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The Danish covered bond market and the Danish economy
Review 2017 – Outlook 2018
• Strong development of Danish covered bonds in
2017, particularly in the callable segment
• New regulation and initiatives strengthen investor
protection and further improve the safety of Danish
covered bonds
• The Danish economy continues to recover across all
sectors, reinforcing its reputation as a safe haven
• Danish covered bonds continue to offer more attractive returns than their European counterparts and
government bonds, which makes them a true alternative in the persisting low yield environment

2017 – Stable interest rates support the
performance of callable Danish covered bonds
After a highly volatile 2016, Danish interest rates increasingly stabilized over the course of 2017 and remained range
bound throughout almost the entire year. Danish 10-year
rates traded in a robust range of 0.35 % to 0.75  % – as usual,
slightly above but broadly in line with German 10-year
rates, which traded between 0.2 % and 0.55 % throughout
the year. After widening slightly to 0.3 %, the yield differential returned to a consistent 0.10 % by mid-year.
Chart 1:
Performance of German 10-year government bond yields (red) vs Danish
10-year government bonds yields (blue)
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Source: Nordea Analytics, as at 31.12.2017.

* investing for their own account – according to MiFID definition

Dec-17

Oct-17

Nov-17

Sep-17

Jul-17

Aug-17

Jun-17

Apr-17

May-17

Mar-17

Jan-17

Feb-17

Dec-16

Oct-16

Nov-16

Sep-16

Jul-16

Aug-16

Jun-16

Apr-16

May-16

Mar-16

Jan-16

Feb-16

–0.4 %

Stable interest rates without significant fluctuations in
either direction are particularly beneficial to the performance of callable Danish government bonds. If interest
rates fall too much, leading to higher bond prices, an
increasing number of borrowers exercise their right to
call the bonds at par. If, on the other hand, interest rates
climb, leading to falling bond prices, the duration of the
bonds increases as the probability of calls declines. This
effect is called negative convexity. Both scenarios are
disadvantageous for investors in callable bonds since
they face either refinancing risk (in the event of falling interest rates) or higher interest rate sensitivity (if
interest rates go up). In an environment of stable interest rates, however, investors in callable covered bonds
benefit from the additional return generated from the
option premium. As we will see later, this fact made
Danish callable bonds by far the most attractive segment
in the Danish mortgage bond market.

New regulation spells greater investor
protection
2017 saw the implementation of some new regulation
as well as new initiatives designed to ensure the solvency of debtors and therefore increase investor protection. At present, debtors are only allowed to enter into
short-term variable loan contracts to the extent that they
would be able to take out a fixed-term 30 year loan at a
minimum interest rate of 4 % (or, if higher, the benchmark interest rate +1 %).
These rules will be further tightened next year. Mortgage financing will become tougher for households
whose leverage is equal to or exceeds four times their
disposable annual income or who have a loan to value
ratio in excess of 60 %: they will neither be able to take
out variable loans with a maturity of less than 5 years
nor will they be allowed to take out loans with an initial
interest-only period and no principal repayments if
these loans have variable interest rates. These measures
have been put in place to ensure a stable housing market
while increasing protection against rising interest rates.

Strong development of Danish covered bonds –
also thanks to foreign investors
In their search for yield in today’s low interest rate environment and the negative or low yields of high quality
government bonds, investors are inevitably drawn to
Danish covered bonds with their outstanding credit
qualities: over 95 % carry the top AAA rating.
The fact that the Danish covered bond market also
remains one of the most liquid bond markets globally is
another reason why investors focus on this market. The
Danish mortgage system is based on the so-called “balancing principle” that has been in existence since 1850
and ensures that interest and principal repayments of
debtors are matched to at least 99 % of the payments to
the mortgage bond holders. This unique transparency is
a key characteristic of the Danish mortgage bond market
and is one of the reasons Denmark overtook Germany
as Europe’ biggest covered bond market in 2016. Particularly in times of crisis as, for instance, during the
property crisis, the liquidity of individual segments of
the Danish covered bond market even exceeded that of
Danish government bonds.
These are some of the reasons the percentage of foreign
investors reached a record high of around 30 % in 2017.
They invested predominantly in callable Danish mortgage bonds, helping to drive strong outperformance
from this segment 2017. It outperformed government
bonds with similar maturities by about 4.5 % as the
following chart illustrates.
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Of all government sponsored loans (which have a current total value of EUR 24 billion), only bonds totalling
about EUR 14 billion, approximately 4 % of the entire
Danish mortgage bond market, will be affected by this
agreement. The effects of this new initiative on the market should therefore be only moderate.

Performance of callable Danish 5-year mortgage bonds (blue) vs. 5-year
Danish government bonds (red)

Performance

On 23rd November, the Danish government presented a
new agreement with the country’s mortgage institutions
that regulates loan financing for social housing. Financing will come in the form of government-secured mortgage bonds issued by an independent “capital centre”.
This agreement applies to all government-sponsored
social housing loans. The new bonds will be rated AAA
and have a regulatory risk weighting of 0 %, which puts
them on the same level as government bonds from a
safety perspective.

Chart 2:

Danish government bonds ( 5 years)

Source: Nordea Analytics, as at 31.12.2017; Period under consideration: 01.01.2017 – 31.12.2017.
The performance represented is historical; past performance is not a reliable indicator of
future results and investors may not recover the full amount invested. There can be no warranty that an investment objective, targeted returns and results of an investment structure
is achieved. Comparison with other financial products or benchmarks is only meant for
indicative purposes.

Over the course of the year, all segments of the Danish mortgage bond market significantly outperformed
Danish government bonds with comparable durations.
This is especially true for the callable segment given
the growing interest of foreign investors combined with
the above-mentioned stable interest rate environment.
Within this segment, callable bonds with low coupons
outperformed their high-coupon counterparts in response to the above-mentioned initiative for social housing loans. Overall, the excess yield of Danish callable
bonds versus Danish government bonds of comparable
duration peaked at 6 % and on average has been around
4 % as illustrated in the chart below.
Chart 3:
Return of Danish government bonds (blue squares) versus returns of the
individual segments of the Danish mortgage bond market across various
maturities in 2017
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may not recover the full amount invested.

Development of the Danish economy
The Danish economy not only continued its upwards
trend in 2017, it also demonstrated for the first time in 10
years that it has fully recovered from the last crisis. Employment is on the rise, consumption is growing consistently, companies benefit from the global economic recovery, and property prices are trending upwards, not just
in Copenhagen but also increasingly in rural areas. We
therefore currently expect GDP growth for 2017 to come
in at 2.2 % – the highest level since 2006. Growth also is
expected to continue in the years ahead, although higher
interest rates and labour shortage may have some impact.
Consumers in buying frenzy
The continued increase in consumption is without
doubt the main driver of the recovery. We expect private
consumption spending to grow by 2.5 % in 2017 – the
biggest increase in more than ten years. This “buying
frenzy” seems even more important as households are
also reducing their debt-to-income ratio, which means
that this increase in consumption, far from being a nine
day’s wonder, could actually evolve into a sustainable
trend.
Companies take the cue
In the first half of 2017, manufacturing companies
– particularly in the drug, metals and food sectors –
reported record production levels. Confidence indicators
suggest that this trend will continue in the years ahead
particularly since investment volumes and the demand
for company borrowing are on the increase.
Exports benefit from global growth
Danish exports have likely risen by approximately 4% in
2017 on the back of global growth, making last year the
best for exporters since 2011 and the export sector a major contributor to Denmark’s GDP even though imports
also edged higher.
Unsurprisingly, this has immediate positive effects on
the current account surplus, which looks likely to reach
a record of approximately 9 % of GDP in 2017. The year
ahead should therefore be uneventful for the Danish
kroner which, though currently trading rather strong
compared to the USD, does not require weakening
thanks to these record numbers. As a result, interest
rates will remain low in Denmark in order to keep the
currency within its trading range to the EUR.
Labour market a spoilsport?
Of course, improved economic conditions also lead to
an increasingly frantic search for qualified labour in the
corporate sector. While the number of foreign employees
has grown consistently since the beginning of the recovery to now 8 % of the working population, the number of
companies suffering from staff shortage has now risen
to its highest level in 10 years.

Property prices continue to rise
As borrowing rates have reached historic lows and
discretionary household incomes increase, more and
more families have entered the property market, pushing prices of single-family houses up by about 4 % on
average while prices for condominiums grew by about
10 %. In contrast to previous years, this trend towards
higher prices has now moved beyond large cities such
as Copenhagen to more rural areas. In fact, prices rose
most in Bornholm and Zeeland.
Could this trend grow into a full-blown property bubble? We do not think so because many metrics show a
different picture. For one, property prices are still moderate compared to the other Nordic countries. As noted,
the property boom is mainly a consequence of the low
interest rates in our opinion. The overall burden households have to shoulder for purchasing property, which
amounted to 50 % of income and more in 2007/2008, has
fallen to 25 % of income over the last year. The reduced
household burden of property purchase is illustrated by
the fact that late payments on existing mortgage loans
have been falling consistently to a multi-year low of
0.20 %. Needless to say, higher property prices also result in lower loan to value ratios, creating an additional
safety buffer in the unlikely event of a market correction.
We believe that the development of property prices is in
line with a more optimistic economic outlook.
Overall, nothing seems likely to stop a sustainable,
multi-year growth in Denmark. We cannot identify any
domestic headwinds: threats to this optimistic scenario
would be slower global growth or unpredictable political or economic risks.

Outlook 2018: A strong alternative in the
low interest rate environment
Investors find it increasingly hard to generate positive
returns in the fixed income space without compromising on credit quality, particularly in today’s low interest
rate environment. Last year’s interest by foreign investors indicates that evermore players are zeroing in on
Danish mortgage bonds, a thoroughly solid, liquid asset
class with outstanding credit quality. This momentum
is further supported by the excellent economic outlook,
stability and characteristics of the Danish mortgage
bond market and the increasing investor protection from
stricter borrower requirements. In addition, Danish mortgage bonds continue to offer attractive returns compared
to their European counterparts and government bonds.
The expected return of the Nordea 1 – Danish Mortgage
Bond Fund for the next 12 months, for instance, amounts
to 1.44 %1 gross of fees as at 31 December 2017 based on
stable interest rates and spread levels.

1) Source: Nordea Investment Management AB, Nordea Analytics, 31.12.2017. The data shown are option adjusted and as estimated by Nordea Investment Management AB. They are based on assumptions and
information obtained from a third-party model at the time of writing. No guarantee can be given as to the accuracy of this information nor can there be any guarantee that the estimates will materialise in the future.
The performance represented is indicative only and not a reliable prediction of future events. As at: 31.12.2017. There can be no guarantee that targets, targeted returns or the returns of an investment
structure will be achieved.

It also seems excessive to consider the heightened interest of foreign investors in Danish mortgage bonds a
risk. True, selling foreign holdings is almost a knee-jerk
reaction in a crisis and a massive sell-off would certainly
put Danish mortgage bonds under price pressure but
the Danish mortgage bond market is still dominated by
domestic investors.
One of the biggest risks for Danish mortgage bonds
would come from a large rise in interest rates over a
short period of time. The instruments’ negative convexity means that investors in callable Danish mortgage
bonds would lose significantly more money than investors in government bonds or non-callable mortgage
bonds in this event. However the ECB’s policy appears
predictable at the moment and major hikes are very
unlikely during the remainder of Mario Draghi’s term
(until 2019), which makes this risk modest as well.
The greatest risk for investors resides arguably in the
current spread levels of callable bonds since the heightened interest and the very strong performance of callable bonds it triggered led to massive spread tightening
in 2017 as is illustrated in the chart below:
Chart 4:

the current high focus on the callable segment, investors
should also carefully analyse the advantages of noncallable bonds and short-term floaters. Expertise and
flexible asset allocation will become a key success factor
in 2018.
Nordea Asset Management, the leading manager of
fixed income investing in the Nordic region, has a
highly experienced and multiple award winning line-up
in its Danish Fixed Income & Euro Covered Bond team,
which has particular expertise in the Danish mortgage
bond market. The Nordea 1 – Danish Mortgage Bond
Fund, which has been in existence since 1997, offers
investors the opportunity to participate in the performance of Danish mortgage bonds. The fund seeks to
protect investor capital and to consistently outperform
the average interest rate level in Denmark.
Performance per calendar year since inception:
10 %

Nordea 1- Danish Mortgage Bond Fund BP-DKK
8.8 %

8%

7.1 %

6.6 %
6%

Performance in %

At the same time, risks are minimal. The Danish mortgage bond market is far from overheating and develops
in line with improving economic conditions.
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Source: Nordea Investment Funds S.A. Period under consideration: 15.02.1997 – 31.12.2017. Performance calculated NAV to NAV (net of fees and Luxembourg taxes) in the currency of the respective share class, gross income and dividends reinvested, excluding initial and exit charges as per
31.12.2017. Initial and exit charges could affect the value of the performance. 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 shares can greatly
fluctuate as a result of the sub-fund’s investment policy and cannot be ensured. If the currency of the respective share class differs from the currency of the country where the investor resides
the represented performance might vary due to currency fluctuations.
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The chart shows that the current spread level is slightly
below its long-term average, however it is still significantly above the lows of the last decade. As such, the
asset class compares well to many high yield markets
where spreads reached multi-year lows in 2017, since
the market for callable Danish mortgage bonds could
still absorb some additional spread tightening. Spread
widening risks seem small.
Still, the performance in 2017 particularly in the callable segment has shown that bonds with low and high
coupons can yield rather different results. And despite

ISIN-codes

Danish Fixed Income & Euro
Covered Bond Team
Luxembourg
LU0076315968 (BP-DKK)/LU0229519045 (BI-DKK)
LU0255620204 (AP-DKK)/LU0476538607 (AI-DKK)

Annual management fees


0.60 % (BP-DKK / AP-DKK)
0.30 % (BI-DKK / AI-DKK)
DKK

Base currency
Fund size in millions

5,764.06

Number of positions

90

Launch dates


21.02.1997 (BP-DKK) / 02.11.2005 (BI-DKK)
01.07.2006 (AP-DKK) / 14.01.2010 (AI-DKK)

Source: Nordea Investment Funds S.A., as at 31.12.2017.

The big picture – the European covered
bond market
• Strong development of European covered bonds in
2017 on the back of the ECB’s purchasing programme
• Attractive return potential in the current low yield
environment
• Diversification offers a new solution to a turn-around in
interest rates

Review of 2017
After a broad-based widening of European covered
bond spreads towards the end of 2016, many investors
took advantage of these attractive levels to increase
their exposure at the beginning of 2017. Combined with
the ECB‘s buying programme, this resulted in stronger
demand for European covered bonds. The supply side
is also to some degree influenced by the ECB at the moment because the central bank continues to engage in
targeted longer-term refinancing operations, which enables banks to refinance themselves at low costs via the
ECB rather than having to issue bonds in the market. In
summary, demand exceeded supply the past year, which
meant that 2017 was a strong year for European covered
bonds. The Iboxx EUR Covered Bond index, for instance,
increased by 0.59 % over the course of the year.
Any attempt to explain this fact exclusively via the supply/demand dynamics would, however, overlook the
attractiveness of this asset class. Particularly in today‘s
low interest rate environment, investors increasingly
recognise that the European covered bond market continues to offer positive returns beyond those achievable
with government bonds – while not necessitating them
to compromise on their risk profiles.
This supportive market environment has not gone unnoticed by previous participants in the covered bond
market in 2017: after years of abstinence, Greece and
Portugal again issued covered bonds.

Outlook 2018 – still attractive in relative
terms
Needless to say, the attractiveness of the covered bond
market is not without drawbacks. One is spread tightening on the back of heightened investor interest. However,
a comparison with senior corporate bonds reveals that
both instruments trade at fairly similar spread levels in
many countries (taking Australia as a recent example).

The lack of distinction between the spread of mortgage
bonds and senior corporate bonds indicates that investors see little difference between the risk levels of
the two bonds. The additional safety provided by the
covered bonds’ cover pool, which represents a second
collateral level, is completely “overlooked”. From this
relative point of view therefore, covered bonds still look
very attractive.
In addition, supply and demand will remain an important factor for the development of European mortgage
bonds in 2018, as they have been in the past.
On the supply side, banks will likely resort to corporate
bonds as their preferred refinancing instrument due
to their low spread levels. This and regulatory requirements for banks will likely lead to more subdued issuance in the European mortgage bond market which we
anticipate to come in at approximately EUR 115 billion.
This roughly corresponds to the value of bonds maturing this year.
Demand will remain dominated by the ECB’s repurchase program under which the central bank will only
buy EUR 30 billion per month from January instead of
the current EUR 60 billion. Recently many investors
were worried about the tapering of the buying programme. However this reduction will not directly affect
the European covered bond market since the ECB has
already cut back its repurchase volume in this market
from the original EUR 12 billion per month to now only
EUR 3-4 billion per month. This sum corresponds in
large parts to the ECB’s refinancing needs from maturing instruments. The ECB will remain a predictable
player as long as it continues to roll over maturing securities and keeps the overall volume on its books constant.
Overall, we expect a slight demand overhang that
should support the development of European mortgage
bonds.

The Nordea 1 – European Covered Bond
Fund in the context of the market
In short: nothing has changed for the Nordea 1 – European Covered Bond Fund. In 2017, the portfolio management team again succeeded in significantly outperforming the Iboxx Eur Covered Bond index (in the BP-EUR
share class)2. The team has generated strong alpha each
year since the inception of the fund six years ago - a fact
that becomes increasingly important particularly in today’s low interest rate environment and proves that active management is of crucial importance in this market.
Expertise makes all the difference!

2) Source: Nordea Investment Funds S.A. Period under consideration: 01.01.2017 – 31.12.2017. Performance calculated NAV to NAV (net of fees and Luxembourg taxes) in the currency of the respective share
class, gross income and dividends reinvested, excluding initial and exit charges as per 31.12.2017. Initial and exit charges could affect the value of the performance. 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 shares can greatly fluctuate as a result of the sub-fund’s
investment policy and cannot be ensured. If the currency of the respective share class differs from the currency of the country where the investor resides the represented performance might vary due to
currency fluctuations.

• A strong alpha generation track record

Performance per calendar year since inception:

> Excellent track record proves that the team can generate alpha consistently without increasing portfolio
risk
• Only limited interest-rate risk
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Source: Nordea Investment Funds S.A. Period under consideration: 30.01.2012 – 31.12.2017.
Performance calculated NAV to NAV (net of fees and Luxembourg taxes) in the currency of the
respective share class, gross income and dividends reinvested, excluding initial and exit charges as
per 31.12.2017. Initial and exit charges could affect the value of the performance. 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 shares can greatly
fluctuate as a result of the sub-fund’s investment policy and cannot be ensured. If the
currency of the respective share class differs from the currency of the country where the investor
resides the represented performance might vary due to currency fluctuations.

Since its inception several months ago, the Nordea 1 –
Low Duration European Covered Bond Fund has
already raised EUR 246 million in investor money (as
at: 31/12/2017). This reflects the need of investors for
alternatives in low-risk asset classes:
Please do not hesitate to contact us and learn more about
this interesting solution.
Nordea 1 - Low Duration European Covered Bond Fund
Fund manager

Nordea 1 - European Covered Bond Fund

Fund domicile
ISIN-codes

Fund domicile

Danish Fixed Income & Euro
Covered Bond Team
Luxembourg

Fund manager

LU0076315455 (BP-EUR) / LU0539144625 (BI-EUR)
LU0733666746 (AP-EUR) / LU0733665771 (AI-EUR)

Annual management fees


0.60 % (BP-EUR / AP-EUR)
0.30 % (BI-EUR / AI-EUR)
EUR

Base currency
Fund size in millions

886.68

Number of positions

77

Source: Nordea Investment Funds S.A., as at 31.12.2017.

A new fund to prepare for the upcoming
interest rate trend reversal
We have developed a new fund, launched in October
2017, for investors who fear that interest rates will trend
upwards and would like to reduce the duration risk in
their portfolio in response. This new addition to our
fund range, the Nordea 1 – Low Duration European
Covered Bond Fund, combines the attractive alpha
opportunities of our existing investment solution with
significantly lower interest rate risk.
Clients investing in this innovative investment solution
benefit from:
• An asset class that meets highest safety standards
> No defaults for more than 200 years; dual safety and
preferred treatment under EU regulation
• A dedicated and experienced investment team
> Responsible for EUR 39 billion in assets under management (as at 30/09/2017) and with more than 18
years of experience, on average, in the covered bond
segment

Danish Fixed Income & European
Covered Bond Team
Luxembourg

ISIN-codes
Annual management fees


LU1694212348 (BP-EUR)
LU1694214633 (BI-EUR)
0.50 % (BP-EUR)
0.25 % (BI-EUR)

Base currency

EUR

Fund size in millions

246

Source: Nordea Investment Funds S.A., as at 31.12.2017.

Source (unless otherwise stated): Nordea Investment Funds S.A.. Period under consideration (unless otherwise stated): 15.02.1997 – 31.12.2017. Performance calculated NAV to NAV (net of fees and Luxembourg
taxes) in the currency of the respective share class, gross income and dividends reinvested, excluding initial and exit charges as per 31.12.2017. Initial and exit charges could affect the value of the performance. 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 shares can greatly
fluctuate as a result of the sub-fund’s investment policy and cannot be ensured. If the currency of the respective share class differs from the currency of the country where the investor resides the
represented performance might vary due to currency fluctuations. 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. 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. only publishes product-related information and does not make any investment recommendations. 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. Additional information for investors in Switzerland: The Swiss Representative and Paying Agent is BNP Paribas Securities Services, Paris,
succursale de Zurich, Selnaustrasse 16, CH-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, D-60311 Frankfurt am Main. A hard copy of the above-mentioned fund documentation is also available from here. Additional information for investors in Austria: Sub-paying Agent
and Representative in Austria is Erste Bank der Österreichischen Sparkassen AG, Am Belvedere 1, A-1100 Vienna. 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, 75013 Paris. Investors are advised to conduct thorough research before making any investment decision. Additional
information for investors in Belgium: The Representative Agent in Belgium is BNP Paribas Securities Services S.C.A., Brussels branch, 25 Rue de Loxum, Brussels, B-1000-Belgium. A hard copy of the abovementioned 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., Paseo de la Castellana 9, ES-28046 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. Our distributor 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, at State Street Bank International
GmbH – Succursale Italia, branches (located in the main towns of each region), BNP Paribas Securities Services - Succursale di Milano, Banca Sella Holding S.p.A, Banca Monte dei Paschi di Siena S.p.A., Allfunds
Bank S.A. Succursale di Milano, Société Générale Securities Services S.p.A. 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 sub-funds have been published with Consob. Additional information for investors in the United Kingdom: Approved by Nordea Bank AB, 5 Aldermanbury Square, London EC2V 7AZ,
which is regulated by the FCA in the United Kingdom. Additional information for investors in Sweden: The Paying Agent is Nordea Bank AB (publ), Smålandsgatan 17, Stockholm SE-105 71. The
Representative Agent is Nordea Funds Ltd, Swedish Branch, Mäster Samuelsgatan 21, Stockholm, SE-105 71. Additional information for investors in Denmark: The Information and Paying Agent is Nordea
Danmark, filial af Nordea Bank AB (publ), Sverige, Strandgade 3, Christiansbro, DK-1401 Copenhagen K. A hard copy of the above-mentioned fund documentation is available here. Additional information for
investors in Norway: The Paying Agent is Nordea Bank AB (publ), Filial i Norge, Essendrops gate 7, Postboks 1166 Sentrum, NO-0107 Oslo. The Representative Agent is Nordea Funds Ltd., Norwegian Branch,
Essendrops gate 7, Postboks 1166 Sentrum, NO-0107 Oslo. Additional information for investors in Finland: The Paying Agent is Nordea Bank AB (publ), Finnish Branch, Satamaradankatu 5, FI-00020
NORDEA, Helsinki. The Representative Agent is Nordea Funds Ltd, Satamaradankatu 5, FI-00020 NORDEA, Helsinki. Additional information for investors in Latvia: The Representative and Paying Agent is
Luminor Bank AS, Skanstes iela 12, Riga, LV-1013. Additional information for investors in Estonia: The Representative and Paying Agent in Estonia is Luminor Bank AS, Liivalaia 45, 10145 Tallinn.
Additional information for investors in Lithuania: The Representative and Paying Agent in Lithuania is Luminor Bank AB, Konstitucijos pr. 21A, 03601 Vilnius. Shareholders must evaluate possible investment
risks and take this into consideration when making investment decisions. Information for investors in Brazil: Nordea 1, SICAV have not been, and will not be, registered with the CVM and may not be offered or
sold in Brazil except in circumstances which do not constitute a public offering or distribution under Brazilian laws and regulations. Investors within Brazil should consult with their own counsel as to the applicability
of these laws and regulations or any exemption there from. This material aims to provide information only and does not constitute and should not be construed as an offer to buy or sell or solicitation of an offer to buy
or sell any security or financial instrument. 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 independent 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.

