to come with higher bouts
of volatility given the still-prevalent uncertainties in the market.
In addition, the Fed still plays an important role here. While the
global earnings cycle is on a continued path to recovery and
risky assets are well supported by ample fiscal and monetary
support, future Fed decisions on fiscal and monetary policy
will remain one of the main drivers of global equity markets’
performance and sentiment in 2022, especially during H1.
Within the fixed income space we retain our cautious stance
given the low yield environment. Markets have so far generally
subscribed to the view that higher inflation readings were
mainly transitory and largely due to the short-term issues in the
global supply chain – a view that was strongly guided by the
major central banks. However, with more stubborn increases in
global commodity prices and increasing signs of labour market
tightness and wage pressures, this assessment might again be
put to a test in the coming months and investor concern that
central banks are falling behind the curve may return. Overall,
we still see duration premia being at rather unattractive levels
and the diversification benefits investors could harvest in the
past from government bonds have been continuously fading.
Unlike government bonds, credit is less hampered by rising
inflation, as credit performance – just like equities – is often
positively correlated with inflation since inflation improves
corporate earnings and borrower’s ability to service debt.
Therefore, market concerns of tighter monetary policy have
not really had an adverse impact on credit so far. Credit
fundamentals remain healthy due to solid earnings and limited
corporate expenditures, which boost corporate liquidity and
company cash holdings. As a result, we are seeing very few
defaults at present, and according to expectations among
senior credit officers and rating agencies, defaults are likely
to remain subdued compared to historical levels for the next

Source: Nordea Investment Management AB. Date: December 2021. Unless otherwise stated all views expressed are proprietary to Nordea Investment Management AB.
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couple of years. With overall fixed income markets currently
showing little appetite for duration-sensitive government
bonds, corporate bonds become an interesting alternative, since
current tight spreads are counterbalanced by a low likelihood of
experiencing a default.
From a longer-term standpoint, it is key to highlight that
expected returns for the next decade will be significantly
different from what investors have seen over the course of the
previous one, and that the long-term forecasts for Emerging
Market Debt and Emerging Market Equities are extremely
uncertain and need to be taken with caution. We anticipate
shrinking expectations taking a toll across the traditional asset
class spectrum and this is especially true for fixed income,
where there are low and even negative expected returns for
the asset class going forward. In contrast, equities will still be
very much in the spotlight as the main source of returns for the
coming years. Here the question remains whether they will be
able to deliver those expected returns without any significant
increase in volatility or any sizeable correction.

Past 10-year returns vs. next 10-year
expected returns
16.0

We therefore want to stress the importance of having
proprietary alternative defensive strategies in the toolbox
that can help investors to fight that dilemma and achieve
diversification within their portfolios. One example is the use
of defensive currencies, selected on quality characteristics and
attractive valuation. During recent sell-offs, defensive currencies
have provided superior downside protection compared to many
traditional bond sources.
Going into 2022, investors must now focus more than ever
on diversification and find investment solutions that have the
ability to enhance risk-adjusted portfolio returns. In our view
this is about identifying a select number of truly uncorrelated
positions that are able to deliver diversification for investors in
different market conditions. Our proprietary strategies helped
us to navigate extremely rough seas by offering attractive
asymmetric behaviour and attractive risk-adjusted returns while
still maintaining a highly liquid portfolio profile. This is why
liquid alternatives can offer interesting investment opportunities
for investors to be prepared for an increasingly complex market
environment going forward. If wisely chosen, they can offer low
correlation to traditional asset classes by exploiting alternative
and diversified sources of returns.
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Source: Nordea Investment Management AB, on the basis of analyses carried out by the Multi Assets Team.
Period under consideration: 30.09.2011 – 30.09.2021. Past and expected returns are unhedged, in base currency
and from EUR based investor’s stance. The performance represented is historical; past performance is not a
reliable indicator of future results and investors may not recover the full amount invested. The value of your
investment can go up and down, and you could lose some or all of your invested money. Expected numbers
are only targets. There can be no warranty that an investment objective, targeted returns and results of an
investment structure is achieved.

Even though the world today is very different from what it
was before the pandemic, the dilemma for investors appears
eerily similar: with fixed income’s diversification potential being
significantly decreased, government bonds appear to offer little
cushion for comfort and there is a strong need for investors to
have other, alternative tools available to be able to diversify
equity beta risk within their portfolios. This has become more
pressing than ever, particularly as the traditional diversification
tools that investors have been used to in the past have not been
working anymore in recent equity market sell-offs.
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Nordic Equities
Nordea Nordic Equities / Swedish and
Finnish equity team
Nordea 1 – Nordic Equity Fund
Nordea 1 – Nordic Stars Equity Fund
• Strong sentiment going into 2022 will likely support high
valuations
• Continued outperformance for the region in 2021
• High level of IPOs increases investment opportunities
going forward

The stock market has recovered better than expected given the
exceptional circumstances occurred in 2020. Government stimuli
contributed to tame the uncertainty around the pandemic. The
business momentum resumed during 2021 and we are going
into 2022 with high valuations and positive sentiment.
During 2021 we have seen several events that negatively affected
the market sentiment. Most of them have been consequences
from the COVID-19 pandemic. As an example, supply chain
issues have been prevalent throughout the year especially
impacting semiconductors which in turn have led to significant
production hindrances not the least within the automotive
sector. These supply chain issues, coupled with shortages in
the labour market (especially in the US) to cope with demand,
exercised upward pressure on inflation. This together with the
surge in energy prices have resulted in mid-single digit CPI
inflation in most western countries. At the same time, there are
also additional circumstances that have emerged. For example,
one of the largest real estate companies in China recently
defaulted on its debt. By construction, Real Estate represents a
large part of the Chinese economy. The question now is around
how the state will intervene to correct this shock.

Within the Nordic Region we find country-specific peculiarities
with Denmark being more exposed to Healthcare, Norway
to commodities and Sweden and Finland to Industrials and
Financials, respectively. This contributes to a diversified industry
exposure for the region as a whole.
Most notably, during 2021, for the Nordics, the level of IPOs
remained high. In 2020 the number of Nordic IPOs made up
a total of 44% of the IPOs in Europe. Over the past 5 years,
Nordic IPOs have represented close to 50% of all European
IPOs. This clearly makes the region overrepresented regardless
if we measure the regions market capitalisation as percent of
the total European market and substantially overrepresented in
per capita terms. This is an indication of the risk willing capital
in the region helping companies to expand globally. For us, as
investors in the region, this is also a positive development, as
our investable universe increases both in terms of the unique
companies that participate in the market but also the diversity
of sectors and breath in market capitalisation. Our Nordic,
Finnish and Swedish equity boutique has a full range of ESG
products available to capitalise on the broader spectrum of
opportunities that the Nordic Region offers.

Nordic equities consistently outperform its
European peers
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In spite of these headwinds, the Nordic markets have developed
favourably. The MSCI Nordic Index continued to outperform
the MSCI Europe Index in 2021. This is no coincidence, as
we have seen the same trend during the 21st century. When
looking at total return of MSCI Nordic versus European MSCI
indices, the Nordic shows consistent outperformance over
both the three- and five-year periods. It is difficult to explain
the consistent outperformance other than with qualitative
factors, as it appears across industries. The Nordic universe
offers well-run companies, with quality business models, risk
willing capital and a strong corporate governance. A large part
of the Nordic universe is exposed to the global economy given
the company’s history of expanding internationally, offering
diversified end-markets with both global and local strongholds.
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Source: Nordea Investment Management AB. Date: December 2021. Unless otherwise stated all views expressed are proprietary to Nordea Investment Management AB.
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European Equities
Nordea European Equities/
Fundamental Equities Team
Nordea 1 – European Stars Equity Fund
Nordea 1 – European Small & Mid Cap Equity Fund
• Looking into 2022, we are cautiously optimistic about
the outlook for European equities. The economic
recovery is well underway with COVID-19 still weighing
on the overall sentiment
• European equites should be supported by key mega
trends in 2022, although supply chain bottlenecks,
component and labor shortages will fuel inflationary
pressures, forcing central banks to tighten monetary
policies faster than expected
• We believe that inflation is expected to persist, primarily
driven by demand shocks contributing to supplybottlenecks

2021 marks an inflection point for European equities in a global
context as European equities are now on par with relevant
global indexes (at the time of writing). This is in sharp contrast
to the last decade where European equities underperformed by
490bp on average a year and in 9 out of 11 years*.
We see reasons why European equities can sustain recent
good performance both in absolute terms and compared to
global equities. Firstly, European governments have increased
spending, preferring climate-related investments rather than
focusing on financial deleveraging, which will help fuel growth
of economies. Secondly, from a bottom-up perspective, we see
European equities well placed to benefit from this change,
as European companies offer many key solutions to address
climate change in line with pledges to reach net-zero targets.
From a top-down perspective, global indexes have also started
to change leadership and the best STOXX Europe 600 subindex in 2021 was Banks. From a factor perspective Value has
been one of the best factors in the Europe 600 Index – both
are clear signs of a change in the investment environment that
favor European equites which have several “value pockets”.

Looking into 2022, we are cautiously optimistic about the outlook
for European equities. The economic recovery is well underway
and set to continue into the new year, though COVID-19 is still
making the world somewhat uncertain. Furthermore, European
equities should be supported by the above mentioned mega
trends in 2022. However, we see many signs suggesting that the
current strong environment is creating supply chain bottlenecks,
component and labor shortages which, having an inflationary
nature, could force central banks to tighten monetary policies
faster than expected. In our view, if it materialises, this could
have negative effects on equity prices in 2022.
Many market participants see the current inflation as temporary,
but we believe that the inflation is more demand driven, with
COVID-19-driven bottlenecks playing a role too. In the chart
below, the US retail sales is shown versus the trend line since
2010. From the chart, it is evident that we currently see strong
underlying consumer demand for goods and we believe that
this “demand shock” is the main driver of supply bottlenecks.
It also means that unless the sales of goods fall back to the
trendline, many of the bottlenecks will remain in place until
supply catches up and is less temporary.

US trend sales versus trend line since 2010
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Source: Nordea Investment Management AB. Date: 31.10.2021.

* From beginning 2010 and measured as MSCI Europe NR (EUR) vs. MSCI World NR (EUR).
Source: Nordea Investment Management AB. Date: December 2021. Unless otherwise stated all views expressed are proprietary to Nordea Investment Management AB.
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North American Equities
Nordea North American Equities /
Fundamental Equities Team
Nordea 1 – North American Stars Equity Fund
• 2022 will likely post lower overall equity returns than
what investors have been used to during the last 3
years. On a macro level we are looking at withdrawals
of liquidity from central banks and more rate hikes to
come and this will most likely dampen the return profile
for equities. With that said, as the economic recovery is
steaming ahead and profit growth will be positive we
still see positive returns for US equities
• We are of the opinion that 2022 will be a “normalisation”
year in many aspects despite COVID-19 risks and
potential restrictions, as infections will be contained
and the economic recovery can continue its course.
Bottlenecks are therefore likely to ease as we move
along the year which imply lower levels of inflationary
pressures
• The political support for the green transition is as strong
as it has ever been and this wires our focus on ESG
and the pandemic has not caused any slow-down in
green spirits across the globe. We have exposures to
companies benefitting from the transition towards a
green economy both directly and indirectly and believe
this megatrend will support many of our holdings in
2022 and beyond

To sum up our base case view is that the US stock market continues its upward trajectory but with far lower returns than previous years, as risks are clearly rising and valuations are high at
the same time as monetary conditions are tightening. We would
like to highlight this with a chart of GS’s bull/bear market indicator as it has increased to 70%, just on the brink of the ‘danger
zone’. The high valuation is also now accompanied by strong
growth momentum with an elevated ISM which is a risky set up.
It is important to highlight that, while these levels do not tell us
that a bear market is imminent, they do imply higher risks of a
correction and more vulnerability to disappointments (growth
or interest rate driven). Typically, current index levels are consistent with low single-digit returns over 12 months with a maximum drawdown between -5% and -10%.
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Source: Shiller, Haver Analytica, Datastream, Goldman Sachs Global Invetment Research. Date: 10.12.2021

Even though one can argue that there are no easy years in the
stock market we saw 2021 particularly challenging to manoeuvre, as the tailwind of recovery from the pandemic set an overall
positive tone for risky assets, performance of various investment
strategies was often thrown off by new COVID-19 waves leading to market volatility, steepening/flattening of yield curves,
and style rotations. At the beginning of the year, cyclical assets
rallied in the aftermath of vaccine rollout and optimism that the
pandemic would be over by the summertime. Brief periods of
volatility driven by short squeezes in meme stocks and hedge
fund liquidation did not disrupt the recovery and reflation trade.
What we can say about 2022 is that we expect the year to start
with the outperformance of cyclical assets and value, recovery
of riskier and more volatile assets, and headwinds for defensive bond proxies and market segments that benefited from the
pandemic to some extent. Increases in bond yields, inflation and
re-opening should also set back parts of the market that benefited from extreme monetary accommodation and COVID-19,
and whose valuations are at unsustainable speculative levels –
such as bond proxies, low volatility strategies, electric vehicles,
certain semiconductor names, digital assets, lockdown beneficiaries.
Source: Nordea Investment Management AB. Date: December 2021. Unless otherwise stated all views expressed are proprietary to Nordea Investment Management AB.
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Emerging Markets Equities
Nordea Emerging Markets Equities /
Fundamental Equities Team
Nordea 1 – Emerging Stars Equity Fund
Nordea 1 – Asian Stars Equity Fund
• We remain confident that margin pressure, if any,
stemming from inflationary pressures should be shortlived for our holdings
• Whilst inflationary pressure will force central banks
tightening monetary policies, we see China remaining
dovish in 2022 which, together with easing power
shortages among others, should support an increase in
the growth differential
• In India structural reforms implemented by the
government could now turn into tailwinds, boost
business confidence and capital expenditures
• A series of rate hikes happening rather suddenly
triggered downwards revisions for GDP growth
expectations in Brazil and has added to the negative
sentiment feeding on political and fiscal uncertainties,
as well as on tepid private consumption
• In Russia, oil and natural gas prices are to remain
high for 2022 on the back of many years of global
underinvestment, which has been boosted even further
as ESG put pressures on industries majors

Inflation has reached high levels in many parts of the world and
forced Central Banks around the world to raise rates. While there
is an ongoing debate on whether this high inflation will persist
or is transitory, the market is currently expecting high inflation
to be somewhat transitory which would remain manageable for
Emerging Markets. In times when input prices spike, it is crucial
to be invested in companies which are in better position to pass
through these hikes to their customers. Given that our process
inherently focuses on companies with a solid market position
and high entry barriers, we are confident that margin pressure,
if any, should be short-lived for our holdings.
In the meantime, global growth is expected to remain supportive
in 2022. As should be valuation which, compared to DM, is not
demanding with a Forward PE around 13x, or an approx. 35%
discount to Developed Markets. This coupled with the fact that
global allocation to emerging markets is currently low at 6%
presents an attractive backdrop for the asset class to perform.

MSCI Emerging Markets vs MSCI WorldForward P/E
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A challenging 2021 – but reasons for optimism
ahead
2021 has been quite a volatile year for Emerging Markets
in general and for China in particular. Continued COVID-19
headwinds (which remain a risk for 2022), regulatory tightening
in China and finally the Evergrande debt situation have weighed
on market sentiment and performance.
However, we look at 2022 with optimism, as we see several
tailwinds for Emerging Markets, both in regards to global, local
and bottom-up factors.

The market from a helicopter perspective
From a global perspective, there are three reasons why we do
not expect Fed tapering to impact Emerging markets as it did in
2013 when the MSCI EM Index lost 15% in the month following
Bernanke’s first mention of tapering on May 22nd 2013. Firstly, the
Fed has been more vocal about a potential tightening unlike 2013
when the event came as a surprise to the market. Secondly, the Fed
currently continues to expand its balance sheet. Lastly, the current
account of most EM economies has substantially improved since
2013, making them relatively less vulnerable to external shocks.
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Source: Bloomberg. Date: 31.10.2021.

China
If we move to countries, then the most important of them
from an Emerging Market perspective is China, who despite a
challenging 2021, is showing signs of optimism going into 2022.
China’s widespread policy tightening, especially against the
tutoring industry and internet platforms, has affected investors’
confidence in investing in the country. We believe that the
Chinese government is committed to continue supporting the
private sector, which accounts for approx. 80% of the country’s
employment and trade. That being said the regulatory changes
need to be analysed on a case-by-case basis as the impact on
individual companies and industries differs. For our holdings,
we believe that the regulatory risks are more than priced in
during the recent corrections.

Source: Nordea Investment Management AB. Date: December 2021. Unless otherwise stated all views expressed are proprietary to Nordea Investment Management AB.
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Emerging Markets Equities
To support that view, fourth quarter 2021 has seen an easing
rhetoric from the top of the CCP. Referring to the Tech industry,
President Xi signalled that technology innovation is a higher
priority than platform regulation in the long run and that there
are limits to the regulatory clampdown on large tech companies
as long as they behave within the new regulatory framework.
Premier Li also signalled that China needs to adapt policies
as the economy faces downward pressure. These comments
supports our view, as it is traditionally the case ahead of the
Chinese Communist Party Congress (the next one happens
in November 2022), that the focus will now be on economic
growth.

could now turn into tailwinds, boost business confidence and
capital expenditures. Finally, the housing cycle seems to be
finally turning around with evidence of high affordability levels
and low residential inventories.

India has had a series of reforms over the last 5 years
While the reforms may have hurt the economy in the
short-term, we think it has set the foundation for far more
transparent & sustainable growth.
Demonetization:
Crackdown on the cash
economy

Insolvency & Bankruptcy Code: Facilitate
a quicker resolution of
NPAs for banks

Labour reform:
Facilitate flexibility in
the law to increase job
creation

Production Linked
incentive: Boost large
scale domestic manufacturing of goods

Real Estate Regulation
Act (RERA): Increase
transparency & protect
the home-buyer

GST:
Simplify the tax system
and minimize tax
evasion

Corporate tax cut:
From 30% to 25% for
existing companies &
25% to 15% for new
manufacturing firms

3 agriculture bills:
Improve farm productivity & boost rural
incomes

This also implies that China will be one of the very few major
economies to engage in easing policies in 2022, at a time when
the US will start tightening. This together with easing power
shortages among others, should support an increase in the
growth differential.
All in all, we think the current depressed sentiment towards the
Chinese equity market, reflected in the large valuation discount
to Developed Markets, is unwarranted. Therefore, we remain
confident in the prospects of our Chinese holdings and their
ability to deliver long-term sustainable growth, even though
volatility may persist in the short term before fundamentals
once again prevail.

MSCI China vs S&P500 – Forward P/E
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While we are cognizant of valuation multiples in India being
elevated on an index level, we as bottom up stock pickers
focus on our holdings which we believe are reasonably valued,
especially in the financial services space. With a GDP per capita
of approximately $2.000, a large and young population with
2/3rd less than the age of 35, India offers a tremendous runway
for growth for high quality, strong moat and capital efficient
businesses. Given the size of opportunity in India and the fact
that all of our holdings are the Top-3 private sector players
in their respective industries, we think many of our portfolio
companies can be multi-fold larger over the long term.
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India
Moving to India, there are signs that corporate profits are
improving, ending a slowing trend that started in 2011 and
which followed a decade of over-investments. The structural
reforms implemented by Prime Minister Modi during the last 5
years, while at first was a source of disruption and uncertainties,

Brazil
The macro outlook in Brazil is not as rosy. Inflation has picked
up sharply in the last few months and forced the Central Bank
to hike rates from 2% in March 2021 to 7.75% eight months
later. The consensus now forecasts a peak at around 11% in Q4
2022. This has triggered downwards revisions for GDP growth
expectations and has added to the negative sentiment feeding
on political and fiscal uncertainties, as well as on tepid private
consumption.
Our opinion is that too much has been priced by the market
and, as always in the past, we see this short-term over-reactions
as a great opportunity for us to invest into solid business models

Source: Nordea Investment Management AB. Date: December 2021. Unless otherwise stated all views expressed are proprietary to Nordea Investment Management AB.
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that fit our investment philosophy and process at attractive
valuations. Finally, we remain confident that our Brazilian
holdings, leveraging on their solid financial health, their strong
market position and their economic moat, will outgrow the
competition during difficult times, as they have demonstrated
during previous downcycles.

Russia
Despite COVID conditions, the Russian economy has performed
well in 2021 driven by a strong rebound in natural material
prices, hereunder oil and gas. The general market outlook for oil
and natural gas prices are to remain high for 2022 among other
due to many years of global underinvestment, which has been
boosted further as ESG has put additional pressure on industries
majors. On the other hand geopolitical risks remain something
to keep an eye on, especially with intensified confrontations on
the Russian/Ukraine border.
From a macro perspective, Russia offers some of the best macro
fundamentals with a large twin surplus, high FX reserves, and
a large and growing National Wealth Fund. While our holdings
benefit from the overall health of the Russian economy, the
fundamentals are primarily driven by bottom up structural
factors (retail consolidation, credit under-penetration and
digital disruption).
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European Covered Bonds
Nordea Danish Fixed Income
& European Covered Bond Team
Nordea 1 – European Covered Bond Fund
Nordea 1 – Low Duration European Covered Bond Fund
Nordea 1 – European Covered Bond Opportunities Fund
• ECB is still the driver of the market, and will be for the
foreseeable future
• The supply in 2022 will increase, but still negative net
supply
• Still possible to create alpha from selecting individual
jurisdictions and issuers

Looking into 2022, we expect EUR covered bond supply to
increase to a more normal level, as we saw before 2020. The
level of redemption however, is very high next year as well,
which means that we probably still will see negative net supply
even before taking Purchasing Programmes into account. The
biggest joker that can have an impact on the supply picture is
what will happen with TLTRO (Targeted longer-term refinancing
operation). It is expected that it will be prolonged, but with
much less favourable conditions, e.g. shorter maturity and at a
higher rate. We did already see some increased issuances late
2021, which is unusual. This could indicate that issuers already
are moving some of their funding towards the covered bond
market again. The less favourable TLTRO conditions will mean
that it is mostly attractive for peripheral banks, and (semi-)core
banks is expected to increase their funding through covered
bonds.

Going into 2022, covered bonds looks very attractive versus other
asset classes. Core government bonds have performed strongly
in November and a the short end (5-year) covered bonds in
France pays 40bps pickup versus government bonds. This is a
historical high pickup. We would therefore like to increase covered bond exposure – mostly from core jurisdictions – versus
government bonds. We also see value in the CEE region and
South Korea/Japan which normally pays a high pickup versus
core covered bonds.

Overview of the different purchase
programmes
EUR 12,500

EUR 10,000

EUR 7,500

EUR 5,000

EUR 2,500
EUR 0.00
2019
APP

2020
PEPP

2022
estimated PEPP

Source: ECB. As of December 2021. Estimated APP is 10% of the APP envelope. Estimated PEPP is calculated
as the historical covered bond share of PEPP. APP is including reinvestments. Data in mln EUR.

The ECB will also next year be an dominant investor in
covered bonds. Even though the market is pricing in tapering
of the PEPP (Pandemic emergency purchase programme)
programme, it will (at least not directly) impact covered bond
purchasing from the central banks. PEPP have – through the
life of the programme – not been used to buy covered bonds,
as only around 0.4% of the envelope has been covered bond
purchases so far. As seen in the graph, tapering of PEPP will
only slightly reduce purchases of covered bonds. The purchases
from ECB will increase next year due to higher redemption in
their portfolio. All this should be spread positive (relative) for
covered bonds. There is, however, some uncertainty as we don’t
know what will happen after PEPP. It could very well be that
the programme will be formed into an extra envelope in APP
(Asset purchase programmes).

Source: Nordea Investment Management AB. Date: December 2021. Unless otherwise stated all views expressed are proprietary to Nordea Investment Management AB.
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European High Yield Bonds
Capital Four
Nordea 1 – European High Yield Bond Fund
• This year, we have seen tightening spreads following
a rebound in economic growth and inflows from other
more rate-sensitive asset classes
• Moving into 2022, central banks decisions regarding
QE will remain a key topic for investors
• Finally, a low default environment combined with
improving fundamentals should provide a diverse
opportunity set for active managers

New entrants and more elevated new issue premiums should
further provide opportunities and diversification to the European High Yield market. Finally, widening sector dispersion
and potential ratings upgrades will require managers to take
a pronounced and detailed view on their selection of industries
and companies.
The European High Yield spread-to-worst is currently around
360bps. Assuming a default rate of 0.75% for the next twelve
months, a recovery rate of 50% and an unchanged spread, European High Yield would generate an excess return of 322.5bps.
In addition, a return from rolldown on the curve should also be
expected.

The leveraged finance market produced solid returns 2021 as
credit spreads continued to tighten back to historic low levels as
economic growth rebounded following the reopening of global
economies and inflows from other more interest rate-sensitive
asset classes. Highly supportive monetary and fiscal policy
allowed companies to navigate the pandemic and resulted in
European defaults remaining remarkably low, below 1%, and
idiosyncratic in nature.

Historical default rates in Europe vs. US
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Data Source: Credit Suisse, JP Morgan Research. Date: 30.09.2021.

Looking ahead to 2022, whilst we expect some near-term caution surrounding the evolution of COVID-19 pandemic, improving fundamental European employment, consumer confidence
and productivity data should enable the recovery to continue
whilst maintaining a very low single digit default rate environment. The slowing of a prolonged period of QE by central banks
will remain a key focus this year and we continue to expect
investors to concentrate on shorter duration high yield assets
that compensate for negative or zero yields elsewhere.

Source: Capital Four. Date: December 2021. Unless otherwise stated all views expressed are proprietary to Capital Four.
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Emerging Market Debt
Nordea EM Debt Team
Nordea 1 – Emerging Stars Bond Fund
Nordea 1 – Emerging Stars Local Bond Fund
Nordea 1 – Emerging Markets Debt Total Return Fund
• A flattening US yield flashes a late-cycle signal
• The consequence: Extreme sensitivity to monetary
policy, weighing on EM bonds in Q1
• Once peak hawkishness has passed later in H1, the EM
carry appeal should see a revival

Compared to 12 months ago, the mood music among EM
investors has changed considerably: While the vast majority
were bulled-up heading into 2021, fast-forward 1 year and the
picture is the opposite: Investors have taken a very cautious
stance on EM fixed income. But in contrast to great expectations,
2021 turned out to be a disappointing year for the asset class.
Does this mean 2022 is bound to surprise to the upside amid the
downbeat consensus?
Our answer is two-fold: In the short-term, we think the cautious
consensus is justified as we’re heading into 2022. The growth/
inflation trade-off should deteriorate further. Various indicators
suggests that growth will slow in 2022, both in EM and DM.
China’s property clamp-down, fading fiscal support and eroding
consumer buying power amid sky-rocketing inflation are likely
to outweigh the positive impact from improving supply chains.
Omicron will slow, but not derail the ongoing transition from
goods- to service driven global growth. This is in itself is a
relative disadvantage to EM’s that generally have a higher
manufacturing share than DM’s.

curve makes EM assets hyper-sensitive to changing monetary
conditions. Until we’ve passed peak hawkishness from the
world’s central bank no.1, this is the recipe for a volatile market
environment, US Dollar strength, commodity weakness and
widening EM sovereign spreads. The carry environment is on
hold, in other words.
Further into 2022, there’s reason for optimism, in our view. Whilst
the yield curve does not lie about the state of the business cycle,
late cycle does not mean the end of the cycle is imminent. Most
importantly, we think the Fed – being the anchor of global
monetary conditions – will adapt to a deteriorating macro and
(increasingly) market environment. Once a clear peak in global
inflation crystalises, we think the Fed is likely to put pause for
thought, putting tightening on hold. At the same time, China is
likely to prioritize growth stabilization as 2022 is year, where
president Xi wants to cement his power – too much volatility
is not welcome. To be sure, we’re only talking about tiny green
shoots. But since the starting point is quite negative sentiment,
it doesn’t take that much to surprise investors positively and
revive the carry-friendly environment. After all, the carry-appeal
of the asset class is undisputed. All that is needed is the world’s
most important central bank to take the foot off the brake for
a while.
With EM assets at the mercy of the Fed in 2022, the obvious risk
to this scenario is that the Fed just keeps going. In that case,
yield curve flattening will lead to inversion, and the challenging
environment we expect at the beginning of 2022 can be
extrapolated into the 2nd half of the year.

The EMD View: Curves don’t lie
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Global inflation might peak in Q1, it will not fade quickly as it
is increasingly being driven by sticky components rather than
pandemic-driven one-offs. Consequently, the US Fed has
retired the inflation attribute “transitory”. The penny finally
seems to drop at the world’s most important central bank. But
while EM central bank’s hiking cycle is well-advanced, peak Fed
hawkishness is still ahead of us, in our view.
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So in a typical late-cycle fashion, the consequence of the macro
mix at hand is that monetary headwinds continue to gather
pace. This is exactly what the flattening of the US yield curve is
signaling. A hawkish Fed repricing drives the short-end of the
curve higher, while doubts about the strength of the business
cycle keep long end interest rates in check. Such a late cycle
environment shaped by high inflation and a flattening yield
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Source: Nordea Investment Management AB. Date: December 2021. Unless otherwise stated all views expressed are proprietary to Nordea Investment Management AB.
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US Investment Grade Corporate Bonds
MacKay Shields LLC,
Global Fixed Income Team
Nordea 1 – US Corporate Bond Fund
Nordea 1 – US Corporate Stars Bond Fund
• 2021 as a year of buying beta, as generally owning the
market mattered most of all for performance, and 2022
as a year of buying alpha with sector and specific credit
selection being more important than simply buying
overall market risk
• Returns as likely being modest in 2022, reflecting
the solid macroeconomic backdrop but offset by the
likelihood of higher interest rates and tight credit
spreads
• Higher interest rate volatility, tightening by most central
banks, less fiscal support and rising inflation still the
biggest threats that may impact credit spreads

Investment Grade credit posted generally steady excess return
outperformance over the course of 2021 reflecting the strength
of the US economy, fiscal and monetary stimuli and the wider
reopening of the economy. Some of this performance was
reversed toward year end as credit spreads reacted to increased
interest rate volatility and a flurry of corporate new issuance,
but overall performance was positive. It is worth noting that on
a total return basis, returns were slightly negative. Looking back
on 2021, it is worth reflecting on the several events that did not
materially affect credit performance including the result of the
US election, the potential for higher taxes and concerns over a
less business friendly administration. So putting this all together,
we characterize 2021 as a year of buying beta, as generally
owning the market mattered most of all for performance.
For 2022, in contrast, we view the upcoming year as one of
buying alpha; that is, in order to outperform, sector and specific
credit selection will likely be more important than simply
buying overall market risk. To this end, as always, our focus is
to avoid buying risk without corresponding return and a nimble
approach to credit will be needed to outperform.

Inflation is an area to watch given its recent pick-up through
2021. We favor those sectors and companies that have strong
pricing power and are able to pass-on higher input costs, are less
sensitive to input costs and ultimately are able to protect their
profit margins. Typically companies in the telecommunication,
energy and banking sectors have strong pricing power and are
sectors we are actively considering. Banks are also expected
to be beneficiaries of higher interest rates and improving loan
growth conditions. These tailwinds combined with generally
strong capital levels provide the banking sector with some
attractive investment attributes.
During 2020, the rating agencies were active in downgrading
a subset of investment grade rated companies to high yield as
they thought these companies would be adversely impacted
by Covid 19, notably in the energy sector. We expect a sizable
number of these companies to return to being investment
grade rated. These so-called “rising stars” typically outperform
around the time they are upgraded and present an interesting
investment opportunity.
There are two pockets of risk we are monitoring. The first is
M&A risk. Whilst the current administration is taking a more
circumspect approach to approving larger corporate mergers,
a side-effect could be the emergence of more LBO/ private
equity type corporate actions which could be subject to little or
no regulatory agency review. Generally, LBO/private equity type
transactions disadvantage bond holders of the target company
because the ratings profile will be negatively impacted as the
acquiring company takes on a higher debt load as part of the
transaction. We aim to avoid these situations.
The second is the risk of generally higher leverage and
increased equity shareholder payouts notably for single-A rated
companies. Overall, the current pricing of ‘A rated’ companies
leaves little room for additional leverage without creating
concerns of credit rating downgrades and higher risk premiums.
To try and avoid this risk, we prefer to focus our attention on
‘BBB rated’ companies where the risks are more adequately
priced, in our opinion.

Overall, we see returns as likely being modest in 2022, reflecting
the solid macroeconomic backdrop but offset by the likelihood
of higher interest rates and tight credit spreads that already
limit the scope for further outperformance.
Higher interest rate volatility, tightening by most central banks,
less fiscal support and rising inflation are all headlines that may
impact credit spreads. However, investment grade companies
are well positioned to manage these threats, not least supported
by generally strong revenue growth conditions, albeit slightly
lower than those experienced in 2021.
Source: MacKay Shields LLC, Global Fixed Income Team. Date: December 2021. Unless otherwise stated all views expressed are proprietary to MacKay Shields LLC, Global Fixed Income Team..
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US High Yield Bonds
Aegon USA Investment
Management, LLC
Nordea 1 – North American High Yield Bond Fund
Nordea 1 – North American High Yield Stars Bond Fund
• High yield to remain one of the most attractive areas
of the fixed income market with improving company
fundamentals and supportive market technicals
• Strong demand for high yield to persist with bouts of
spread widening attracting more buyers given yields are
low across the fixed income market
• Inflationary pressures and labor shortages to supply
chain could result margin pressures and a more
moderated earnings across high yield companies

2022 High yield outlook: Divergence ahead?
As we enter 2022, we expect high yield to remain one of the
most attractive areas of the fixed income market. Many of the
factors that supported solid high yield performance in 2021 are
likely to persist, with improving company fundamentals and
supportive market technicals. While the economic backdrop
remains supportive, we are watching evolving risks and
uncertainties that could create more dispersion and turbulence
in the year ahead. In our view, this environment could provide
interesting credit selection opportunities to drive performance
in 2022.

Fundamental improvement continues, defaults
near historical lows
After the rapid economic rebound and surge in consumer
demand, most high yield companies are in a healthy
fundamental state. Notably, earnings have returned to prepandemic levels for many high yield firms and the pace of debt
growth slowed, resulting in declining leverage coverage ratios
(Exhibit 1). Additionally, rating agencies have also recognized
this fundamental improvement with rating upgrades outpacing
downgrades—a trend we expect to continue in 2022. Given the
solid fundamental landscape, default rates are historically low
with expectations for default rates below 2% to continue in
2022 (Exhibit 2).

Exhibit 1:
Leverage ratios are below pre-pandemic levels
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Sources: Exhibit 1 is from Morgan Stanley Research and Bloomberg as of September 2021. Exhibit 2 reflects
the trailing 12-month issuer weighted US speculative grade default from Moody's as of September 2012.

Margin pressures could create fundamental
divergence
From inflationary pressures and labor shortages to supply chain
issues and Covid-19 variants, companies are facing a myriad of
issues. Many high yield companies were able to pass through
these higher input costs during 2021 and post strong earnings.
However, we could see increased margin pressure and a more
moderated earnings environment in 2022. While we expect
inflationary pressures to be transitory over the long term, these
cost pressures and shortages could result in declining margins
and/or earnings misses. Additionally, we are closely watching
slowing growth in China—particularly the property market
weakness—and are evaluating potential ripple effects.

Source: Aegon USA Investment Management LLC. Date: December 2021. Unless otherwise stated all views expressed are proprietary to Aegon USA Investment Management, LLC.
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Technicals should remain supportive
Similar to 2021, we expect technicals to remain supportive with
a steady new issuance pipeline and robust demand. Refinancing
activity is likely to continue, however the pace may slow relative
to 2021. Given yields are low across the fixed income market,
we expect strong demand for high yield to persist with bouts of
spread widening attracting more buyers.

Attractive relative value opportunities
While solid fundamentals and supportive technicals paint
a positive outlook, valuations are full as prices largely reflect
recent fundamental improvement. Although valuations are
expensive by historical standards, the enhanced yield combined
with strong fundamentals support a favorable relative view of
high yield. Company fundamentals are strong with declining
leverage and improving earnings, leading to low default
expectations. High yield also benefits from a short duration
profile. This limited interest-rate sensitivity, coupled with an
extra spread cushion, has historically allowed high yield to
perform well in rising-rate environments.

Emphasis on credit selection to perform in 2022
In the current environment, idiosyncratic situations are likely
to provide the best opportunities to generate excess returns.
Given increasing macro risks and uncertainties, we favor a
more defensive positioning. With spreads near historical tights,
there are many catalysts that could cause bouts of volatility and
spread widening, which could present interesting opportunities
for managers. Further, while credit selection in high yield
is critical in all environments, we believe selection will be a
key performance differentiator in 2022. In collaboration with
our research analysts, we remain focused on the selection of
companies with solid fundamentals within industries that are
best positioned for the next phase of the recovery.
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Listed Infrastructure
CBRE Investment Management
Nordea 1 – Global Listed Infrastructure Fund
• A confluence of forces has the potential to support
listed infrastructure in 2022 – notably, as it occurred
historically, the asset class will thrive in an above
average inflation and moderating economic growth
• We see the potential to reverse a trend witnessed in
2021 whereby the broad market rewarded high earnings
beta
• With attractive valuations, accelerating growth, and a
conducive macroeconomy, the potential total return
proposition of listed infrastructure is compelling for 2022
and beyond

2021 saw robust equity market returns, with new leadership
from 2020’s laggards, such as the energy and real estate
sectors. Throughout 2021, global equity market earnings
supported stocks—ultimately, equities delivered approximately
45% earnings growth, compared to initial expectations
of 26%*. Against this backdrop of a cyclical rebound and
accelerating global earnings, infrastructure lagged, delivering
an approximately 10% earnings increase versus original
expectations of 8.8%. Infrastructure earnings are durable
and low-beta, but they are not suited to outperform during a
cyclically-charged rebound.
Looking into 2022, infrastructure earnings are likely to outpace
global earnings for the first time in several years. Broad equity
market earnings are set to decelerate while infrastructure
maintains strong growth. We forecast 10% earnings growth
compared to broad equity market growth of only approximately
7%.** Global market revisions are moderating (they peaked in
Q2 2021) and the pace of broad economic growth is slowing.
GDP, industrial orders, consumer confidence, and other
macroeconomic variables are healthy, but they are unlikely to
improve at a faster rate in 2022 than they did in 2021.
Historically, moderating economic growth has been a positive for
infrastructure. During such periods, infrastructure has delivered
an approximately 18.5% annualized return, outpacing global
equities by 5%. Moreover, during periods of above-average
inflation (whether inflation is rising or falling), infrastructure
has outperformed global equities by a range of 7-9% based on
annualized returns. With these macro factors combined, 2022 is
setting up well for the asset class.

such installations hit a new record in 2021, and they are essential
to provide power independent of volatile (and expensive)
commodities such as coal. In the communications sector,
secular growth in data from cloud proliferation and the still
nascent 5G build-out supports the outlook for data centers and
cell towers. In transports, toll roads, rails, and airport networks
should continue to see steady and growing recoveries in traffic
post-pandemic. In the coming years, the world will become
more immune, and more normalized, to COVID and its variants:
as such, global transportation infrastructure is one of the few
remaining COVID recovery stories for 2022 and beyond.
The combination of secular growth, from decarbonization,
asset modernization, and digital transformation, and cyclical
recoveries is occurring just as the listed infrastructure market is
trading at a generational-level discount against global equities.
Currently, infrastructure is trading 10% below its long-term
relative multiple average; this is similar to 2010, when global
economic growth also moderated, and just before a multiyear period during which infrastructure outperformed global
markets.
For 2022 and beyond, we are optimistic that past is prologue.
Infrastructure’s relative valuation multiple is a coiled spring for the
asset class. When coupled with its robust dividend yield, inflation
protected earnings growth, and history of outperformance
during moderating and inflationary environments—we find
today’s Listed Infrastructure a compelling prize for investors in
2022 and beyond.

Listed infrastructure earnings growth poised to
outpace global markets
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Source: CBRE Clarion Securities and Factset. Date: 30.11.2021

On a fundamental basis, infrastructure’s inflation-protected cash
flows are accelerating because of its essential characteristics.
Companies within global utilities are building hundreds of
gigawatts of wind and solar to ensure a clean energy future;
* Source: Factset for the ACWI ETF. ** Based on the 2022 and 2023 average EPS growth rates of the FTSE Global Core Infrastructure 50/50 Index (CBRE forecasts) and the MSCI ACWI ETF (Factset), respectively.
Source: CBRE Investment Management. Date: December 2021. Unless otherwise stated all views expressed are proprietary to CBRE Investment Management.
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2023

Global Real Estate
Duff & Phelps Investment
Management Co
Nordea 1 – Global Real Estate Fund
• Global economic growth and regional and property
sector fundamental performance will remain varied and
influenced by the lingering impacts of COVID-19, new
variants, and local policy responses
• The pace and magnitude of future interest rate increases
in response to on-going and persistent inflationary
pressures will have a significant influence on the pace of
economic growth and markets
• Listed real estate will be beneficial for those
investors seeking inflation protection while achieving
diversification through an asset class which historically
delivered higher dividend yields compared to both
global equities and the yield to maturity of global bonds*

During 2021, driven by a triple discount to global equities,
fixed income and private real estate, a recovery, mergers and
acquisitions (M&A), and pursuit of inflation hedges, global
listed real estate outperformed broader global equities, fixed
income, and private real estate.**
M&A was quite active across most global property sectors. U.S.
REITs materially outperformed the overall global index as all
property sectors delivered positive returns. Israel, Sweden, and
Canada also outperformed the global index.
With the help of significant fiscal and monetary stimulus and a
lack of shutdowns versus other countries, U.S. nominal economic
growth rebounded strongly from COVID-19 induced challenges.
Rapid demand created supply chain issues and higher inflation.

U.S. balance sheets remain better positioned than most of their
international peers and will continue to support growth through
acquisitions, development, and redevelopment. New supply
continues to fall across most property sectors and should not
be an issue in the near-term. The importance of ESG continues
to grow in influence and will remain top of mind for most
companies.
M&A activity was robust in 2021 and should continue in 2022,
but likely at a slower pace. Public companies will continue to
look for opportunities to increase their scale and private buyers
will continue to be attracted to the inflation protection and
yields on offer.
On the other side, we also see risks which might potentially
dampen our base case scenario. In particular, an increase/
continuation in governmental restrictions in response to COVID19 cases, might negatively impact the economic activity, along
with select property sectors and markets. This together with a
faster pace of balance sheet tapering by central banks and a
greater than expected increase in policy rates during the year.

Demand leads to pricing power, which can
outweigh higher capital costs

increases

Strengthening
economy

Rising interest
rates

Occupancy

increases

creates

Cost of capital

Pricing power

Ex-U.S. real estate equities lagged the global index in most
cases during 2021. Multiple headwinds emerged, including a
stronger U.S. dollar, a slower and more uneven recovery across
many ex-U.S. countries, and less exposure to non-core property
sectors with healthier market fundamentals.
Looking ahead, there are several potential upside catalysts to
our base case. Global listed real estate cash flow and dividend
growth are expected to accelerate notably in 2022. They will be
less impacted than multinational equities by the 2021 lift of the
U.S. dollar and on-going margin pressure.

creates

offset by

produces

Higher rents

Higher
REIT valuations
Source: Duff & Phelps Investment Management Co.

* Source: Bloomberg, 30.06.2018 – 30.06.2021 in USD. Global Real Estate: FTSE EPRA/Nareit Global Real Estate: Global Equities: MSCI World. Global Bonds: Bloomberg Barclays Global Aggregate. US Treasuries: US Generic Government
10 Year. ** Listed results through 10 December 2021; private real estate results through 30 September 2021.
Source: Duff & Phelps Investment Management Co. Date: December 2021. Unless otherwise stated all views expressed are proprietary to Duff & Phelps Investment Management Co.
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The sub-funds mentioned are part of Nordea 1, SICAV, an open-ended Luxembourg-based investment company (Société d’Investissement à Capital
Variable), validly formed and existing in accordance with the laws of Luxembourg and with European Council Directive 2009/65/EC of 13 July 2009.
This document is advertising material and does not disclose all relevant information concerning the presented sub-funds. Any investment
decision in the sub-funds should be made on the basis of the current prospectus and the Key Investor Information Document (KIID), which are
available, along with the current annual and semi-annual reports, electronically in English and in the local language of the market where the mentioned SICAV is authorised for distribution, without charge upon request from Nordea Investment Funds S.A., 562, rue de Neudorf, P.O. Box 782,
L-2017 Luxembourg, from the local representatives or information agents, or from our distributors as well as on www.nordea.lu. Investments in derivative and foreign exchange transactions may be subject to significant fluctuations which may affect the value of an investment. Investments in
Emerging Markets involve a higher element of risk. The value of shares can greatly fluctuate as a result of the sub-fund’s investment policy
and cannot be ensured. Investments in equity and debt instruments issued by banks could bear the risk of being subject to the bail-in mechanism (meaning that equity and debt instruments could be written down in order to ensure that most unsecured creditors of an institution
bear appropriate losses) as foreseen in EU Directive 2014/59/EU. For further details of investment risks associated with these sub-funds,
please refer to the relevant Key Investor Information Document (KIID), available as described above. Nordea Investment Funds S.A. has decided to bear the cost for research, i.e. such cost is covered by existing fee arrangements (Management-/Administration-Fee). Nordea Investment
Funds S.A. only publishes product-related information and does not make any investment recommendations. A summary of investor rights is available in English through the following link: https://www.nordea.lu/documents/engagement-policy/EP_eng_INT.pdf/. Nordea Investment Funds S.A.
may decide to terminate the arrangements made for the marketing of its sub-funds in any respective EU-country of distribution in accordance with
Article 93a of Directive 2009/65/EC. Published by Nordea Investment Funds S.A., 562, rue de Neudorf, P.O. Box 782, L-2017 Luxembourg, which is
authorized by the Commission de Surveillance du Secteur Financier in Luxembourg. Further information can be obtained from your financial advisor. He/she can advise you independently of Nordea Investment Funds S.A. Please note that all sub funds and share classes might not be available in your country of jurisdiction. Additional information for investors in Switzerland: The Swiss Representative and Paying Agent is BNP
Paribas Securities Services, Paris, Succursale de Zurich, Selnaustrasse 16, 8002 Zurich, Switzerland. Additional information for investors in Germany: The Information Agent in Germany is Société Générale S.A. Frankfurt Branch, Neue Mainzer Straße 46-50, 60311 Frankfurt am Main, Germany. A hard copy of the above-mentioned fund documentation is also available here. Additional information for investors in Austria: The Information and Paying Agent in Austria is Erste Bank der österreichischen Sparkassen AG, Am Belvedere 1, 1100 Vienna, Austria. Additional information
for investors in the Netherlands: Nordea 1, SICAV is a Luxembourg Undertaking for Collective Investment in Transferable Securities (UCITS) registered in the Netherlands in the register kept by the AFM, and as such is allowed to offer its shares in the Netherlands. The AFM register can be
consulted via www.afm.nl/register. Additional information for investors in France: With the authorisation of the AMF the shares of the sub-funds
of Nordea 1, SICAV may be distributed in France. Centralising Correspondent in France is CACEIS Bank, located at 1-3, place Valhubert, 75206 Paris
cedex 13, France. Investors are advised to conduct thorough research before making any investment decision. Additional information for investors in Belgium: The Financial Service Agent in Belgium is BNP Paribas Securities Services S.C.A., Brussels Branch, Rue de Loxum, 25, 1000-Brussels, Belgium. A hard copy of the above-mentioned fund documentation is available upon demand free of charge. Additional information for investors in Spain: Nordea 1, SICAV is duly registered in the CNMV official registry of foreign collective investment institutions (entry no. 340) as
authorised to be marketed to the public in Spain. The Depositary of the SICAV’s assets is, J.P. Morgan Bank Luxembourg S.A. In Spain, any investment must be made through the authorised distributors and on the basis of the information contained in the mandatory documentation that must
be received from the SICAV’s authorised distributor prior to any subscription. The Representative Agent is Allfunds Bank S.A.U., C/ de los Padres
Dominicos, 7, 28050 Madrid, Spain. A complete list of the authorised distributors is available in the CNMV’s webpage (www.cnmv.es). Additional
information for investors in Portugal: The Management Company of the SICAV, Nordea Investment Funds S.A., and the Depositary of the SICAV’s
assets, J.P. Morgan Bank Luxembourg S.A., are validly formed and existing in accordance with the laws of Luxembourg and authorized by the Commission de Surveillance du Secteur Financier in Luxembourg. The Paying Agent in Portugal is BEST - Banco Electrónico de Serviço Total, S.A., duly
incorporated under the laws of Portugal and registered with the CMVM as a financial intermediary. Additional information for investors in Italy:
Fund documentation as listed above is also available in Italy from the distributors and on the website www.nordea.it. The updated list of distribution
agents in Italy, grouped by homogenous category, is available from the distributors themselves or from the Paying Agents: State Street Bank International GmbH – Succursale Italia, Allfunds Bank S.A.U. – Succursale di Milano, Société Générale Securities Services S.p.A., Banca Sella Holding
S.p.A, Banca Monte dei Paschi di Siena S.p.A., CACEIS Bank S.A.,Italian Branch and on the website www.nordea.it. Any requests for additional information should be sent to the distributors. Before investing, please read the prospectus and the KIID carefully. We recommend that you read the
most recent annual financial statement in order to be better informed about the fund’s investment policy. The prospectus and KIID for the subfunds have been published with Consob. For the risk profile of the mentioned sub-funds, please refer to the fund prospectus. Additional information for investors in the United Kingdom: The Facilities Agent is FE Fundinfo (UK) Limited., 3rd Floor, Hollywood House, Church Street East,
Woking GU21 6HJ, United Kingdom. Additional information for investors in Ireland: The Facilities Agent is Maples Fund Services (Ireland) Limited, 32 Molesworth Street, D02 Y512 Dublin 2, Ireland. Additional information for investors in Sweden: The Paying Agent is Nordea Bank Abp,
Swedish Branch, Smålandsgatan 17, 105 71 Stockholm, Sweden. Additional information for investors in Denmark: The Representative Agent is
Nordea Danmark, Filial af Nordea Bank Abp, Finland, Grønjordsvej 10, Postbox 850 0900 CopenhagenC, Denmark. A hard copy of the above-mentioned fund documentation is available here. Additional information for investors in Norway: The Nordea 1, SICAV is registered in Norway. Additional information for investors in Finland: The Nordea 1, SICAV is registered in Finland. Additional information for investors in Latvia: The
Representative Agent is Luminor Bank AS, 62 Skanstes iela 12, 1013 Riga, Latvia. Additional information for investors in Estonia: The Representative Agent in Estonia is Luminor Bank AS, Liivalaia 45, 10145 Tallinn, Estonia. Additional information for investors in Lithuania: The Representative
Agent in Lithuania is Luminor Bank AB, Konstitucijos pr. 21 A, 03601 Vilnius, Lithuania. Shareholders must evaluate possible investment risks and
take this into consideration when making investment decisions. Additional information for investors in Brazil: This is a strictly privileged and
confidential document for the purposes of a potential investment in foreign securities on a one-on-one basis with potential investors with a pre-existing relationship with Nordea Investment Funds S.A. This document contains information addressed only to a specific individual and is not intended for distribution to, or use by, any other person. This document (i) is provided for informational purposes only, (ii) should not be construed in any
manner as any solicitation or offer to buy or sell any securities or any related financial instruments, (iii) should not be construed in any manner as a
public offer of any securities or any related financial instruments, and (iv) and will be addressed to a potential investor with restrict access of information. Neither Nordea Investment Funds S.A nor Nordea 1, SICAV have been, and will not be, registered with the Brazilian Securities Commission
(Comissão de Valores Mobiliários - CVM). Nordea 1, SICAV must not be offered or sold in Brazil except in circumstances which do not constitute a
public offering or distribution under Brazilian laws and regulations. Any public offering, placement or distribution, as defined under Brazilian laws
and regulations, of securities in Brazil, is not legal without prior registration under Law No. 6,385 of December 7, 1976, as amended. Documents relating to the offering of the Nordea 1, SICAV, as well as information contained therein, must not be supplied to the general public in Brazil (as the
offering of the Nordea 1, SICAV is not a public offering of securities in Brazil) or used in connection with any offer for subscription or sale of the
Nordea 1, SICAV to the general public in Brazil. Investors within Brazil should consult with their own counsel as to the applicability of these laws
and regulations or any exemption there from. Source (unless otherwise stated): Nordea Investment Funds S.A. Unless otherwise stated, all views
expressed are those of Nordea Investment Funds S.A. This document may not be reproduced or circulated without prior permission and must not
be passed to private investors. This document contains information only intended for professional investors and financial advisers and is not intended for general publication. Reference to companies or other investments mentioned within this document should not be construed as a recommendation to the investor to buy or sell the same but is included for the purpose of illustration. The level of tax benefits and liabilities will
depend on individual circumstances and may be subject to change in the future.

