
Return for April 2019 was 0.29 % and 4.80 % for the first four months of 2019.  The fund is levered 4 times, and this is not 

about to be augmented until market stress has increased. 

 

 

 

 

 

 

 

Latest Eurozone GDP numbers imply that the weakening of confidence figures and production throughout the last year 

might be at a turning point, as the first quarter of this year experienced a growth of 0.4 %. By no means staggering, yet 

far better than the two previous quarters – and encouraging to notice that the Italian economy, by many considered the 

weak link of the eurozone, is improving. 

As usual, equity markets have reacted on this, as European markets are up 15 % this year, equivalent to US and Chinese 

markets supported by anticipations of compromise in trade conflicts. 

Influenced by the weakened economic environment central banks – Fed and the ECB – have dampened market expecta-

tions of tighter monetary conditions; it seems almost certain that European short-term rates will not increase before late 

2020. 

This has supported fixed income markets and led to periodic curve flattening. Market rationale presently seems to be on 

a backdrop of low and fragile growth conditions and ample liquidity an increase in equity prices tends to be supportive of 

bond markets rather than a harbinger of higher interest rates. 

Danish mortgage debtors are busy redeeming existing mortgages, mainly with coupons of 2 % to 3.5 %, the previous 

week alone showed redemptions of DKK 20 bn. The new mortgages are expected to be long maturities with 1 % or 1.5 % 

coupons.  
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  31-10-18 30-11-18 31-12-18 28-02-19 31-01-19 Since start 29-03-19 30-04-19 

Return % 0.17% -0.89% 0.80% 1.55 1.53 4.87% 1.36 0.29 

Leverage 4.29 5.66 5.62 6.35 6.44  4.68 3.22 

% Long Positions 31-10-18 30-11-18 31-12-18 31-01-19 28-02-19 29-03-19 30-04-19 

Danish mortgage bonds 77.40 81.57 83.42 76.10 73.04 64.80 65.62 

Swedish mortgage bonds 21.33 16.48 16.58 14.14 13.98 17.86 16.52 

Danish credit bonds       9.77 12.98 17.34 17.86 



This year’s continued fall in interest rates cause mortgage market duration to fall markedly and enhances demand for 

long term mortgage bonds, causing the 1½ % mortgage 2050 to perform 10bp in yield terms vs government bonds and 

swaps. Consequently, we have reduced our exposure to Danish mortgages. As we anticipate massive issuing of long-term 

mortgages over the coming months, we shall short term not increase our spread positions but wait for better opportuni-

ties.  

Markets moved within a narrow range and mortgage bonds underperformed marginally. 

Swedish Bostads bonds have had a month with a relatively fine performance, on average a price performance of a quar-

ter of a percentage point in sympathy with the general narrowing of spreads to government bonds. 

The holdings of MREL-bonds performed well in February as spreads went tighter. 

For 2019 we expect a return around 5-10 %.  
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Fund information 

ISIN:    DK0061077534 

Type:    Accumulating 

Bloomberg ticker DKK:  KAHPFIK DC 

Inception date:   09-10-2018 

 

Subscriptive fee:  1.50% 

Redemption fee:  0.75% 

Risk indication:  No indicator 

Currency:   DKK 


