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Of all financial markets, bonds are the one most engaged in raising new
capital through the issuing of new securities. Activity on this market
tends to be at its lowest ebb in August, when much of Western Europe
goes on holiday. This was the case this year as well, and the return for
the month was +0.2%, which is a middling result in terms of our goals.

In this situation, we were active on the secondary market, and acquired
new investments primarily in countries in the northern half of Europe —
Netherlands, Sweden and Belgium. As of the end of the month, there
was a change in the fund’s largest investments, as Investor AB became
the third-largest holding. This is a unique industrial conglomerate whose
main assets constitute holdings in about 10 industries listed on the
Stockholm stock exchange. In turn, these companies’ products span a
wide range, from Husgvarna robot lawn mowers to Saab fighter jets. For
decades, diversified industrial enterprises like GE, Siemens and
Japanese manufacturers dominated the world economy (often with
energy, medical equipment and consumer goods under one umbrella).
But in fact it is Investor AB that has proven the most successful. One
factor may be the management model used, where each industry in the
group is a long-established listed company in its own right and in charge
of its own financial administration. As a result, Investor AB itself borrows
to a very limited extent while maintaining an extremely high credit rating.
That’s a rare combination —and one that we really like. The annual
interest rate on a five-year loan for companies like these is currently 3%.
That description applies fairly well to the entire fund’s portfolio as it
stands today, as we have thus far focused on the strongest segment on
the market.

The fund’s assets grew in August with the addition of new investors,
which once more raised the proportion of cash in the portfolio. As
expected, the share of cash will fall back in the coming weeks as new
investments are placed, since longer-term securities continue to be
more attractive as an investment than the short-term interest rates being
offered.
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