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By its second full month of activity, the fund had largely completed its
portfolio build-out. By the end of March, it was most heavily invested in
the banking sector, which made up one-third of the portfolio. By home
country, banking sector allocations are distributed between US,
Western European, Scandinavian, Polish and Baltic banks. Another
significant type of bond in the fund’s portfolio is covered bonds. Covered
bonds have a long history in Europe for financing home loans — besides
the bank’s own guarantee, mortgage loans (and indirectly, the real
estate associated with the mortgages) are pooled specifically to secure
the bonds, which makes covered bonds the most stable bond class. For
the fund in question, we have selected covered bonds in equal measure
from four large European home loan markets — Germany, Scandinavia,
France and Spain. Since bonds from non-financial-sector companies
are currently not at an attractive price level, the share of these securities
in the funds is currently lower than they will ordinarily be.

At the same time, the fund entirely lacks issuers with lower credit quality
— as of late March, subordinated bonds from Luminor Bank had the
lowest rating in the portfolio. As of the end of the month, we had invested
close to 70% of the fund’s volume into bonds. The fund also earns
floating interest rate based income from its cash position, but ordinarily
our preference is for bonds and almost all of the fund’s portfolio is
expected to be allocated in the coming weeks.

The most important event on the European bond market in the past
month was German Parliament passing a major increase in public
borrowing. More borrowing means higher interest rates, which lowered
bond prices. As a result, the fund was slightly in the red for the month.
When the plan is implemented, the German government loan market
growth in the coming years will be significant and interest rates will also
be higher than previous expectations. Government bonds are not our
first preference as far as asset classes are concerned, but their higher
interest rates would also spill over to types of securities that are in our
sphere of interest.
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4.79%

NORDEA BANK ABP
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The past performance of the investment fund does not guarantee or indicate the future performance of the fund in subsequent periods. The information provided
should not be construed as investment advice, an investment recommendation, or any other investment or ancillary service. Please refer to the fund's
prospectus and the key investor information, and request additional information at lhv.ee/investment-funds. The LHV Euro Bond Fund is managed by AS LHV
Asset Management. The historical average returns of the fund for calendar years are presented as geometric averages.
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Geographical distribution
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