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RETURN AND RISK MEASUREMENTS

RETURNS AS OF 30.11.2007 YEARTODATE 12 MONTHS 24 MONTHS 36 MONTHS 60 MONTHS 120 MONTHS SINCE START
SKAGEN VEKST 7,82 % 13,65 % 23,61 % 29,46 % 34,12 % 19,02 % 21,30 %
OSE BENCHMARK INDEX 11,92 % 19,33 % 25,23 % 28,47 % 31,35 % 10,11 % 13,15 %
SKAGEN GLOBAL 10,82 % 16,19 % 20,70 % 25,10 % 29,62 % 23,47 % 22,74 %
MORGAN STANLEY WORLD INDEX (NOK) -2,09 % 1,11% 5,38 % 10,71 % 9,76 % 412 % 2,78 %
SKAGEN KON-TIKI 23,18 % 30,14 % 26,17 % 35,23 % 43,66 % 30,68 %
MORGAN STANLEY EMERGING MARKETS INDEX (NOK) 23,13 % 30,23 % 26,21 % 32,40 % 28,54 % 18,02 %
SKAGEN TELLUS 1,97 % 3,23 % 2,26 %
LEHMAN GLOBAL TREASURY INDEX 3-5 YEAR -0,75 % 117 % -3,10
SKAGEN AVKASTNING 521 % 5,96 % 477 % 5,24 % 5,55 % 542 % 6,72 %
ST4X BOND INDEX 3,42 % 3,05 % 2,54 % 2,22 % 5,08 % 5,20 % 6,17 %
RISK MEASUREMENTS LAST 36 MONTHS SKAGEN VEKST SKAGEN GLOBAL SKAGEN KON-TIKI SKAGEN AVKASTNING
RELATIVE GAIN 90 % 164 % 109 % 191 %
RELATIVE LOSS 71% 95 % 109 % 69 %
STANDARD DEVIATION FUND 139 % 14,4 % 20,0 % 2,08 %
STANDARD DEVIATION BENCHMARK INDEX 15,5 % 10,3 % 17,7 % 1,62 %
RELATIVE VOLATILITY 79% 7.8% 5.8 % 2,44 %

POSITIVE INDEX DIVERGENCE 11,27 18,33 8,55 543

NEGATIVE INDEX DIVERGENCE 10,30 510 6,03 2,52
PERFORMANCE MEASUREMENTS LAST 36 MONTHS

RELATIVE GAIN/LOSS RATIO 1,28 1,73 1,01 2,77

SHARPE RATIO FUND 1,90 1,53 1,61 1,10

SHARE RATIO BENCHMARK INDEX 1,65 0,75 1,66 -0,46
INFORMATION RATIO 012 1,84 0,48 1,24

INDEX DIVERGENCE RATIO 1,09 3,59 142 216

RISK MEASUREMENTS LAST 60 MONTHS

RELATIVE GAIN 95 % 180 % 127 % 88 %

RELATIVE LOSS 74% 86 % 96 % 59 %
STANDARD DEVIATION FUND 15,7 % 15,6 % 20,6 % 1,77 %
STANDARD DEVIATION BENCHMARK INDEX 18,1 % 12,5 % 18,3 % 2,48 %
RELATIVE VOLATILITY 76% 78% 84 % 2,49 %
POSITIVE INDEX DIVERGENCE 11,78 21,67 16,58 392

NEGATIVE INDEX DIVERGENCE 9,58 477 528 343
PERFORMANCE MEASUREMENTS LAST 60 MONTHS

RELATIVE GAIN/LOSS RATIO 1,29 2,10 1,33 1,48

SHARPE RATIO FUND 2,19 1,83 2,18 1,35

SHARPE RATIO BENCHMARK INDEX 1,75 0,68 1,51 0,73
INFORMATION RATIO 0,32 2,48 2,16 023

INDEX DIVERGENCE RATIO 1,19 392 372 113

RISK MEASUREMENTS SINGE START

RELATIVE GAIN 101 % 173 % 130 % 99 %

RELATIVE LOSS 72% 94 % 100 % 80 %

POSITIVE INDEX DIVERGENCE 15,78 25,39 16,00 4,05

NEGATIVE INDEX DIVERGENCE 879 824 610 350
PERFORMANCE MEASUREMENTS SINGE START

RELATIVE GAIN/LOSS RATIO 1,40 1,84 1,27 1,25

INDEX DIVERGENCE RATIO 1,79 3,08 2,62 1,16

UPDATED AS OF 30.11.2007

Explanation of terms: The Sharpe Index measures the probability of the fund generating a higher return than the risk-free
interest rate. The higher the score, the higher the probability. The higher the probability, the more
certain are the chances of achieving excess returns in the equity market. Thus, the value may be used
as a long-term measure of risk, but is often used as an absolute measure of risk-adjusted returns.
Information Ratio measures the probability of the fund generating a higher return than the
benchmark. The higher the score, the higher the probability of achieving excess returns. The
information ratio is also used as a measure of risk-adjusted excess returns, where risk is construed
as the chance of uneven excess returns. Thus, the information ratio measures the manager’s ability
to create certain excess returns, whereas relative volatility measures the ability to generate regular
excess return.

All calculations of measurements are based on monthly observations.

Standard deviation is a measure of the variation of annual returns. There is approximately a 65
percent probability that annual returns will be in the range of plus/minus one standard deviation. The
probability that returns will deviate more than two standard deviations from the expected return is
approximately five percent. A high standard deviation may indicate high risk.

Relative gain/relative loss is a measure of the ability to achieve excess returns in cyclical upturns
and downturns, respectively. A relative loss of 80 percent means that the fund has suffered a loss
corresponding to the loss it would have suffered if it were invested 8o percent in the benchmark and
20 percent in risk-free securities (ST1X). A relative loss of less than 100 percent means that the fund
is losing less than the market in a cyclical downturn. A relative gain of more than 100 percent means
that the fund is performing better than the market in a cyclical upturn. If you compare with a fund’s
standard deviation, these measures may explain why the standard deviation is higher or lower than
the benchmark.

Relative volatility is the standard deviation of the annual excess return relative to the benchmark
during the relevant period. Relative volatility measures the manager’s ability to create regular excess
returns relative to the benchmark, but is often used as a measure of a fund’s independence of the
benchmark.

Positive/negative index divergence shows positive or negative annual divergence during the relevant
period. If positive divergences are greater than the negative ones, the fund has achieved a higher

Relative gain/relative loss ratio shows the ratio between relative gain and relative loss. A value above
one means that the fund is getting better paid for the risk assumed relative to the benchmark. When
ranking funds investing in the same market, the measure is strongly correlated with the Sharpe Index,
but also shows whether the risk-adjusted return is better than the risk-adjusted return of the market.
Thus, the measure may be used to compare funds in different markets, as opposed to the Sharpe
Index, which may only be used to compare funds investing in the same market.

Index divergence ratio shows the ratio between positive and negative benchmark divergences. This
is a measure of the ability to create excess returns by being an active rather than a passive manager.
The higher the number, the better you get paid for each negative benchmark divergence. The
benchmark divergence ratio interprets risk as the chance of negative index divergences, as opposed
to the Information Ratio, which construes the risk as irregular excess returns (not necessarily negative

return than the benchmark. The total of positive and negative divergences is a measure of the fund’s
excess returns).

independence from the benchmark.



PORTFOLIO MANAGERS’ REPORT

Silver lining behind the

Highlights:

* The unrest on the global credit markets has
resulted in a sharp decline in “safe” government
bond yields, which have reached levels not seen
since the start of the Iraq war. Risk premiums,
for the financial sector in particular, have soared
to record levels. y

e W believe that there are clear bubble tendencies
in the U.S. and parts of the European govern-
ment bond market.

e If the danger of recession is significant, there are
few signals of this in the real economy. We
consifer it more likely that there will be a
growth pause in some countries, rather than
a global recession.

* The prices of primary commodities, such as iron
ore and coal, are still very strong, and the same
applies to shipping rates. Not exactly signals that
indicate that the world is coming to an end.

e However, just as when the technology bubble
burst after the turn of the millennium, the crisis
theory has many adherents. The world carried on
after the year 2000, as it will also do now. And,
the valuation of assets will continue to follow
value creation.

e It is more important than ever that sound
fundamental criteria are used to select
investments, and not short-term, speculative
and emotional arguments.

* European and global emerging market equities
have been well behaved in a market characterised
by fear, which has not resulted in a flight to
dollar denominated assets, which would normally
be the case. In light of the fact that the risk is
principally associated with the U.S. financial
system, this seems rational enough.

® The combination of a falling U.S. Dollar and
lower U.S. equity market valuations, may in the
longer term lead to a better climate for stock

pickers — even in the U.S.

The credit market unrest has resulted in our Hoyrente funds
performing particularly well in recent months. In step with rising
interbank interest rates, both the Hoyrente funds were able to show
an underlying return of over six percent at the turn of the month.
However, the bond funds, SKAGEN Avkastning and SKAGEN
Tellus, have struggled during the flight to "safety”. Quarter to date,
the return of SKAGEN Avkastning is up 0.7 percent, compared to
1.0 percent for its benchmark. SKAGEN Tellus has gone back 2.4
percent measured in Euro, while the Lehman government bond index
was up 0.9 percent.

With an increase of 2.5 percent quarter to date, versus 0.9 percent for
the World Index, SKAGEN Global was the winner among our equity
funds, in both absolute and relative terms. SKAGEN Kon-Tiki
added 1.8% in value, as opposed to 5.4% for the MSCI Emerging
Markets Index. SKAGEN Vekst was down 0.7 percent, which was in
line with the Oslo Stock Exchange Benchmark Index.
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Many of our companies posted good results for the third quarter. Siemens’ earnings
were excellent. The company also presented a new strategy, which confirms our
hypothesis that they don’t have leading positions in their markets. Still, they have big
ambitions of creating world class values for their shareholders.

THE INTERNATIONAL ECONOMY

Much fear and little substance for the time being

Strong leading indicators are still being reported from the U.S.
economy, but the expectations here, as in Europe, are on their way
down. Of the key ratios that provide snap indicators of economic
health, it is worth mentioning a minor weakening of the U.S. labour
market. Earnings reported by business are still positive, pulled up

by exporters profiting from the weak U.S. Dollar. However, it is

a free-falling property market that is the major drag on the U.S.

economy.

In Asia, key economic figures are generally better than expected.
China continues to steam ahead, in spite of tightening credit policies.
It is worth noticing that even though exports to the U.S. have shown
weak growth for several quarters, the trade between the countries in
the region is increasing at a record pace.

Recently, inflation has been increasing globally, due to strongly
increasing prices of food commodities and energy. Global core
inflation, however, which does not comprise these items, is moderate,
but headline inflation remains high enough for the central banks to
maintain a cautions approach.

If the danger of recession is indeed significant, it is not yet visible. We
consider it more likely that there will be a short term growth pause

in some countries, rather than a global recession. This is partley due
to leveraged consumers, but also the fact that increased investments
in capacity and infrastructure will not take place due to increased
interest rates for borrowers. However, since August, borrowing costs
have mainly increased for financial and not industrial borrowers.

COMMODITIES

Mixed fare
As already mentioned, the prices of energy and food commodities
increased strongly in October and November. Meanwhile, the
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SKAGEN Global

The SKAGEN Global equity fund invests in stocks worldwide — except Norway. As
with the other equity funds, the investment philosophy is to achieve the highest
possible return at the lowest possible risk, through investment in undervalued
companies, industries or countries. The fund seeks to maintain a balanced industry
exposure. The requirement that the companies must be of high quality and have
low valuations is absolute. At the same time company risk and market risk must be
balanced with the performance opportunities.

SKAGEN Global is regarded by independent agencies, such as the international rat-
ing agency Standard & Poor’s, as well as magazines such as “Dine Penger”, to be one
of the very best global equity funds on the market.

SKAGEN Global is suitable for investors who want an equity fund which invests
over the whole world and is therefore diversified both geographically and by indus-
try. The fund is also suitable for those who already have exposure towards the
Norwegian equity market, but who wish to strengthen their portfolio and reduce
risk with a cultivated global fund.

Fund start date

8th August 1997

Return since start 727,49 %
Average annual return 22,72 %

S&P qualitative rating AAA

Net asset value 28 522 MNOK
Number of unit holders 90 892

Subscription fee
Redemption fee
Managment fee

Minimum subscription amount
Tax schemes
Authorised for marketing in

0,0 - 0,7 % (dependent on amount)
o%

1,0 % p.a +10 % of the return exceeding
the return of the benchmark

One-time subscription NOK 1,000

Unit Link

Norway, Sweden, Denmark , Netherlands,

HISTORIC PRICE DEVELOPMENT

1000

800 800

SKAGEN Global
— WORLD INDEX (NOK) -
= = = 20 % ANNUAL GEOMETRIC RETURN -~

NAVSKAGEN GLOBAL

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

SECTOR DISTRIBUTION

CASH — 7
UTILITIES — 3%
TELECOM I 2 %
INFORMATION TECHNOLOGY —— 1
FINANCIALS I 19,2 %
HEALTH CARE I35 %
CONSUMER STAPLES G 9,
CONSUMER DISCRETIONARY 2%
INDUSTRIALS — P
RAW MATERIALS I O, ( %

ENERGY
-5% 0% 5% 10% 15% 20% 25% 30% 35%
% OF NET ASSETS UNDER MANAGEMENT

GEOGRAPHICAL DISTIBUTION

Finland, Luxembourg, Iceland, UK CASH G
Benchmark MSCI Daily Net $ World Index measured in SOUTH AMERICA I 13 %
NOK PERIPHERY EU I 1 %
UCITS fund YES NORWAY Wo7%
Portfolio Manager Filip Weintraub RUTEENESE I 7 %
COREEU I 15,7 %
YEAR RETURN ON BENCHMARK NET ASSET ~ NUMBER OF TOTAL AN —
INVESTMENT VALUE*  UNIT HOLDERS cosT EMEA I 5
Year to date ASIAEXCL. JAPAN I 23,6 %
pr30.11.07 10,82 % 2,09 % 28522 90 892 ok 5% 0% 5% 0% 15% 2% 2% 0% 35%
2006 24.07 % 10,79 % 22113 77148 2,20% % OF NET ASSETS UNDER MANAGEMENT
2005 39,21% 21,93 % 13 828 52715 2,42 %
2004 24,55 % 4,46 % 6958 35971 2,88%
2003 62,82 % 28,04 % 4387 28772 3,49%
2002 -23,20 % -37,97 % 2176 26 465 3,06 %
2001 -4,24 % -16,07 % 2 660 24767 2,25%
2000 - 4,65 % -5,12 % 2863 22 093 1,74 %
1999 13,41 % 30,73 % 2092 9983 568%
1998 47,16 % 26,52 % 237 1017 2,24%
1997 -3,08 % -8,21% 32 24 3,28%
*MNOK

**THE FUND WAS ESTABLISHED DURING THE YEAR
***Calculated at end of December o7
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SKAGEN Kon-Tiki

Like our two other equity funds, SKAGEN Vekst and SKAGEN Global, SKAGEN Kon-Tiki HISTORICAL PRICE DEVELOPMENT

has as its overall objective to achieve the highest possible return at the lowest pos-

sible risk.
500 500
400 400
The fund will invest at least 50 percent of its assets in emerging markets. These are w00 SKAGEN Kon-Tiki o0
. ) _ — MSCI GEM NET (NOK) 7
markets that are not included in the Morgan Stanley World Index. They are: Eastern £ 250 - = = 20 % ANNUAL GEOMETRIC RETURN -- 250
3 209
g
=

Europe, Turkey, Africa, Asia (except Japan, Singapore and Hong Kong) as well as all of
Latin America including Mexico.

Following from our requirement to have a reasonable industry balance, 50 percent of
the fund’s assets may be invested in markets that are included in the Morgan Stanley
World Index. However, the condition is that these companies must be registered in e o o e e
and/or have emerging markets as their substantial business area. SKAGEN Kon-Tiki is a
company oriented fund focusing on geographical areas with high growth and compa-

nies with low valuations SECTOR DISTRIBUTION

Like our other equity funds, the focus of the investments of the SKAGEN Kon-Tiki fund

is directed at individual companies, independent of markets and industries. A bal-

CASH -1,1% Il

: . - INTEREST BEARING INSTRUMENTS W 0%
anced industry exposure is sought, however. This fund also has strong cash flow and/ TS S
or low gearing as important selection criteria for investment objects. Likewise, the TELECOM ——
« . INFORMATION TECHNOLOGY ] %
three “SKAGEN U’s”: Undervalued, Under-researched and Unpopular. ANANGIALS e — T
HEALTH CARE ——
I ) . CONSUMER STAPLES I ;%
SKAGEN Kon-Tiki is suitable for an investor who wants to benefit from the value crea- CONSUMER DISCRETIONARY I O %
tion taking place in the world’s emerging markets. The fund offers the opportunity of Il —— |

extraordinary returns by investing in geographic areas with huge growth potential, but
at a higher risk than with a global/ Norwegian equity fund.

Fund start date

sth April 2002

ENERGY 1 5 '

4% 2% 0% 2% 4% 6% 8% 10% 12% 14% 16% 18% 20% 22%
9% OF NET ASSETS UNDER MANAGEMENT

Return since start 353,88 %
Average annual return 30,65% GEOGRAPHICAL DISTRIBUTION
S&P qualitative rating AAA
Net asset value 19 1779 MNOK
Number of unit holders 56 987 WESTAFC:;: il %ll o2
Subscription fee 0,0 % - 0,7 % (dependent on amount) SOUTH AMERICA — T
Redemption fee 0% PERIPHERY EU |
Managment fee 2,5 % p.a. plus/minus variable management NORWAY I 5%
NORTH AMERICA I
fee CORE EU B 2%

Minimum subscription amount One-time subscription NOK 1,000 JAPAN B

EAST AFRICA lo1%

Tax schemes
Authorised for marketing in

Unit Link
Norway, Sweden, Denmark , Netherlands,
Finland, Luxembourg, Iceland, UK

EMEA [ 5 %

ASIA EXCL. JAPAN
5% 0% 5% 10% 15% 20% 25% 30% 35% 40%

Benchmark MSCI Daily Net $ EM Index Free measured % OF NET ASSETS UNDER MANAGEMENT
in NOK
UCITS fund Yes

Portfolio Manager

J. Kristoffer C. Stensrud

YEAR RETURN ON BENCHMARK NET ASSET NUMBER OF TOTAL
INVESTMENT VALUE* UNIT HOLDERS COST
Year to date
pr30.11.07 23,18 % 23,13 % 19 179 56 987 .
2006 22,75 % 21,96 % 13 918 44 692 2,52%
2005 59,25 % 49,23 % 8749 29553 3,16 %
2004 32,35 % 14,33 % 3227 16259  3,95%
2003 102,93 % 50,41 % 1M 9835 385%
2002** -29,82 % -33,41% 250 4190 3,89%
*MNOK

**The fund was established during the year.

***Calculated at end of December o7
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GRAPHISOFT PARK 434 904 7610 029 1387,00 HUF 19 363 100 11753 072 0,10 % BUDAPEST
ABERDEEN ASSET MANAGEMENT PREF. 6.25 939 11 208 364 1775,00 GBP 18 958 997 7750633 0,10 % LONDON
NOVAE GROUP 4695 700 18 847 748 0,32 GBP 17 092 348 -1755 400 0,09 % LONDON
STATE BANK OF INDIA (P-NOTE) 48 755 4149 204 62,00 usb 16 714 628 12 565 424 0,09 % BOMBAY
ALBARAKA TURK KATILIM BANKASI AS 369 036 6 840 705 5,30 TRY 9173128 2332423 0,05 % ISTANBUL
TOTAL FINANCIALS 2 042 940 662 2777618 862 734 678 200 14,48 %

INFORMATION TECHNOLOGY

SAMSUNG ELECTRONICS PREF. 330 000 924 961 067 414.000,00 KRW 819 036 900 -105 924 167 4,27 % SEOUL
SAMSUNG ELECTRONICS PREF. GDR 432 826 414777 109 224,00 usb 536 101 746 121 324 637 2,80 % LONDON INT.
ERICSSON NIKOLA TESLA 24 603 28 293 831 2 865,00 HRK 78 241 230 49 947 400 0,41 % ZAGREB
TOP ENGINEERING 700 000 43 525 660 7 540,00 KRW 31641610 -11 884 050 0,16 % SEOUL
TRAVELSKY TECHNOLOGY 2000 000 6159 388 8,37 HKD 11927 250 5767 862 0,06 % HONG KONG
TOTAL INFORMATION TECHNOLOGY 1417 717 055 1476 948 737 59 231 682 7,70%

TELECOM

INDOSAT TBK,ADR 2653 900 489 237 151 45,24 usb 663 885 240 174 648 089 3,46 % NEW YORK
BHARTI AIRTEL LTD 4700 000 114111 326 24,50 usb 636 721 925 522 610 599 3,32% LONDON INT.
SISTEMA JSFC S GDR 1014 000 175 370 432 39,50 usb 221 473 063 46 102 631 1,15 % LONDON INT.
TOTAL ACCESS TELECOMMUNICATION 15155 800 31424726 1,15 usb 96 374 596 64 949 870 0,50 % SINGAPORE
PAKISTAN TELECOM 10 000 2718 037 72,57 usb 4012 758 1294721 0,02 % 0TC

TOTAL TELECOM 812 861 672 1622 467 582 809 605 910 8,46 %

UTILITIES

ELETROBRAS PREFERED 17100 000 976 962 659 24,85 BRL 1321 547 850 344 585 191 6,89 % SAO PAULO
ELETROBRAS ORD. 1150 000 88 468 362 25,00 BRL 89 412 500 944 138 0,47 % SAOQ PAULO
TOTAL UTILITIES 1065 431 022 1410 960 350 345 529 328 7,36 %

INTEREST BEARING INSTRUMENTS

ISLANDSK STAT 600 000 000 49 802 043 87,46 ISK 49 609 741 -192 302 0,26 % REYKJAVIK
TOTAL INTEREST BEARING INSTRUMENTS 49 802 043 49 609 741 -192 302 0,26 %

TOTAL EQUITY PORTFOLIO 14 030 777 266 19 380 386 722 5 349 609 456 101,05 %

DISPOSABLE LIQUIDITY -200 616 661 -1,05 %

TOTAL SHARE CAPITAL 19 179 770 061 100,00 %

BASIS PRICE AS OF 30.11.07 453,8810

THE MARKET VALUE AS OF 30.11.07 IS THE LAST QUOTED PRICE FROM THE STOCK EXCHANGE. THE AVERAGE COST METHOD IS USED FOR THE CALCULATION OF SALES GAIN.

SKAGEN Avlqastning

SKAGEN Avkastning is a bond fund which only invests in issues with low default
risk, i.e. government bonds, government guaranteed loans, loans to financial insti-
tutions and bank deposits. The fund has an international investment mandate but
investments are primarily made in Norway.

By balancing investments between interest bearing securities with short and long
maturities, the fund should over a period of six months seek to achieve the best pos-
sible return in the fixed income market. The starting point is that the fund should
only assume interest risk if this is expected to provide a reasonable excess return
compared to risk free investments. This entails, for example, that the fund, during
periods when the interest level is expected to increase more than what is discounted
by the market, may have a duration (the remaining time to maturity for the loans)
much like a money market fund.

We limit the price risk for unitholders when we regard this as necessary. This
flexibility makes SKAGEN Avkastning a good alternative for investors who do not
wish, or do not have the resources, to monitor the fixed income markets all the
time for active allocation of their interest bearing assets.

Fund start date

Return since start

Average annual return

S&P qualitative rating

Net asset value

Number of unit holders
Subscription fee
Redemption fee
Managment fee

Minimum subscription amount
Tax schemes

Authorised for marketing in

16th September 1994

136,1 %

6,71 %

DG R T

4 232 mill NOK

14120

0%

0%

0,5 % p.a.

One-time subscription NOK 1 ooo
Unit Link

Norway, Sweden, Denmark and
Luxembourg

Benchmark Oslo Stock Exchange Government
Bond Index

UCITS fund Yes
Portfolio Manager Ross Porter
YEAR RETURN ON BENCHMARK NET ASSET NUMBER OF

INVESTMENT VALUE* UNITHOLDERS
Year to date
pr 30.11.07 5,21 % 3,42 % 4 232 14120
2006 3,85 % 0,89 % 3 020 12 279
2005 5,82 % 2,55 % 2 827 6385
2004 572 % 549 % 575 2363
2003 6,15 % 1,13 % 144 937
2002 6,74 % 8,50 % 120 568
2001 6,17 % 7,65 % 60 343
2000 6,06 % 4,55 % 38 261
1999 4,57 % 549 % 36 194
1998 3,63 % 2,86 % 21 154
1997 3,66 % 6,05 % 72 185
1996 9,77 % 8,73 % 60 131
1995 16,11 % 14,07 % 34 54
1994 ** 571 % 5,53 % 5 18
*MNOK

**The fund was established during the year



SKAGEN Tellus

SKAGEN Tellus is an actively managed global bond fund which invests in bonds
issued by governments, regionals authorities and financial institutions all over
the world.

The fund’s strategy is to use thorough research to find undervalued bonds with
potential for good returns in the form of capital gains.

SKAGEN Tellus is a good option for investors who wish to invest in global bonds
and who have an investment horizon of at least 12 months. Investors must be
tolerant of currency exchange rate fluctuations. The fund is well suited to be

Redemption fee

Management fee

Minimum subscription amount
Authorised for marketing in

Benchmark Index
UCITS fund
Portfolio Manager
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0%

0,8 % p.a.

One-time subscription NOK 1 ooo
Norway, Sweden, Denmark, Netherlands,
Finland, Luxembourg, Iceland, UK

Lehman Global Treasury Index 3 - 5 years.
Yes

Torgeir Hpien

YEAR RETURN ON BENCHMARK NET ASSET NUMBER OF
part of a long-term investment portfolio. INVESTMENT VALUE* UNITHOLDERS
Year to date
* % [ 0,
Fund start date 29th September 2006 pr30.m.07 197 % -0,75% 888 2448
A 2006 0,66 % -2,87% 574 2557
Return since start 4,31%
Average annual return 3,62 “MNOK . )
. **The fund was established during the year
Net asset value 888 mill NOK
Number of unit holders 2448
Subscription fee 0%
SKAGEN Tellus Securities portfolio as of 30.11.2007
£ 8 H g2 < b
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FLOATING RATE SECURITIES
FINANCIALS NOTES (EUR)
ALLIED IRISH BANKS PLC 04-11-10 4,69 2000 000 16 108 841 807,84 52 864 16 156 810 16 209 674 47 969 1,82 %
ASB FINANCE LTD LONDON 13-02-12 4,63 2000 000 16171185 795,66 35495 15913 240 15948 735 -257 945 1,79 %
CAJA AHORROS BARCELONA 20-11-09 4,61 2000 000 16 289 805 807,84 20789 16 156 810 16 177 599 -132 995 1,82 %
DANSKE BANK 08-09-11 4,83 2000 000 16 666 504 807,84 176 649 16 156 810 16 333 459 -509 694 1,84 %
DNBNOR 11-04-11 4,85 0 0 808,65 123 155 0 123155 0 0,01 %
FINANCE FOR DANISH IND 03-11-09 4,90 2000 000 16 828 653 787,54 55232 15 750 860 15806 092  -1077793 1,78 %
HSBC FINANCE CORP 28-10-13 4,85 2 500 000 20 774 888 771,31 87 559 19 282 625 19370184  -1492 263 2,18 %
NATIONAL AUSTRALIA BANK 23-01-12 471 2000 000 16 255 435 807,03 80 679 16 140 572 16 221 251 -114 863 1,83 %
NORTHERN ROCK PLC 13-03-12 4,85 2000 000 16 153 097 730,71 170 634 14 614 200 14784834  -1538897 1,66 %
0KO BANK PLC 21-06-11 4,80 2000 000 16 502 345 807,84 151 649 16 156 810 16 308 459 -345 535 1,84 %
SAMPO BANK PLC 17-10-13 4,81 2000 000 16 842 982 807,84 95 442 16 156 810 16 252 252 -686 172 1,83 %
BONDS (AUD)
FOREIGN GOVERNMENT BONDS
NEW SOUTH WALES STAT 01-03-17 5,50 4000 000 19 435 838 454,26 265 981 18170 333 18436 315 -1 265 505 2,07 %
BRASILIANSK STAT 10-01-28 10,25 27 500 000 86 256 555 287,95 3412372 79 186 047 82598419 -7 070 508 9,30 %
COLOMBIANSKE STAT 22-10-15 12,00 5000 000 000 16 626 986 0,30 173 340 15 141 336 15314676 -1 485650 1,72%
BELGISKE STAT 28-03-08 5,75 2000 000 16 982 743 815,96 630 110 16 319 190 16 949 300 -663 553 1,91 %
FINSKE STAT 04-07-08 3,00 8500 000 66 858 235 806,95 842 845 68 590 530 69 433 375 1732295 7,81 %
(STERISK STAT 15-01-08 5,00 2000 000 17127 297 812,79 709 578 16 255 862 16 965 440 -871 436 1,91 %
TYSKE STAT 13-06-08 3,25 8000 000 62 835 682 808,73 980 491 64 698 687 65679 178 1863 005 7,39 %
UK STAT 07-12-07 7,25 3500 000 39 550 961 1133,76 1383163 39681730 41 064 893 130768 4,62 %
ISLANDSK STAT 17-05-13 7,25 920 000 000 81541132 7,92 3250 640 72 887 617 76 138257 -8 653 515 8,57 %
MEXIKANSK STAT 28-12-36 10,00 130 000 000 88 614 900 61,79 2834 873 80 327 509 83162 383 -8 287 391 9,36 %
ONTARIO FYLKE KANADA 16-06-15 6,25 8000 000 33000 940 390,64 968 708 31251112 32219820 -1749828 3,63 %
DEN EUROPEISKE INVESTERINGSBANKEN (AAA)  30-03-16 0,00 52 500 000 78 044 251 172,12 0 90 362 927 90 362 927 12 318 676 10,17 %
VERDENSBANKEN (AAA) 04-04-17 0,00 100 000 000 37 117 570 35,38 0 35 384 854 35384854 -1732716 3,98 %
TOTAL EQUITY PORTFOLIO 812 586 826 16502249 790 743 282 807 245531  -21 843 544 90,85 %
DISPOSABLE LIQUIDITY 79 979 253 0 81272 827 81272 827 1293 574 9,15 %
TOTAL 892 566 079 16502249 872016 110 888 518 358 -20 549 970 100,00 %
KEY PORTFOLIO FIGURES
Effective underlying return 7,44 %
Effective return to customers* 6,64 %
Interest rate sensitivity** 3,67

*

Effective underlying return adjusted for management fee.

o

Effective interest is the average annual return on an interest bearing security until maturity.
Securities are valued at market prices as of 30.11.2007.

Interest rate sensitivity is a simplified expression of how much the price of the security will change if the interest rate changes by 1 percentage point.

Bonds and notes for which there are no “market-maker” prices are at all times valued against the applicable yield curve.

Unit price as 0f30.11.07 101,0626



4 Back to page one

Fund ranking

SKAGEN
Vekst

SKAGEN

FUND RANKING Global

Morningstar

(5 = Best quantative rating) 2.8.8.0.0.¢

2.2.8.8.9 ¢

Wassum
(5 = Best quantative rating)

00000

Standard & Poor’s
(AAA = Best qualitative rating)

AAA AAA

Citywire (3 year returns)

No 6 of 580
Portfolio manager ranking ooors

Europe 2006/07  Europe 2006

. Best fund Best fund
Lipper Fund Awards 3 & 5 years 3 & 5 years
Equity Global Equity Nordic

Empty fields means that ratings have not been carried out for this fund. As of 28th September 2007.

NOTICE

Historical returns are no guarantee for future returns. Future return will, among other things, depend
on market developments, the skill of the manager, the fund’s risk profile as well as expenses associated
with subscription, management and redemption. The investment return may become negative as a
result of negative price developments. Investments in foreign currencies are not hedged.

Subscription fee equity funds: max. 0.7%. Annual management fee for SKAGEN Vekst and SKAGEN
Global is 1% + variable management fee. In SKAGEN Vekst returns above 6% are shared 9go/10 between
unitholders and the management company. With SKAGEN Global the variable part comes into play
when the return exceeds the benchmark, Morgan Stanley Daily Net $ World Index, measured in NOK.
The management fee for SKAGEN Kon-Tiki is 2.5% p.a. plus/minus a variable management fee: The
accumulated return exceeding the benchmark Morgan Stanley Daily Net $ Emerging Markets (in NOK)
is shared 9o/10 between the shareholders and the management company. However, the total annual
management fee has an upper ceiling of 4% of average net asset value. In case of a lower return than
the benchmark, the loss is similarly shared go/10. However, the reduction of the annual management
fee is limited so that it is a minimum of 1% of average net asset value.

SKAGEN Global and SKAGEN Kon-Tiki may be charged a variable management fee even if the fund’s
return has been negative, as long as the fund has outperformed the benchmark. In the opposite case,
the fund may have a positive return without being charged a variable management fee, as long as
there is no outperformance of the benchmark. The fixed management fee is calculated daily and is
charged on a quarterly basis. The variable management fee is calculated daily and charged on an
annual basis.

For SKAGEN Avkastning there are no costs associated with the purchase and sale of shares. Neither are
there any withdrawal limits. The annual management fee is 0.5% for SKAGEN Avkastning.

Please refer to the product sheets and prospectuses for a detailed description of the cost, etc. They are
available upon request from SKAGEN Funds.

SKAGEN SKAGEN SKAGEN
Avkastning Kon-Tiki Tellus
dokkkk  dhkokokok

Q00000
AAA
No 5 of 299

No 6 of 100
(Last 12 months)

Nordics 2007
Best fund 3 years
Bond Norwegian

Krone

Europe 2006  Best fund 3 years
Best fund 3 years Bond Norwegian
Equity EM Global Krone

RIGHT OF CANCELLATION

When you buy fund units, according to the Right of Cancellation Act (Act no. 105 of 2001-12-12, ref.
§22b, litra a), clients basically have no right of cancellation. However, when subscriptions are sent

to us by mail/fax or are carried out via the Investor client at VPS (My Account), this is considered
remote communications and we do assume obligations according to the Right of Cancellation Act. As
a client, you are entitled, among other things, to information about the fund and the management
company (ref. §7a) prior to, and latest immediately after, the purchase (ref. §9a).

The information is available in the fund’s product sheet (simplified prospectus) and the general
commercial terms. These documents have been prepared in Norwegian, Swedish, Danish and English.
Statutory information is sent to unit holders in the welcome letter immediately after the first
subscription. After this, unit holders find all information on our website www.skagenfunds.com, as
well as in market reports and the annual report that is distributed to unit holders a total of eight
times a year.
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Burst of finance bubble llealtlny

As 2007 comes to an end, it is time to reflect
on the past year. As with all years ending
with 7, neither was 2007 free of turbulence.
However, the fact that we have experien-
ced in part great fluctuations on the fixed
income and equity markets this autumn, is
nothing special, writes Portfolio Manager
Kristoffer Stensrud in a commentary in
Norwegian newspaper Dagens Naringsliv.

After five years of continuous global economic boom, the
likelihood of the occurrence of speculation and imbalances

is great. However, we have not seen anything resembling a
crack in the equity markets. True, the developed markets
have had a rather poor year, but the global emerging markets
can boast of a price increase of over 25 percent. The big
drama has been in the fixed income markets.

As of almost the middle of December, the Oslo Stock
Exchange is up a little over 10 percent, but it is worth not-
ing that half the shares on our domestic bourse have pro-
vided a negative return this year. Thus, the recovery has
been relatively concentrated around a selection of shares. It
is also worth noting that the average share, measured by the
median, has become cheaper during the past year.

The main drivers this year have been headwind from interest
and currency exchange rates, and a tailwind from shipping
and oil prices.

At the time of writing, Norwegian investors that have been
invested in the global equity market (represented by the
index) this year, have a small (percentage) loss on their
investment. The loss is primarily due to a strong NOK
exchange rate. This year’s big upset came in the financial sec-
tor, which has been strongly downgraded with respect to its
share of the World Index. Earlier this year it constituted over
25 percent of the Index, but now only represents 23 percent.
The price/earnings ratio for global corporations, excluding
finance, has not increased this year. Increased risk premiums
are to blame. If we include the financial sector, the total
earnings of the companies comprised by the World Index
will fall in 2007, relative to 2006.

The fact that the global emerging markets are continuing
their progress, in both absolute terms and relative to the
developed markets, is primarily due to the following: These
countries maintain very high economic growth. Corporate
earnings have increased dramatically. Their debt-equity

ratio is now down to under 40 percent, versus 60 percent in
the developed world. Besides, corporate valuations on the
emerging markets were lower at the start of the year. On top
of this, we had a paradoxical "flight to safety” during the

second half of the year. Not
unexpectedly, the Chinese
markets were among the
winners, but also Brazil and
Turkey are flying high, with
returns of over 50 percent.
The latter two are consid-
ered to be among the most
volatile global emerging
markets.

At the start of 2008, the
world of capital has segre-
gated into two camps. Some
are preaching the end of the
world, as a consequence of
falling U.S. home prices,
possible drop in consumer
spending and the possibility
of a U.S. recession. They receive support from diving con-
fidence indicators in developed countries. The other camp
preaches ”a dangerous thought™: that it is different this time.
Overall, the world economy has never before in history been
less dependent on the developed countries. The years 1989-
1993 showed that it was possible for the global emerging
markets to have a long period with different equity develop-
ment than the developed countries. The final result was a
quite dramatic overvaluation.

Kristoffer Stensrud

Portfolio Manager

Naturally, the financial sector regards the problems of the
financial sector as the key issue. This may perhaps contain
an element of overestimation of their own worth, and a
small element of putting the cart before the horse. Even the
most snooty financial acrobat has to realise that is impossible
to defend the finance industry constituting around 25 per-
cent of global equity capitalisation (as it has in recent year),
by the mere fact that a corresponding share of global value
creation stems from this sector (has fallen recently, as men-
tioned above).

The most probable scenario for what will happen to the
world economy going forward, is somewhere between the
two above-mentioned camps. We have not seen the end of
the bad news from the financial sector, and we have a heavy
fourth quarter reporting season ahead of us. The finance
industry has quite a tradition of skeletons falling out of the
closets all at the same time. And the closets are still far from

empty.

The general experience from the past 30 years is that, unless
you are caught by a speculative cycle, it pays to be invested
in shares. Now that the financial bubble has been burst,
global equities are again relatively free of speculation. Best
rewarded will be the equity investors who have put fresh bat-
teries in the calculator they keep on the nightstand.



