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Standard & Poor's opinion (June 2011)
This is a GTAA fund using quantitative techniques that aims to return cash +5% net annualised with 
10% volatility. It is the medium-risk fund in a range of three.

It was launched in late 2006 and made a good start, returning over 9% in 2007 and 24.5% in 2008 
when long positions in government bonds and the dollar against shorts in equities and commodities 
worked extremely well. However, the lack of clear bond market trends in 2009 meant the models, 
which have a strong trend-following component, generally struggled.

The team is aware that bubbles can collapse rapidly and had been working on a systematic risk 
reduction mechanism to control for this since December 2008. They implemented it in February 
2010. This meant that the model's raw long positions in bonds were constrained in Q2 and Q3 2010, 
and that some good opportunities were missed. Instead of making 11% on bonds in 2010, the fund 
only made 6.5%, resulting in a disappointing, but still positive, return for the year. The team 
cancelled the newly introduced mechanism in January 2011 and reverted to its previous risk 
management system.

We accept that this fund is likely to struggle in a trendless market and we always encourage 
managers to explore ways to improve their processes, but we regret the opportunity cost of the risk 
reduction mechanism. However, the net annualised return since inception is still achieving its target 
with volatility very slightly over 10%. We have retained the S&P AA/N8 rating.

Fund manager & team
SEB's global quant team comprises five members, including team head Hans-Olov Bornemann, 
one other portfolio manager, two quant analysts and a systems analyst. They have been together 
since 2003 and manage €1.4bn in this strategy.

Hans-Olov Bornemann - fund manager - MBA (Stockholm School of Economics), joined SEB in 
2003, following six years spent at Deutsche Bank as head of Nordic equity research. He is senior 
portfolio manager and head of the global quant team.

Jan Hillerström - BSc economics (Uppsala University), joined SEB in 1990 as a portfolio manager/
analyst. He held various other roles at SEB, including chief financial analyst and investment 
strategist, before moving to the global quant team in 2003.

Adam  Ahlström - BSc economics (Stockholm University), joined SEB in 1997 as an assistant 
portfolio manager in the North American equities team. He began covering global equities in the 
following year, before joining the global quant team in 2003.

Mikael Däckfors - BSc economics (Stockholm University), has been with SEB since 2002, following 
three years spent as a quantitative risk analyst. He joined the global quant team in 2003 as a 
systems/quantitative analyst.

Matthias Eriksson - MBA (Stockholm School of Economics), joined the company in 2005 as a 
systems analyst but is now a full-time quant analyst.

Management style
The fund's objective is to return the risk-free rate +5% annualised over a rolling three to five years, 
with 10% volatility. The team uses a dynamic asset allocation approach across four liquid asset 
classes: equities, fixed income, currencies and commodities. Performance is driven by active 
derivative strategies that overlay a base portfolio of money market instruments. The cash portfolio 
aims to earn the risk free rate, while keeping a high level of security and liquidity in the instruments 
held. Individual security selection will not feature in the portfolio.

Throughout the market cycle, equities, fixed income and currencies are expected to consume 
roughly equal proportions (30% each) of the risk budget, with the remainder allocated to 
commodities.

The team's quant model generates signals using a combination of valuation, growth, momentum 
and behavioural finance indicators. Most emphasis is placed on momentum factors because of the 
typical one- to three-month time horizon of trades.

The fund can take exposures through futures, swap or CFD positions but cannot short securities 
outright. Also, the portfolio may not invest in single commodity futures, only indices.

Location: Stockholm
Launch date: October 2006
Fund size (May 2011): €1.3bn
Contact group: +49 69 27299 1000 or 
www.sebassetmanagement.de

Named portfolio manager(s): 
Hans-Olov Bornemann (since launch)
Peer group: absolute returns EUR

Note: returns are cumulative

 

Performance Data Source - © 2011 Lipper Inc. All rights 
reserved.  All statistical data on this report has been run to  
on NAV to NAV basis, with gross income reinvested, in EUR.

Investment style

BOND

  Investment grade

  High yield

  Emerging debt

EQUITY

  Large-cap

  Mid-cap

  Small-cap

Performance statistics
Three years

Fund 22.0%

Index** 5.7%

Correlation vs Index 0.3

Information ratio vs Index -0.1

Three year risk characteristics
Maximum Monthly Drawdown (%) -3.8

Ann Weekly Downside Deviation 8.8

Correlation vs Citi WGB! 0.4

Beta vs Citi WGB! 6.1

Correlation vs S&P 1200 0.5

Beta vs S&P 1200 0.4
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Discrete performance (calendar years)
2007 2008 2009 2010 YTD 
% Rank % Rank % Rank % Rank % Rank

Fund 9.1 24.5 -1.8 2.0 0.5
Index** 4.2 4.9 1.5 0.5 0.3

** Citi EUR 3m Eurodeposit LC
Fund Benchmark: Risk-free rate +5%
Share class screened: LU0256624742 (C (EUR))

1114110711-FMQS|E159

* Credit rating exposures are expressed in spread duration 
terms.  All others expressed in interest rate duration years.

Asset allocation
 (1 May 2011)

Long Short Net

Governments/suprana-
tional

3.07 -1.82 1.25

Cash 0.09 0.00 0.09

Total equity beta (%)
 (1 May 2011)

Long Short Net

North America 16.0 0.0 16.0

Developed Europe 11.2 -3.5 7.7

UK 2.0 0.0 2.0

Japan 0.0 -4.1 -4.1

Pacific ex Japan 1.7 -1.1 0.7

Emerging 0.0 0.0 0.0

Regional breakdown
 (1 May 2011)

Long Short Net Curr 
%

Not applicable

Credit rating breakdown
 (1 May 2011)

Long Short Net

Not applicable

Portfolio & performance analysis (May 2011)
This GTAA fund, unlike others of its kind, uses quant models to take positions in equities, 
government bonds, currencies and commodities. These have a strong trend-following component 
and therefore the fund cut its long exposure to equities in mid-2007 before going short in 2008. 
Conversely, it was long bonds and the dollar in 2008 and these positions generated exceptional 
performance in the final part of the year.

The bond model struggled in 2009 as markets traded in a range and the fund was down for the year. 
The bond model was also disappointing in 2010, but for a different reason. The team had built a 
systematic risk-reduction overlay that was designed to identify potential bubbles and dampen the 
model's tendency to buy into them. Unfortunately, it dampened risk too early and the bond model 
failed to take full advantage of the rally, generating an opportunity cost of 4-5%. However, the fund 
still achieved a positive result for the year, thanks to the bond model, as equities, commodities and 
currency all cost money.

The risk-reduction overlay was removed in January 2011. Since then, currencies and commodities 
have added value but the equity model continues to suffer as markets trade sideways. Fixed income 
has also cost money in 2011 to date as the model has been short euro bond futures and long US 
bond futures.

Cumulative performance



S&P's fund management research reports are, based mainly on public infor-
mation, we do not audit the information and we may rely on unaudited infor-
mation when we prepare the reports which are for institutional use only.  A
report is not investment advice, a financial promotion, or a recommendation
to purchase, hold, sell or trade any security.  A report should not be relied
on when making an investment decision as the report is for information pur-
poses only and not tailored to a specific investor.  Past fund performance is
no guarantee of future performance and we accept no responsibility if, in
reliance on a report you act or fail to act in a particular way.  We are paid for
our fund management reports, normally by the fund issuer.  Our fees are
based on the analysis and time involved in the research process and are
not conditional on awarding a fund a rating. Fund companies select the
funds they want us to rate and may elect not to have published the rating
they are subsequently awarded. Our fund management reports are continu-
ally monitored and updated reports are posted to www.fundsinsights.com.
The funds described in this report are generally not available to US inves-
tors and are only available to US investors, if at all, who are "accredited
investors" as that term is defined in Section 501 of Regulation D of the
Securities Act of 1933, as amended or to investors who are deemed to be
"qualified purchasers" as that term is used in Rule 2a51-1 under the Invest-
ment Company Act of 1940.
S&P and our affiliates provide a wide range of services to, or relating to,
many organizations, including issuers of securities, investment advisers,
broker-dealers, investment banks, other financial institutions and financial
intermediaries, and accordingly may receive fees or other economic bene-
fits from those organizations, including organizations whose securities or
services we rate, include in model portfolios, evaluate or otherwise address.

The views expressed in a report reflect our committee's views and the com-
mittee's compensation is not related to specific rating or to the views
expressed in a report.  The trade marks of "Standard & Poor's" and "S&P"
are the property of Standard & Poor's Financial Services LLC and are pro-
tected by registration in several countries. All rights in those marks are
reserved.  Copyright © 2011 Standard & Poor's Financial Services LLC, a
subsidiary of The McGraw-Hill Companies, Inc. All rights reserved.  No part
of this publication shall be reproduced, stored in any retrieval system or
transmitted in any form electronic or otherwise without the prior written con-
sent of S&P. Any part of the publication by S&P of which this page is a part
is made accessible subject to the terms and conditions which are accessi-
ble at the url address below ("S&P Terms") - by accessing and viewing this
page and/or and pages associated with or attached to it you accept the S&P
Terms. Go to http://www.funds-info.standardandpoors.com.  This report is
issued subject to the laws of England and all matters arising from it or its
use shall be subject to the exclusive jurisdiction of the Courts of England.
Because of the possibility of human or mechanical error by our sources,
S&P or others, we can't guarantee the accuracy of any information and are
not responsible for any errors. 

Performance Data Source - © 2011 Lipper Inc. All rights reserved. The per-
formance information contained herein: (1) is proprietary to Lipper and/or its
content providers; (2) may not be copied or distributed; and (3) is not war-
ranted to be accurate, complete or timely. Neither Lipper nor its content pro-
viders are responsible for any damages or losses arising from any use of
this information.

Symbols and definitions

Long-only fund ratings
AAA The fund demonstrates the highest standards of quality in its sector based on its investment process and management's con-
sistency of performance as compared to funds with similar objectives.
AA The fund demonstrates very high standards of quality in its sector based on its investment process and management's con-
sistency of performance as compared to funds with similar objectives.
A The fund demonstrates high standards of quality in its sector based on its investment process and management's consistency 
of performance as compared to funds with similar objectives.

Fund-of-hedge-funds ratings
Absolute return fund ratings 
Specialist fund ratings
AAA The fund demonstrates the highest standards of quality based on its investment process, risk awareness and consistency of 
performance relative to its own objectives.
AA The fund demonstrates very high standards of quality based on its investment process, risk awareness and consistency of 
performance relative to its own objectives.
A The fund demonstrates high standards of quality based on its investment process, risk awareness and consistency of perform-
ance relative to its own objectives.

Ucits III flexible beta fund ratings
AAA The fund demonstrates the highest standards of quality based on its investment process, risk awareness and consistency 
relative to its own objectives and relative to comparable flexible beta funds.
AA The fund demonstrates very high standards of quality based on its investment process, risk awareness and consistency relative 
to its own objectives and relative to comparable flexible beta funds.
A The fund demonstrates high standards of quality based on its investment process, risk awareness and consistency relative to 
its own objectives and relative to comparable flexible beta funds.

All fund ratings
Not Rated (NR) Funds designated as Not Rated currently do not meet the requisite performance standards and/or the minimum 
qualitative criteria to achieve a fund rating.
Under Review (UR) Ratings are placed Under Review when significant management changes occur at the fund manager or fund 
management team level and Standard & Poor's Fund Services has not had the opportunity yet to evaluate their impact on the 
qualitative appraisal.
(New) Signifies where a major event has occurred for which there is no fund-specific track record available. This includes: funds 
recently launched, the implementation of a new investment process or mandate and may include structural changes within a fund 
team.
Tenure Review (TR) The fund manager/team involved in the management of the fund does not currently have the minimum 12 
months' relevant investment management experience required to be eligible to be considered for a rating.
Long-term fund management rating LTFMR  The fund has been rated in the A/AA/AAA fund rating band for five consecutive years 
or more, and continues to hold a rating.

Bond fund volatility ratings
The bond fund volatility rating is our current opinion of a fund's sensitivity to changing market conditions. Volatility ratings evaluate 
the fund's sensitivity to interest rate movement, credit risk, investment diversification or concentration, liquidity, leverage and other 
factors. For V1-V4 categories, risk is considered relative to a portfolio composed of government securities and denominated in the 
base currency of the fund.
V1 Bond funds that possess low sensitivity to changing market conditions. These funds possess an aggregate level of risk that is 
less than or equal to that of a portfolio comprising government securities maturing within one to three years, and denominated in 
the base currency of the fund. These funds possess an aggregate level of risk that is less than or equal to that of a portfolio com-
prising the highest quality fixed income instruments with an average maturity of 12 months or less. Within this category, certain 
funds are designated with a plus sign (+), indicating extremely low sensitivity to changing market conditions.
V2 Bond funds that possess low to moderate sensitivity to changing market conditions. These funds possess an aggregate level 
of risk that is less than or equal to that of a portfolio comprising government securities maturing within three to seven years, and 
denominated in the base currency of the fund.
V3 Bond funds that possess moderate sensitivity to changing market conditions. These funds possess an aggregate level of risk 
that is less than or equal to that of a portfolio comprising government securities maturing within seven to 10 years, and denomi-
nated in the base currency of the fund.
V4 Bond funds that possess moderate to high sensitivity to changing market conditions. These funds possess an aggregate level 
of risk that is less than or equal to that of a portfolio comprising government securities maturing beyond 10 years and denominated 
in the base currency of the fund.
V5 Bond funds that possess high sensitivity to changing market conditions. These funds may be exposed to a variety of significant 
risks including high concentration risks, high leverage, and investments in complex structured and/or less liquid securities.
V6 Bond funds that possess the highest sensitivity to changing market conditions. These funds include those with highly specula-
tive investment strategies with multiple forms of significant risks, with little or no diversification benefits.

Absolute return fund N ratings
The N rating is Standard & Poor's indication of a fund's potential capital stability in normal markets. It is a qualitative rating but is 
based on annualised weekly downside deviation. N1 is the most stable and N9 the least.


