Status report

CB European Quality Fund

Trend reversal: interest rates up, quality stocks down
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Analysis: Inflation and rising interest rates Status report

Inflation on the rise in the US Global ISM/PMI suggests US 10-year
treasury yield should be 2.2%
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Analysis: Inflation and rising interest rates Status report

® Since July 2016 there has been a strong trend reversal in the market: the long term interest rate has started to rise
(from historically low levels) making quality stocks (*bond proxies”) relatively less attractive compared to more cyclical
value stocks.

® The graph highlights this inverted relationship: when the US 10Y bond yield rises, quality stocks underperform
relative to value stocks. The US 10Y bond yield has risen from 1.45% to 1.8% since July, at the same time quality
stocks have underperformed 10% relative to value stocks.

The US 10Y bond yield (right axis) and quality stocks relative to value

stocks (left axis)
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Analysis: Growth and value stocks Status report

® The market can be divided into two main categories: growth and value stocks. The first one is characterized by
high growth while the latter is characterized by low valuations.

The graph displays periods of outperformance for growth stocks (orange lines) and value stocks (blue lines),
respectively. Trend reversals often occur around the red dashed lines.

The three latest periods of outperformance for growth stocks relative to value stocks were October 2006-February
2009, August 2009-May 2012 and July 2014-July 2016 (red arrows). We believe that a new trend of
outperformance for value stocks has begun (black arrow).

Periods of outperformance for growth and value stocks, respectively
(MSCI Europe Growth resp. MSCI Europe Value)
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Analysis: Growth and value stocks Status report

® With data since 1969, we have identified 11 trend reversals where value stocks have outperformed
growth stocks (blue lines on the previous page). Five of these are similar to the trend reversal that started in
July 2016 (black line below), defined as strong outperformance for value stocks during a short period of time.

® This time value stocks have outperformed growth stocks by 8% during three months.
® The strongest value trend started in 2000 and ended after 19 months with 56% outperformance for
value stocks.
® A strong trend reversal gives us reason to believe in continued outperformance for value stocks
(none of the trend reversals below have been shorter than six months).

The current trend reversal is similar to five previous dittos
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CB European Quality Fund: Performance Status report

The fund and index, 12 months (EUR)
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105 - == CB European Quality Fund A (EUR) \
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The fund (EQF) and the benchmark index, 10 years (EUR 100 Ty .
150 - (EQF) 1Y (EUR) 150 ‘\ During the last 12
——CB European Quality Fund SICAV A % \ -7.7% months, the fund
—— MSCI Europe Net (EUR) \f\;\ o | 0.6% has underperformed
1% : relative to the
85 ! index. We have seen
100 % two periods of
Oct-15 Dec-15 Feb-16 Apr-16 Jun-16 Aug-16 Oct-16 trend V‘@V@VS&I{S
6% where value stocks
rs % o e have outperformed
4 strongly against
50 : : : ‘ ! 50 1 growth stocks: April
Oct-06 Oct-08 Oct-10 Oct-12 Oct-14 Oct-16 i;o: OF 2016 and FVOVV\

July (red arrvows).

0% -
1% -

B CB European Quality Fund A vs MSCI Europe Net

.2% i S—
% -2.1% J

-4%

Oct-15 Dec-15 Feb-16 Apr-16 Jun-16 Aug-16 Oct-16
Key ratios (10 years) EQF Index
Performance, % +23.2 +24.0
Standard deviation, % 15.5 20.7
Sharpei(0%o) SO L The Fund has — after the strong trend reversal —
Max drawdown, % -46.8 -58.5 performed in line with the index, but has due to
Beta against MSCI Europe +0.66 the low risk (beta: 0.66) a positive alpha. The risk
Alpha against MSCI Europe, % p.a.  +0.67 adjusted return, Sharpe, is also higher compared
Consistency with MSCI Europe, % 49.6 to the index.
Tracking error , % 10.22
Information ratio -0.01

Source: MSCI, CB Fonder
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CB European Quality Fund: Performance Status report

The fund has, since the trend reversal
in July, performed better than quality
stocks and in line with growth
stocks — the investment styles that the
fund has the highest correlations with
(table below).

The fund has performed
significantly worse than value
stocks — the investment style that the
fund has the lowest correlation with
(table below).

The fund relative to different investment styles since July, as of 1 November

6%

4%

2%

The fund has the strongest
correlation with quality and growth
stocks, and the lowest correlation
with value stocks. The fund’s
correlation with the European index is
relatively low.

The European index has the strongest
correlations with growth and value
stocks, and the lowest correlation with
quality stocks.

Source: MSCI, CB Fonder
*Monthly data for 2011-10-31 — 2016-10-31, EUR
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The fund’s correlation with different investment styles, 5 years*
EQF Europe Europe Value Europe Growth  Europe Quality
EQF 0.82 0.91 0.90
Europe 0.96 0.92
Europe Value 0.87 0.82
Europe Growth 0.97

Europe Quality
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CB European Quality Fund: Portfolio Status report

The portfolio as of 31 October 2016 Revenue growth, the portfolio and index
14% -
Market ca Share of Share of MSCI

Company Country Sector €bn i AUM Europe 129 | 1% m CB European Quality Fund . [ | o
4 Fresenius Germany Healthcare 35.9 4.7% 0.4% 10% 8% m Stoxx600 10% i a5 i
S Sampo Finland Financials 232 4.4% 0.3% 8% 7% 7% i :
“* Legrand France Industrials 13.6 4.1% 0.2% 6% : :
“¢  Geberit Sw itzerland Industrials 14.3 4.0% 0.2% A% 4% : :
4% Henkel Germany Consumer Staples 46.6 3.8% 0.3% 4% L I- ! !
“" Danske Bank Denmark Financials 27.3 3.8% 0.3% 204, : 1% :
S Vvaleo France Consumer Discr. 12.3 3.6% 0.2% : :
&  prudential UK Financials 383 3.6% 0.6% 0% l. (S=mmee=as T
&*  Sika Switzerland Materials 11.1 3.6% 0.1% 2% - -1% -1%
& sapse Germany m 96.5 35% 1.1% 4% | -2% 8%
“*  Handelsbanken Sw eden Financials 23.8 3.3% 0.3% 2011E 2012E 2013E 2014E 2015E i Average i 2016E
“* Dsv Denmark Industrials 8.1 3.3% 0.1% -
& Vinci France Industrials 38.8 3.1% 0.5% EPS-grOWth, the porthHO and index Lol

AAK Sw eden Consumer Staples 25 3.0% 0.0%
& Hama UK T 44 3.0% 0.0% 25% 1
@  shire UK Healthcare 453 2.9% 0.7% 20% | = CB European Quality Fund
%” Infineon Technologies Germany m 18.1 2.8% 0.3% B Stoxx600 16% imininininintntr

Wirecard Germany T 5.2 2.7% 0.0% 15% 1 oo 14% i !

TKH Group Netherlands Industrials 15 2.6% 0.0% 11% ° 1 i
S"  Orpea France Healthcare 45 2.5% 0.0% 10% - 10% i :
4®  AssaAbloy Sw eden Industrials 18.5 2.4% 0.2% : i
S  Dignity UK Consumer Discr. 15 2.3% 0.0% 5% - 1 1
< sca Sweden Consumer Staples 18.3 2.2% 0.2% 1% 2 i i
S*  Reckitt UK Consumer Staples 56.4 2.2% 0.7% 0% i :
& Bunzl UK Industrials 8.2 2.1% 0.1% 0% | 2% ! 2%
“4*  Schindler Sw itzerland Industrials 18.5 2.1% 0.2% -5% - | 1
&% Kerry Ireland Consumer Staples 115 1.9% 0.2% -6% -6%
& sage Group UK m 8.5 1.9% 0.1% -10% - m————— 5
&  Essior France Healthcare 223 1.5% 0.3% 2011E 2012E 2013E 2014E 2015E ! Average i 2016E
4 Hexagon Sweden m 11.3 1.4% 0.1% LIS
> spirax Sarco UK industrials 36 1.3% 0.0% & m included in one or more of the following
“*  SGs Sw itzerland Industrials 14.4 1.3% 0.1% . of e . . .
& Huhtamaki Finland Materials 3.9 1.3% 0.0% SuSta'nab'l'ty indices:

Total/Median 143 92.0% 7.9% * FTSE4Good. Index

+  Dow Jones Sustainability Europe Index
+  STOXX Europe Sustainability Index

Source: MSCI, Bloomberg, FTSE, Dow Jones, STOXX, Deutsche Bank, CB Fonder
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CB European Quality Fund: Portfolio Status report

Geographical exposure, 36 months Geographical exposure, as of 31 October 2016
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100% 26% m MSCI Europe
90% }
80% . A6 m CB European Quality Fund

20%
70%
Consumer Discretionary
60% -

=Health Care

50% -

10%

% -
40% Materials
30% -
20% A Industrials

0,

10% - Consumer Staples 0%
0% T ¥ T T T T T T - - - \ . :

0\'5 Na NS Na NS N N N N o N "o o “Financials &
& X o o o ¢ o o
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CB European Quality Fund: Portfolio Status report

We have increased our exposure towards companies we believe will benefit relatively more from rising interest rates
and a positive trend for value stocks. Generally, this is a relatively good environment for financials and a relatively bad
environment for consumer staples and health care.

In this climate, we are more sensitive than usual to company specific issues.

Changes in holdings, 31 July — 31 October Changes in sector exposure, 31 July — 31 October
Danske Bank I 4.2,
Valeo —— 3 7/, Financials I 5.9%
SAP IEEEEEESSSSS——— 3.5, IT I 2.6%
Vestas e 2 .0%,
Sodexo XA Utilities 0.0%
TKH — 1.7% icati o
SHB Tl Telecommunication 0.0%
Huhtamaki 1,37 Energy 0.0%
F\':g.::;?;: _1.1:;" Consumer Discr. -0.5% N
Sampo — ().9% Materials 0.7% A
Legrsacr;i :003“5&“’ Industrials -1.6% Il
Sage = 0.3% Health Care -4.5%, I
AAK -0.3%, W=
Capite 0.5%, Consumer Staples  -4.8% NN
SGS -0.7% —
Orpea -1.2%, —
Dignity -1.3% I
Reckitt -1.3% —
Halma -1.3%
Essilor -1.4%, T—
Ingenico -1.4%, —
Kerry =1.4%, T—
Hexagon -1.4%, —
Novozymes -2.0%,
Bunzl -2.0%, —
Nestlé 2.7% E—
Novo Nordisk =3.0% | ——
Continental =3.4% I—

Source: CB Fonder
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CB European Quality Fund: Portfolio Status report

= In a market where value stocks outperform, it is of extra importance that we pay a "fair” price for our holdings: focus on GARP
(Growth At A Reasonable Price).

= The fund’s EPS and revenue growth is 11 and 8 percent for 2017 respectively. Since 2010 the average for these numbers
are 12 and 8 percent respectively. The P/E ratio for 2017 is 19x.

. The index has an expected EPS and revenue growth of 13 and 5 percent for 2017 respectively. These numbers have since 2011
always been estimated to be around these levels for the next year; the actual outcomes have since 2011 always been around
0%. The P/E ratio for 2017 is 14x.

P/aloE ratio, 2010-2017E
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0
Revenue growth, 2010-2017E e zmEnzo2ms 2w a2 2 EPS-growth, 2010-2017E
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Source: Bloomberg, Investopedia, CB Fonder
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CB European Quality Fund: Risk profile Status report

Standard deviation — consistently lower than index*

Standard deviation on a 60-day rolling basis, 3 years Standard deviation, 1-10 years
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Beta against MSCI Europe — consistently <1*

Beta on a 60-day rolling basis, 3 years Beta, 1-10 years
12 12
10 . 10 l0vears 0.66
0.8 | X
y 0.75
0.6 \~/ 0.6
0.4 0.4 3years 0.77
0.2 02
year 0.76
0.0 , , , , , , : : : , : 0.0
Oct-13  Jan-14 Apr-14  Jul-14  Oct-14 Jan-15 Apr-15 Jul-15 Oct-15 Jan-16 Apr-16  Jul-16  Oct-16 0.1 0.2 0.3 0.4 0.5 0.6 0.7 0.8 0.9

m CB European Quality Fund

Source: MSCI, CB Fonder
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Allocation: The fund vs Sweden

Status report

EQF and MSCI Sweden Net, 5 years in EUR

200

180 '[
160
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120

100

—— MSCI Sweden Net
80 -

—— CB European Quality Fund SICAV A

Oct-15

Oct-11 Oct-12 Oct-13 Oct-14

Key ratios (5 yrs)*
Performance, %
Standard deviation, %

Sharpe (0%) +0.56
Maximum drawdown, % -18.6
Beta against MSCI Sweden +0.56
Alpha against MSCI Sweden, % p.a. +2.84

Source: MSCI, CB Fonder
*Data as of 2016-11-01

Oct-16

EQF and MSCI Sweden Net, 3 years in EUR

140
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A
100
Iy |
—— CB European Quality Fund SICAV A
—— MSCI Sweden Net
80 T T !
Oct-13 Oct-14 Oct-15 Oct-16

13

Key ratios (3 yrs)*
Performance, %
Standard deviation, %

Sharpe (0%) +0.19 +0.14
Maximum drawdown, % -18.6 -27.8
Beta against MSCI Sweden +0.61
Alpha against MSCI Sweden, % p.a. +1.04
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Allocation: Europe versus the U.S.

Status report

® Europe has four explicit periods of underperformance against the U.S., all of which bottomed out when the accumulated
underperformance reached ~40%. This time Europe has underperformed by 47%!

® Does a new period of outperformance stand before Europe? Never before (with data going back to 1969) has Europe
underperformed more than today’s 47% and never before has the underperformance lasted as long as today’s 107 months.

MSCI Europe relative to MSCI USA.
Periods of out-/underperformance
Absolute return

(USD)

MSCI MSCI
Europe USA

Time period

Duration
Months

Relative
return

From To

1975-02-28 1976-10-29

1976-10-29 1978-10-31 76% -4% 24
1978-10-31 1985-02-28 34% 132% 76
1985-02-28 1990-10-31  283% 90% 68
1990-10-31 1999-06-30  224% 451% 104
1999-06-30 2007-11-30 102% 15% 101
2007-11-30 2016-10-31 -13% 65% 107

Source: MSCI, CB Fonder
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MSCI Europe relative to MSCI USA, same currency
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Allocation: Europe versus the U.S. Status report

® A trend reversal for value stocks relative to growth stocks has historically been positive for
outperformance by Europe relative to the US. This relationship has been especially strong since 2000.

® US stocks have a higher valuation than European stocks and the US index consists mainly of growth stocks,
especially in IT (Amazon, Facebook, Alphabet among others), while the European index is more tilted towards
value stocks, mainly in finance.

MSCI Europe Value vs MSCI Europe Growth and MSCI Europe vs MSCI USA

140%

120%
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Source: MSCI, CB Fonder 15 CB FONDER



Disclaimer Status report

Issued by CB Asset Management AB. It is intended solely to provide certain information (the “Information”)
about CB European Quality Fund (the “Fund”). CB Asset Management AB has taken all reasonable care to
ensure correctness and accuracy of the Information published in that Article, at the time of its publication.

Share prices and values may increase or decrease and investments are always associated with a risk of
loss. Past performance is never a guarantee for future performance. The information provided in this report
is what we to our knowledge believe are correct based on the information made available to us for the
purpose of this document. No representation or warranty of any nature, express or implied, is made about
its completeness, accuracy, reliability or suitability. Nothing contained in this document shall be deemed to
constitute a financial, legal, tax or other advice of any kind and no information in this document shall
constitute or deem to constitute a solicitation or an offer to purchase, or invest in, any financial products
which are referred to on it.

The offering of the shares of the Fund is restricted in many jurisdictions and must not be marketed or
offered in or to residents of any such jurisdictions unless such marketing or offering is made in compliance
with applicable exemptions for the private placement of collective investment schemes and other
applicable jurisdictional rules and regulations. It is the responsibility of every recipient to inform themselves
and observe applicable regulations and restrictions in their jurisdiction.

Potential investors in the Fund should inform themselves of the applicable laws and regulations of the
countries of their citizenship, residence or domicile and which might be relevant to the subscription,
purchase, holding, conversion and redemption of shares in the Fund.

Should you wish to obtain further information on the Fund, please consult our website, where the
Prospectus, the latest available annual and semi-annual reports, and the Key Investor Information
Document (KIID) of the Fund is provided.

16 CB FONDER



CB FONDER

Active | Ethical | Long-term



