
Making the right choice
Finding a way through the universe of balanced prod-
ucts can prove to be a difficult exercise, as it encom-
passes so many funds following different investment 
processes, philosophies and risk/return profiles. Just 
as an example, the Morningstar category “EUR Moder-
ate Allocation” includes more than 1500 funds. For 
simplification and a better understanding, funds could 
be categorised as follows:

Traditional Asset Allocation High conviction active strategies

Asset allocation built around:
-  Strategic Asset Allocation  

(long term views, according to 
market cycles)

-  and adjusted via Tactical Asset 
Allocation (short term views, 
current market conditions)

Very active:
-  Asset allocation based on fund 

manager’s conviction
-  Market timing, tries to anticipate 

every market movement

 
However with most of the “traditional” strategies, risk is 
secondary and doesn’t drive the investment process. 
With so-called “high conviction active” managers, the 
problem lies in the repetition and sustainability of per-
formances. Returns can fluctuate considerably resulting 
in severe losses for investors that are not ready to take it.

Nordea’s successful balanced strategy
At Nordea we are aware of the pitfall of some of these 
strategies. With our Nordea 1 – Stable Return Fund 
we follow a different approach. 
The fund management team, who has worked together 
since inception of the fund in 2005, rely on a sophisti-
cated quantitative process which generated stable and 
consistent returns over time. These key differences have 
allowed the fund to distinguish itself from both a per-
formance and capital preservation viewpoint1.

The world is experiencing dramatic changes and faces 
risks not seen for decades. Developed countries are fac-
ing a sovereign debt crisis – especially in Europe – and 
growth remains sluggish at best. Consequently fears are 
dominating investor sentiment, a fact that is clearly il-
lustrated by the volatility in financial markets.

Balanced portfolios: in vogue again
Where to allocate your capital in this context? Many risk-
averse investors are looking for the security offered by 
US treasuries or German Bunds, which are the usual safe 
havens in times of uncertainty. But these instruments 
offer historically low yields. Once taxes and inflation are 
deducted, investors are often left with no or negative 
real returns. To increase returns investors have to turn 
to riskier asset classes like equities. However many are 
wary about the risk and capital losses such investments 
can incur. 
The solution is probably to be found in between, with a 
reasonable balance between risk and reward / income 
and growth. No matter the investment and risk profile, 
diversification decreases overall risk. 
Academic research has demonstrated that asset al-
location in a diversified portfolio is the most impor-
tant source of risk and return over time2. Typically a 
balanced portfolio combines uncorrelated asset classes 
(fixed income, equity and cash) and is a ready-to-use 
product for investors having a long term investment 
horizon and moderate risk profile. 
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IN FOCUS

•	 Balanced	portfolios	are	ready-to-use	investment 
 solutions offering both income and growth with a   
 multi-asset diversified portfolio 

•	 Nordea	1	–	Stable	Return	Fund	designed	to	provide		
 optimal return1 given strict risk guidelines

•	 One	of	the	most	successful	strategies	in	the		 	
 balanced peer group universe (Morningstar EUR   
 Moderate Allocation)

“No matter the investment and risk profile,  
investors should carry a diversified portfolio,  
as diversification decreases the overall risk”

1 Past performance is not a reliable indicator of future results and investors  may not recover the full amount invested. 
2  Ibbotson, R. and P. Kaplan (2000) “Does Assets Allocation Policy explain 40, 90 or 100 percent of performance” 

MARKETING MATERIAL
For Professionals Only



The Nordea 1 – Stable Return Fund’s unique investment 
process and philosophy resulted in outstanding per-
formances in the balanced funds universe.

Over all standard time periods, the fund is positioned 
in the first quartile in its Morningstar category (EUR 
Moderate Allocation).

The sub-funds mentioned are part of Nordea 1, SICAV, an open-ended Luxembourg-based investment company (Société d’Investissement à Capital Variable), validly formed and existing in accordance with the 
laws of Luxembourg and with European Council Directive 85/611/EEC of 20 December 1985. This document is advertising material and does not disclose all relevant information concerning the presented 
sub-funds. Any investment decision in the Nordea funds should be made on the basis of the current prospectus, which is available, along with the Key Investor Information Document, the current annual and 
semi-annual reports, electronically in English and in the local language of the market where the mentioned SICAV is authorised for distribution, and free of charge upon request from Nordea Investment Funds 
S.A.,	562,	rue	de	Neudorf,	P.O.	Box	782,	L-2017	Luxembourg,	from	the	local	representatives	or	information	agents,	or	from	our	distributors.	Investments	in	derivative	and	foreign	exchange	transactions	may	be	
subject to significant fluctuations which may affect the value of an investment. Investments in Emerging Markets involve a higher element of risk. The value of shares can greatly fluctuate as a 
result of the sub-fund’s investment policy and is not guaranteed. For further details of investment risks associated with these sub-funds, please refer to the relevant Key Investor 
Information Document, available as described above. Nordea Investment Funds S.A. only publishes product-related information and does not make any investment recommendations. Published by 
Nordea	Investment	Funds	S.A.,	562,	rue	de	Neudorf,	P.O.	Box	782,	L-2017	Luxembourg,	which	is	authorized	by	the	Commission	de	Surveillance	du	Secteur	Financier	in	Luxembourg.	Further	information	can	
be obtained from your financial advisor. He/she can advise you independently of Nordea Investment Funds S.A. Additional information for investors in Switzerland: The Swiss Financial Market 
Supervisory	Authority	(FINMA)	has	granted	authorisation	for	the	mentioned	sub-funds	to	be	publically	distributed	within	and	from	Switzerland.	The	documents	listed	above,	as	well	as	the	Articles	of	Association,	
are	available	free	of	charge	from	the	Swiss	Representative	and	Paying	Agent,	Nordea	Bank	S.A.	Luxemburg,	Zweigniederlassung	Zürich,	Mainaustrasse	21-23,	CH-8008	Zürich.	Telephone	(+41)	44	421	42	
42,	Fax	(+41)	44	421	42	82.	Additional information for investors in Germany:	The	Information	and	Paying	Agent	in	Germany	is	Nordea	Bank	Finland	Plc,	Niederlassung	Deutschland,	Bockenheimer	
Landstrasse 33, D-60325 Frankfurt am Main. A hard copy of the above-mentioned fund documentation is also available from here. Additional information for investors in Austria: Sub-paying Agent and 
Representative	in	Austria	is	the	Erste	Bank	der	Österreichischen	Sparkassen	AG,	Graben	21,	A-1010	Vienna.	Additional information for investors in Netherlands: Nordea 1, SICAV is a Luxembourg 
Undertaking for Collective Investment in Transferable Securities (UCITS) registered in the Netherlands in the register kept by the AFM, and as such is allowed to offer its shares in the Netherlands. The AFM 
register can be consulted via www.afm.nl/register. Additional information for investors in France: With the authorisation of the Autorité des Marchés Financiers (AMF) as per March 11th, 2003; December 
13th, 2005; April 3rd, 2007; September 28th, 2007; April 29th, 2008; August 29th, 2008; November 25th, 2008; March 26th, 2010; November 26th, 2010 and June 21st, 2011; October 7th, 2011; 
November	25th,	2011	and	January	4th,	2012;	the	shares	of	the	sub-funds	of	Nordea	1,	SICAV	may	be	distributed	in	France.	Centralising	Correspondent	in	France	is	CACEIS	Bank,	located	at	1-3,	place	
Valhubert, 75013 Paris. Investors are advised to conduct thorough research before making any investment decision. Additional information for investors in Spain: Nordea 1, SICAV is duly registered in 
the	CNMV	official	registry	of	foreign	collective	investment	institutions	(entry	no.	340)	as	authorised	to	be	marketed	to	the	public	in	Spain.	The	custodian	of	the	SICAV’s	assets	is	Nordea	Bank	S.A.,	Luxembourg.	
In Spain, any investment must be made through the authorised distributors and on the basis of the information contained in the mandatory documentation that must be received from the SICAV’s authorised 
distributor prior to any subscription. A complete list of the authorised distributors is available in the CNMV’s webpage (www.cnmv.es). Additional information for investors in Portugal: The Management 
Company	of	the	SICAV,	Nordea	Investment	Funds,	S.A.,	and	the	custodian	of	the	SICAV’s	assets,	Nordea	Bank	S.A.,	are	validly	formed	and	existing	in	accordance	with	the	laws	of	Luxembourg	and	authorized	
by	the	Commission	de	Surveillance	du	Secteur	Financier	 in	Luxembourg.	Our	distributor	 in	Portugal	 is	BEST	-	Banco	Electrónico	de	Serviço	Total,	S.A.,	duly	 incorporated	under	the	 laws	of	Portugal	and	
registered with the CMVM as a financial intermediary. Additional information for investors in Italy: Fund documentation as listed above is also available in Italy from the distributors and on the website www.
nordea.it.	The	updated	list	of	distribution	agents	in	Italy,	grouped	by	homogenous	category,	is	available	from	the	distributors	themselves,	at	State	Street	Bank	S.p.A.	branches	(located	in	the	main	towns	of	each	
region),	BNP	Paribas	Securities	Services,	Banca	Sella	Holding	S.p.A,	Allfunds	Bank	S.A.,	Societe	Generale	Securities	Services	Sp.A.	and	on	the	website	www.nordea.it.	Any	requests	for	additional	information	
should be sent to the distributors. Before investing, please read the prospectus carefully. We recommend that you read the most recent annual financial statement in order to be better informed about 
the fund’s investment policy. The prospectus and KIID for the sub-funds have been published with Consob. Additional information for investors in the United Kingdom: Approved by Nordea 
Bank	Finland	Plc,	London	Branch,	which	is	regulated	by	the	FSA	in	the	United	Kingdom.	Additional	information	for	investors	in	Latvia:	The	Representative	and	Paying	Agent	is	Nordea	Bank	Finland	Plc	Latvijas	
branch,	K.	Valdemara	St.	62,	Riga,	LV-1013.	Additional	information	for	investors	in	Estonia:	The	Representative	and	Paying	Agent	in	Estonia	is	Nordea	Bank	Finland	Plc,	Estonia	Branch,	Hobujaama	4,	15068	
Tallinn. Additional information for investors in Lithuania:	The	Representative	and	Paying	Agent	in	Lithuania	is	Nordea	Bank	Finland	Plc,	Lithuania	Branch,	Didzioji	str.	18/2,	LT-01128	Vilnius.	Shareholders	
must evaluate possible investment risks and take this into consideration when making investment decisions. Source (unless otherwise stated): Nordea Investment Funds S.A. Period under consideration: 
02.11.2005 – 30.12.2011. Performance calculated NAV to NAV (net of fees and Luxembourg taxes) gross income reinvested, in the base currency of the respective sub-fund, excluding initial and exit charges 
as per 30.12.2011. Initial and exit charges could affect the value of the performance. The performance represented is historical; past performance is not a reliable indicator of future results and 
investors may not recover the full amount invested. The value of shares can greatly fluctuate as a result of the sub-fund’s investment policy and is not guaranteed. If the base currency of 
the respective sub-fund differs from the currency of the country where the investor resides the represented performance might vary due to currency fluctuations. This document may not be reproduced or 
circulated without prior permission and must not be passed to private investors. This document contains information only intended for professional investors and independent financial advisers and is not 
intended for general publication. Reference to companies or other investments mentioned within this document should not be construed as a recommendation to the investor to buy or sell the same, but is 
included for the purpose of illustration. IF
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Instead of trying to time the market or simply allocat-
ing investments into the different asset classes based on 
their expected returns, the team allocates risk. 
In fact, they consider risk as an input into the investment 
process, not as an output. In other words, the team has a 
risk budget to start with that is used to build the asset al-
location. Then the optimal portfolio that will deliver the 
highest return for the given level of risk will be deter-
mined. The risk budgeting is based on the following con-
straint: the probability of losses should be less than 
3% over a three year investment period. The portfolio 
manager is targeting absolute returns and focuses on 
absolute risk not relative risk. 

Similar to traditional asset allocation products, the  
investment team first determines its Strategic Asset 
Allocation, based on long term views (up to 10 years), 
which tends to be relatively stable. Expected returns, risk 
and correlation are computed across the different asset 
classes. Finally, the portfolio offering the highest return, 
considering the risk budget, is determined. In a second 
step, the portfolio is adjusted to the current market con-
ditions, based on systematic signals via the Tactical Asset 
Allocation. 

“We consider risk as an input not just as an  
output to the investment process”

Data Source - © 2011 Morningstar, Inc. All Rights Reserved. European Open End Funds database, 
Morningstar Europe OE EUR Moderate allocation category. Date: 30.12.2011. Performance in EUR.
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Past performance is not a reliable indicator of future results and investors may not recover the full 
amount invested. The fund does not have any official reference index.

Performance Relative to Peer Group
Peer Group (5-95%): open End Funds – EUR Moderate Allocation


