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e Stable Equities underperformed during the last
two years (since August 2016)...

e ...but the trend is turning with Growth momen-
tum fading and defensive equities outperforming

e Stable equities offer attractive valuation and are
well positioned for late cycle concerns

After a difficult period...

During the last two years, we experienced a strong cycli-
cal rally (mainly in Tech companies with stretched valu-
ations) with an unusual strong earnings growth fuelled
by the US tax reform in 2017. During this period, our
Global Stable Equities lagged as investors were in favour
of more cyclical/growth companies (see chart below),
with quality/defensive stocks clearly underperforming
as displayed by MSCI Min Volatility, which reached a
peak of more than 20 % at the end of August 2018.

2 Years Performance
140
130
120
110
100

90
Jul-2016 Nov-2017 Feb-2018 May-2018 Aug-2018

— MSCI World Growth NR EUR — MSCI World Minimum Vol NR EUR

Nov-2018

© 2018 Morningstar, Inc. All Rights Reserved as of (30.11.2018). Period under consideration
01.08.2016 to 30.11.2018.

Since the beginning of 2018, this dispersion in style
widened with growth strongly outperformed quality
stocks. This situation changed later during the year
where we saw a sector rotation in favour of more
defensive companies. At the end of November, the clear
preference for growth stocks vanished, and thereby they
underperformed (see next chart).

Allin all, investors’ focus on growth in 2018, has led

to a clear preference for momentum stocks with high
growth and high valuation, which have considerably
outperformed the most reasonably priced names that we
typically own.
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Our portfolio overweight companies whose expect-
ed growth is around 5-7 %, and in terms of valuations
overweight companies with a PE (price earnings)
ratio of around 14 and trades at a discount to the
market. Additionally, it is important to bear in mind
that although investors were more positive in growth
stocks, our Stable companies still delivered a positive
performance in 2018 with lower drawdown.

...Stable Equities are coming back

In comparison to the beginning of the year, the general
market environment has changed and investors are
looking at fundamentals again.

Our Global Stable Equities benefitted from the renewed
focus on fundamentals and caught-up since the summer,
and specially in October (see chart below), by showing
more resilience.
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Our Stable Equities unveiled part of the value they

have accumulated during the underperformance since
August 2016, when investors started focusing more

on growth. Indeed, in this late cycle phase, character-
ized by increased fear of recession and earnings at the
peak, their solid fundamentals became a competitive
advantage, allowing them to have a strong comeback,
posting positive performance and clearly outperforming
the general market. In addition, the more favourable
valuation of Stable Equities in our portfolio allowed us
to catch up in terms of performance compared to overall
markets.

Since the start of the summer, we experienced a behav-
ioural discrepancy which was also reflected amidst

the FAANG (Facebook, Amazon, Apple, Netflix and
Google), as the stocks with more stretched valuations
experienced a new swan dive, with Facebook and
Netflix losing around 20 % in October. In that scenario,
our Global Stable Equity Fund delivered a steady
performance during the selloff in October in comparison
with hot Tech companies.

Amongst others this is due to the valuation overlay used
in the stock selection process (quality stocks character-
ized by lower risk, stable fundamentals and attractive
valuation). This prevents to invest in companies that
are not attractively valued, and in doing so protects
the portfolio from the sharp drawdowns often asso-
ciated to these high growth momentum stocks (like
Netflix when it did not meet investors” expectations).
The stretched valuation in these kind of Tech companies
is something that we have been cautious about.

...and well positioned for the future

After a bubbly soar of technology and social media
stocks since 2016, these sectors displayed stellar perfor-
mances especially after 2016 US election and as new US
fiscal policy ramped up and pulled investors’ focus on
high growth companies. As an illustration of investors’
hysteria for these market darlings, at some point during
H1-2018 the FAANG represented almost 98 % of the S&P
500 index expansion. This irrational ebullience led to
historical high Price Earnings Ratios (PER) that has not
been seen since the Internet Bubble.

Our Stable Equities, continue to trade at a historically
high valuation discount not only relative to their low
risk peers (i.e. MSCI World Min Vol.) but more impor-
tantly also vs. the overall equity market (MSCI World),
as shown in the following chart.

Hence, there is a lot of value building up and this gap
could very well close either if markets were to face
recessionary fears, or once markets start to recognize the
upside potential that this inconsistency of the current
valuation levels displays.
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We remain confident in our portfolio as we see

very good value in its components. We have seen
how similar gaps in the past, when the difference in
valuation was also not supported by fundamentals, have
always been closed. We believe this difference will start
to tighten and our Stable Equities will once again deliver
superior risk-adjusted performance and unveil their
unlocked value accumulated over the last two years.

In this late cycle phase, investors started to come back to
high quality stocks that were out of favour since the US
election, owed to their lower sensitivity to the economic
cycle as well as investors” bias to the more cyclical
driven sectors of the market. Paired with both normal-
ized valuation and higher business resilience, this trend
could accelerate if the markets are foreseeing a more
recessionary environment in the future.

In this context, our fund has posted positive perfor-
mance and represents an effective tool to control the
drawdown risks that are rising in the market, due to the
potential trade war, the increased political risks and the
concerns about global growth.

Stable equities are a strategy that is existing for over 10
years already and has been able to deliver superior risk-
adjusted returns. Already in the past stable equities have
had periods of relative underperformance, especially in
periods of growth when investors are chasing growth

at all costs. We know that these periods can be tricky
and this is nothing new. However, in the long run the
stable equities have always shown their resilience and
have been able to come back and outperform the broader
market, especially when looking at the risk-adjusted
performance. This is why the portfolio management
team stays true to its investment philosophy and is still
very confident in their current portfolio holdings.

Overall our stable equities have never been so attractive
from a valuation perspective also considering the under-
lying quality of our stocks in the portfolio. If investors
are looking for appealing long-term return potential
then this is a very attractive investment opportunity.

Whatever the future brings, portfolios that display
quality defensive characteristics should navigate the
future better.



The sub-funds mentioned are part of Nordea 1, SICAV, an open-ended Luxembourg-based investment company (Société d'Investissement a 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 bai 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. 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, CH-8002 Zurich, Switzerland. Additional information for investors in Germany: The Information Agent in Germany is Société Générale S.A. Frankfurt Branch, Neue
Mainzer StraBBe 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 Osterreichischen 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 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,, 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 Electronico de Servico 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 Abp, 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 Abp, filial i Sverige, Smalandsgatan 17, Stockholm SE-105 71. The Representative Agent is Nordea Funds Ltd, Swedish Branch, Master Samuelsgatan 21, Stockholm, SE-105 71. Additional information for investors in
Denmark: The Information and Paying Agent is Nordea Danmark, filial af Nordea Bank Abp, Finland, 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 Abp, 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 Abp, 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: 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. Nordea 1, SICAV have not been, and will not be, registered
with the Brazilian Securities Commission (Comissao de Valores Mobilidrios - CVM), and 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.
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