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Share price compared to fundamental fair value

 Share prices only approximate to fundamental fair value

 Investment time horizon determines the relative importance of fundamentals versus share price momentum in stock picking
- A ‘low-quality’ company can be a ‘good’ stock in the short term and a ‘good’ company can be a ‘bad’ stock if the time horizon is too short
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Look for price AND fundamental momentum for shorter-term trades
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 Trying to time peaks and troughs is not recommended – look for cases that are already working (being early can be very expensive)

 Prices normally lead fundamentals (consensus estimates are a lagging indicator)

 Share price momentum without fundamental momentum can be prone to very sharp reversals

Elopak share price and consensus EPS Tieto share price and consensus EPS
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Calculating a P/E ratio does not give you an investment ‘edge’

 For short time horizons, valuation has a very low predictive power for future returns (but tells you something about risk)

 The longer your time horizon, the more important valuation becomes

OSEBX P/E versus 10-year forward returnsOSEBX P/E versus 1-year forward returns
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Risk management: ‘Cut your losses and let your winners run’ & Diversification

Stop-loss – need to define stop-loss levels before entering the trade
- Avoids bad decision-making due to loss aversion

- e.g. if the shares decline 10% from your entry level cut half the position, another 5% down, cut the rest

Markets over-react to good and bad news – trailing stop-losses can be a good way to determine when to exit 
winning trades
- Portfolio outperformance is often driven by a few ‘home runs’ – keep winners until they stop working

- e.g. wait until an outperforming stock declines 5% from its highs before starting to take profits (don’t sell new highs)

Risk management can be more important than stock-picking for profitable trading performance
- A portfolio of 10 winners and 10 losers can be profitable if the losers have a maximum loss of 10% (i.e. use a stop-loss) but let the winners run 

(assuming there are a few that gain more than 10%)

Diversification (i): reduce the risks from bad luck

Diversification (ii): avoid unintentional macro trades
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Example (I): Protector Forsikring

 Macro theme: Insurance sector benefits from strong pricing power which should provide more resilient profitability than for most other 
sectors

 Protector has room for profitable long-term growth as it is still a small niche operator focusing on corporates and the public sector

 Attractive valuation at 14x P/E and 4% dividend yield

Share price (NOK dividend-adjusted) Consensus EPS (NOK)
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Example (II): Storebrand

 Macro theme: Structural growth from growing demand for pensions and savings products

 Transition from guaranteed products to fee-based products releases capital that can be paid out as dividends and buybacks

 Fee-based business is lower risk, supporting a higher valuation than historically

Share price (NOK dividend-adjusted) Consensus EPS (NOK)
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Example (III): Veidekke

 Macro theme: Pent-up demand for home building and structural growth from rehabilitating older buildings to meet EU energy 
efficiency requirements

 High-quality company with strong balance sheet, high return on equity and strong execution track record

 Attractive valuation with 7% dividend yield

Share price (NOK, dividend-adjusted) Consensus EPS (USD)

60

70

80

90

100

110

120

130

140

16.11.2021 16.06.2022 16.01.2023 16.08.2023 16.03.2024 16.10.2024

Share Price 200 Day Moving Average

7.5

8.0

8.5

9.0

9.5

10.0

12.05.2023 27.08.2023 12.12.2023 28.03.2024 13.07.2024 28.10.2024

2024e 2025e



DISCLAIMER
This note (the “Note”) must be read in conjunction with published research notes and/or DNB Analyst Communication of DNB Markets. The Note must be seen as marketing material and not as an investment recommendation within the meaning of Regulation (EU) NO
596/2014 on market abuse (Market Abuse Regulation) and associated rules, implemented in the relevant jurisdiction.
The Note has been prepared by DNB Markets, a division of DNB Bank ASA. DNB Bank ASA is a part of the DNB Group. The Note is based on information obtained from public sources that DNB Markets believes to be reliable but which DNB Markets has not independently verified, and DNB
Markets makes no guarantee, representation or warranty as to its accuracy or completeness. Any opinions expressed herein reflect DNB Markets’ judgement at the time the Note was prepared and are subject to change without notice. The Note should not be relied on and is not a substitute
for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. No DNB Party is acting as fiduciary or investment advisor in connection with the dissemination of the Note. Any use of non-DNB logos
in this Note is solely for the purpose of assisting in identifying the relevant issuer. DNB is not affiliated with any such issuer. The Note is for clients only, and not for publication, and has been prepared for information purposes only by DNB Markets.
The Note is the property of DNB Markets. DNB Markets retains all intellectual property rights (including, but not limited to, copyright) relating to the Note Sell-side investment firms are not allowed any commercial use (including, but not limited to, reproduction and redistribution) of the Note
contents, either partially or in full, without DNB Markets’ explicit and prior written consent. However, buy-side investment firms may use the Note when making investment decisions, and may also base investment advice given to clients on the Note. Such use is dependent on the buy-side
investment firm citing DNB Markets as the source.
The Note shall not be used for any unlawful or unauthorized purposes. The Bank, its affiliates, and any third-party providers, as well as their directors, officers, shareholders, employees or agents (individually, each a “DNB Party”; collectively, “DNB Parties”) do not guarantee the accuracy,
completeness, timeliness or availability of the Note. DNB Parties are not responsible for any errors or omissions, regardless of the cause, nor for the results obtained from the use of the Note, nor for the security or maintenance of any data input by the user. The Note is provided on an “as is”
basis. DNB PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR
DEFECTS, THAT THE NOTE’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE NOTE WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall DNB Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory,
punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs) in connection with any use of the Note, even if advised of the possibility of such damages.
Confidentiality rules and internal rules restrict the exchange of information between different parts of the Bank and this may prevent employees of DNB Markets who are preparing the Note from utilizing or being aware of information available in DNB Markets/the Bank that may be relevant to
the recipients of the Note. Please see DNB Markets' website (dnb.no/disclaimer/MAR) for information in accordance with Market Abuse Regulation (MAR). This website contains information about our published investment recommendations and potential conflicts of interest. Please contact
DNB Markets at 08940 (+47 915 08940) for further information and inquiries regarding this Note.
The Note is not an offer to buy or sell any security or other financial instrument or to participate in any investment strategy. Distribution of material like the Note is in certain jurisdictions restricted by law. Persons in possession of the Note should seek further guidance regarding such restrictions
before distributing the Note.
The Note has been prepared by DNB Markets, a division of DNB Bank ASA, a Norwegian bank organized under the laws of the Kingdom of Norway and under supervision by the Norwegian Financial Supervisory Authority, The Monetary Authority of Singapore, and on a limited basis by the
Financial Conduct Authority and the Prudential Regulation Authority of the UK, and the Financial Supervisory Authority of Sweden. Details about the extent of our regulation by local authorities outside Norway are available from us on request.
Information about DNB Markets can be found at www.dnb.no/markets.

Additional information for clients in Singapore
The Note has been distributed by the Singapore Branch of DNB Bank ASA. It is intended for general circulation and does not take into account the specific investment objectives, financial situation or particular needs of any particular person. You should seek advice from a financial adviser
regarding the suitability of any product referred to in the Note, taking into account your specific financial objectives, financial situation or particular needs before making a commitment to purchase any such product.
You have received a copy of the Note because you have been classified as an accredited investor, an expert investor, or an institutional investor, as these terms have been defined under Singapore’s Financial Advisers Act (Cap. 110) (“FAA”) and/or the Financial Advisers Regulations (“FAR”).
The Singapore Branch of DNB Bank ASA is a financial adviser exempt from licensing under the FAA but is otherwise subject to the legal requirements of the FAA and of the FAR. By virtue of your status as an accredited investor or as an expert investor, the Singapore Branch of DNB Bank
ASA is, in respect of certain of its dealings with you or services rendered to you, exempt from having to comply with certain regulatory requirements of the FAA and FAR, including without limitation, sections 25, 27 and 36 of the FAA. Section 25 of the FAA requires a financial adviser to
disclose material information concerning designated investment products that are recommended by the financial adviser to you as the client. Section 27 of the FAA requires a financial adviser to have a reasonable basis for making investment recommendations to you as the client. Section 36
of the FAA requires a financial adviser to include, within any circular or written communications in which “he/she” makes recommendations concerning securities, a statement of the nature of any interest that the financial adviser (and any person connected or associated with the financial
adviser) might have in the securities.
Please contact the Singapore Branch of DNB Bank ASA on +65 6212 6144 in respect of any matters arising from, or in connection with, the Note.
The Note is intended for and is to be circulated only to those classified as an accredited investor, an expert investor, or an institutional investor. If you are not an accredited investor, an expert investor, or an institutional investor, please contact the Singapore Branch of DNB Bank ASA on +65
6212 6144.
We, the DNB group, our associates, officers and/or employees may have interests in any products referred to in the Note by acting in various roles including as distributor, holder of principal positions, adviser or lender. We, the DNB group, our associates, officers and/or employees may
receive fees, brokerage or commissions for acting in those capacities. In addition, we, the DNB group, our associates, officers and/or employees may buy or sell products as principal or agent and may effect transactions that are not consistent with the information set out in the Note.

Additional Information, including for Recipients in the United States:
The Note does not constitute an offer to sell or buy any financial instrument and does not provide opinions or recommendations with respect to securities of an issuer or an analysis of a security or an issuer. This Note is intended solely for Major U.S. Institutional Investors within the meaning of
Rule 15a-6 under the U.S. Securities Exchange Act of 1934 and to such other U.S. Institutional Investors as DNB Markets, Inc. may determine. Distribution to non-Major U.S. Institutional Investors will be made only by DNB Markets, Inc., a separately incorporated subsidiary of DNB Bank that
is a U.S. broker-dealer and a member of the Financial Industry Regulatory Authority (“FINRA”) and the Securities Investor Protection Corporation (“SIPC”). Any U.S. recipient of this Note seeking to obtain additional information or to effect any transaction in any security discussed herein or any
related instrument or investment should contact DNB Markets, Inc., 30 Hudson Yards, 81st Floor, New York, NY 10001, telephone number +1 212-551-9800.
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