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Our most recent commentary focused on the state of banks’ balance sheets, when we argued that not only are they well reserved 
for future loan problems (even though there is little evidence, as yet, of these problems) but they have considerable surplus capital 
should current assumptions prove too generous (and, in our view, more than enough to start paying dividends again). However, 
what if the underlying reason for the discount attached to banks (see charts below) is nothing to do with the quality of their balance 
sheets, but more about investors’ views on the outlook for their business models in a digital era? After all, the chart below highlights 
how investors are happy to assign large premiums in the payments space on the perceived strength of their longer-term structural 
positioning. 

It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this document. A list of all 
recommendations made since the Fund’s inception are available upon request. All opinions and estimates constitute the best judgment of Polar Capital as of the date 
hereof, but are subject to change without notice, and do not necessarily represent the views of Polar Capital. Past performance is not indicative or a guarantee of future 
results.

S&P 500 ex-Tech v KBW Bank Index

Underpinning this view is that a balance sheet-driven model (making loans/taking deposits and earning a margin) as espoused by 
banks will no longer be profitable in an era of low interest rates, while fee income from specialist services will come under pressure 
as nimbler new entrants without high distribution costs price lower and take share from the banks. The restrictions imposed by the 
COVID-19 crisis will further accelerate the shift to a digital model and the historic advantage of an extensive branch network will 
become meaningless. Fortunately, for those of us still investing in the banking sector, during the COVID-19 pandemic many of these 
arguments have been exposed as froth, not too dissimilar from the valuations often attached to fintech stocks, and the incumbent 
banks have proved to be as much beneficiaries of many of the structural trends currently underway. 

Margins: Lower but still profitable and with considerable upside

Most banks’ revenues come from the margins they make between their asset yields and their funding costs and the trends on those 
margins would imply the current model is under severe pressure. Our view is that the trends are highlighting a certain resilience even 
in the face of exceptionally low interest rates. Below we have shown the trend in margins for the major US banks, which is clearly 
downwards as interest rates have fallen, and we expect some further pressures ahead assuming interest rates remain at such low 
levels. However, this cannot be looked at in isolation to the risk of the balance sheet (e.g a book of credit card lending has excellent 
margins but is much higher risk than lending to a large corporate on lower margins). Also, the table below highlights how the 
decline in loan margins at JP Morgan has been far less dramatic than overall net interest margins, suggesting much of the change 
in margins reflects a change in the asset mix of the balance sheet and lending continues to be done at very profitable levels. The 
COVID-19 crisis has seen huge flows of new deposits that cannot be lent out in the form of corporate and retail lending in a weak 
economy and so are being invested in low-earning assets. Cash as a percentage of interest-earnings assets has on average increased 
by six percentage points while loans as a proportion of assets have fallen five percentage points, to 51%, from the end of 2019 to 
3Q20. Today, margins are lower partially because the balance sheet risk is lower and that is reflected in lower levels of provisioning 
and consequently has much less impact on total profitability than originally perceived.

When the economy recovers, these deposits and the corresponding low-yielding assets on banks’ balance sheets will either be used 
for spending or will be lent out thereby boosting margins. What is also completely ignored is that the banking sector globally has 
become far more sensitive to rising rates as the proportion of non-interest-bearing deposits rise. From the end of 2019, non-interest-
bearing deposits in large US banks grew from 25% of deposits to 31% by 3Q20. In the event of small rate rises, banks will not only 
see wider loan spreads but the changing mix of assets and the zero cost of deposits will provide an additional boost to their margins.
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JP Morgan NIM and loan margin

Eurozone loan spreads and deposit rates
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Though some of the issues are the same in European banking (bank margins have faced headwinds from negative interest rates and 
seen a surge in deposits during the recent downturn) the potential benefits could very well be less. Large low-earning mortgage 
books (where it can be politically difficult to raise rates) along with a negative rate environment  can make it more difficult to 
capitalise in a recovery on changing the mix and repricing loans upwards. However, given the low-rate environment and high 
levels of surplus liquidity, European banks would still be clear beneficiaries of a rising rate environment with the banking sectors in 
peripheral Europe particularly sensitive, given the shorter repricing timeframe on assets and a higher proportion of floating rate loans 
linked to Euribor. 

Even within European banks, however, when adjusted for risk (ie taking account of loan loss provisioning), bank margins are 
expected to recover to past averages once loan loss provisioning starts to fall. To reinforce the message of lower-risk balance sheets 
impacting margins, the charts below also show the make-up of the loan book has improved, with banks increasingly shifting to 
lower risk and lower margin products. Within corporate loans, banks’ share of the leveraged loans market has decreased since the 
global financial crisis (GFC). Similarly, within the consumer book, US banks have grown lower-risk mortgages while letting second-
lien lines (HELOCs) run off. We would reiterate that lower margins are partly a reflection of lower risks rather than some fundamental 
undermining of banking business models.

It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this document. A list of all 
recommendations made since the Fund’s inception are available upon request. All opinions and estimates constitute the best judgment of Polar Capital as of the date 
hereof, but are subject to change without notice, and do not necessarily represent the views of Polar Capital. Past performance is not indicative or a guarantee of future 
results.
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US bank NIM vs provisioning

Mortgage vs HELOC loans - US banks

European Banks: risk-adjusted margin
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Another commonly held assumption is that in a negative interest rate environment banks will simply not be able to earn a reasonable 
return. However, the evidence in Scandinavia (see charts below) is that negative rates have not had a material negative impact on 
banks. Denmark and Sweden have been in a negative rate environment for over five years yet have experienced only a marginal 
change in margins. To a large extent this reflects the different funding structure in the Nordics which incorporates a significant 
portion of wholesale funding, through covered bonds, with both banking sectors therefore less reliant on retail deposits. Added to 
this, the ECB has introduced various measures designed to stimulate lending through lower funding costs (TLTRO-III provides funding 
as low as -1% if lending criteria are met) and shield the impact from negative rates (a tiering system allows banks to deposit with 
the ECB at 0% instead of the -0.5% deposit facility rate). While the tiering system provides some mitigation to negative rates, it is 
capped at 6x a bank’s minimum reserve requirement and so negative TLTRO funding rates have contributed to the narrowing in loan 
spreads. 

It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this document. A list of all 
recommendations made since the Fund’s inception are available upon request. All opinions and estimates constitute the best judgment of Polar Capital as of the date 
hereof, but are subject to change without notice, and do not necessarily represent the views of Polar Capital. Past performance is not indicative or a guarantee of future 
results. Forecasts contained herein are for illustrative purposes only and does not constitute advice or a recommendation.
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Dankse: NIM Trend Nationalbank CD rate 

Source: Bloomberg, November 2020; Swedbank company reports Source: Bloomberg, November 2020; Danske company reports

Within emerging markets not only are margins still at highly profitable levels but action taken by central banks to lower interest rates 
in response to COVID-19 has led to margin expansion in a number of markets (Indian private sector banks, the Philippines, Pakistan 
and Russia) driven by a fall in the cost of funding. While asset spread compression (repriced with a lag to funding) is expected to 
weigh on margins in Pakistan and the Philippines in 2021, the outlook remains positive in India (private sector banks have widened 
their funding cost competitive advantage and have support from deploying excess liquidity). 

Most investors are not even factoring meaningful rises in interest rates and these will provide a further boost. The consequence of 
the unprecedented response by governments to the crisis has been a material increase in the levels of public debt. With world non-
financial debt to GDP at record levels, governments could look to inflate this debt away while also controlling longer-dated yields 
through yield curve control. However, with bank share prices closely tied to inflation expectations, a scenario of higher inflation and 
rates rises along with intervention at the long end is still likely to be a net positive for the sector as it would challenge the current 
consensus expectation of negative rates and ‘Japanification’.  

Our view is that even if rates were to rise, the long-term level of interest rates will remain low by past standards so long-term 
margins will remain lower, but banks can offset this by originating and then selling loans. US banks have been doing this for years 
in terms of their mortgage lending. A banking sector which takes a more asset-lite approach could have very meaningful positive 
upside to future RoEs, with European banks potentially the greatest beneficiaries. We may have recently seen a preview of possible 
action banks may take, with JP Morgan in November signing an agreement with two European pension managers to transfer an 
undisclosed amount of risk from a $2.5bn corporate loan portfolio thus reducing the amount of capital it needs to keep aside. 
We reiterate that current margins also need to be looked at in relation to risk which consequently has implications on capital 
requirements and future RoEs.

Bond markets, not fintech, remain the key competitor in lending

In the event of economic recovery, although banks will see improving returns on their historic stock of lending as margins widen, 
some could argue they are not the best investments to capture growth in new lending and much of this will move to new entrants 
pricing aggressively with a more targeted approach to credit risk. Though there is no evidence of this when looking at deposit 
growth, there is some truth when looking at loan growth although the true competitor of the banking industry has been the bond 
market rather than new fintech models of lending.

In the US, at the outset of the pandemic, we witnessed corporates draw down on their bank credit lines as they looked to raise 
liquidity. However, following actions by the US Treasury and Fed to calm capital markets, yields fell resulting in record corporate bond 
issuances (+63% y/y) and paydowns of bank loans (see chart below). As these facilities by the US treasury and FED are wound down, 
we expect the relative advantage of capital market funding over bank borrowing will dissipate and corporate loan growth at US 
banks will resume growth as the economy recovers.

It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this document. A list of all 
recommendations made since the Fund’s inception are available upon request. All opinions and estimates constitute the best judgment of Polar Capital as of the date 
hereof, but are subject to change without notice, and do not necessarily represent the views of Polar Capital. Past performance is not indicative or a guarantee of future 
results.
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With regards to fintech models, while UK neobanks have been successful in driving scale in customer numbers (neobank penetration 
is 27% of the UK market in 2020 versus 7% in 2018) this has not translated into a significant market share in lending. Neobanks 
have played a larger role in 2020 in terms of lending as part of state-backed relief schemes (see pie chart above) with digital banks 
and Funding Circle representing 13% of the UK’s Coronavirus Business Interruption Loan Scheme (CBILS – £18.5bn approved by 15 
November) while Funding Circle’s P2P platform has provided an efficient means of approval (24% market share in number, rather 
than value, of loans approved, as of November 2020). The high level of automation in Funding Circle’s decision-making (40% of 
loans are processed by instant decision technology, taking nine seconds on average to make a decision) is ideally suited to the recent 
surge in applications for government guaranteed lending (CBILS carries an 80% government guarantee) but their asset quality 
experience in a benign credit environment prior to the crisis (evidenced by a weaker return profile on 2017 and 2018 vintages) 
has raised questions as to their ability to underwrite over a cycle without the benefit of state-supported lending. While there are 
examples of digital banks that have achieved profitability through balance-sheet lending (OakNorth has a run-rate RoE of c23% in 
2020 supported by a 29% cost/income ratio), they are rare while the challenges faced by lending platforms achieving profitable 
growth has been highlighted by their share price performance post IPO (Funding Circle -80%, LendingClub -94%, OnDeck Capital 
-92%).

It could be argued that the banks are also being replaced by government lending schemes. The US Congress established the 
Paycheck Protection Program (PPP) under the Cares Act, whereby banks would lend to small and medium-sized businesses at a 
fixed 1% rate and receive additional fees of 1-5% depending on the loan amount. The loans under PPP would be forgiven if certain 
criteria were fulfilled, such as the amount spent on paycheques and rent – banks estimate 80% of these loans to be forgiven. 
While this program offset the strong loan growth witnessed earlier in the year, as the borrowers paid back on their bank lines, 
significantly it reduced credit risk for the banks as it provided borrowers, mostly existing bank clients, with grants to help overcome 
cashflow crisis. To further assist banks, the Fed established a PPP lending facility allowing banks to borrow from the Fed with the 
PPP loans – which are 100% guaranteed by the Small Business Association – as collateral at a fee of 35bps. Additionally, PPP loans 
were assigned a risk weight of 0% under the risk-based capital rules. In essence, while these loans are margin dilutive, the impact is 
mitigated by the healthy fees component, reduced credit risk, attractive funding for the loans provided by the Fed and finally freed-
up bank capital at a time of increased uncertainty. The limited duration and one-off scope of the program ensures banks are not 
undermined.

Banks are capitalizing on shift to digital distribution

With regards to whether branch closures will result in an erosion of banks’ ability to maintain and control customer relationships, we 
would argue the pandemic has simply accelerated trends which were happening previously and could provide considerable cost-
cutting benefits enabling them to compete more directly with fintech models.  

The trend of branch closures in the US, as the below chart shows, has been continuing for some time. Truist bank, formed after 
the merger of Suntrust and BB&T, plans to close 800 (c28%) of its 2,884 branch footprint over the next two years. Further, given 
the boost large banks have enjoyed to their digital active accounts due to the pandemic and substantially lower costs involved in 
servicing clients digitally, we expect branch closures to accelerate. US Bancorp, which had closed 300 of its 3,000 branch footprint 
this year, announced in October that it will be closing an additional 450 branches by early 2021, most of which were already closed 
due to the pandemic, resulting in an additional $150m of cost savings or 3% of their operating expenses.

It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this document. A list of all 
recommendations made since the Fund’s inception are available upon request. All opinions and estimates constitute the best judgment of Polar Capital as of the date 
hereof, but are subject to change without notice, and do not necessarily represent the views of Polar Capital. Past performance is not indicative or a guarantee of future 
results.
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Interestingly, though data in the UK suggests that the pandemic has accelerated the shift to digital distribution, digital challenger 
banks have not been a beneficiary during this period. As highlighted by the graphs below, digital engagement trends have shifted 
during the crisis, with incumbent banks increasing their market share of app downloads and install penetration. Digital engagement, 
measured by the percentage of those opening the app daily, remains relatively high at incumbent banks although it has increased 
more at traditional, multi-channel challenger banks such as Virgin Money and TSB. This could reflect temporary risk aversion to 
relatively new digital banks during a crisis but highlights inherent customer caution to financial service providers, particularly those 
where you keep your savings. The competitive advantages of digital challengers from speed of innovation and cost efficiency will 
continue to present a longer-term threat to the incumbents but the crisis does not seem to have been a catalyst for their wider 
adoption. Consequently, customer behaviour highlights the longer-term opportunity for those incumbents that embrace an efficient 
digital strategy and leverage their competitive advantages in funding costs and customer trust.  
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Within Europe, the largest improvements in efficiency can be found in the Nordics (see graphs below) which has been supported 
by significant cuts to branch networks as well as headcount (supported by a higher use of automation). DBS of Singapore notes 
that their digital bank customers have a cost/income ratio of 34% compared to 54% for their traditional customers) while the 
Commonwealth Bank of Australia’s use of cloud services reduced its IT infrastructure costs from 50% of capex to 26% with the 
number of data centres falling to two from 23. More onerous regulatory requirements requiring data to be pulled from a core 
system and at a much higher frequency have added to banks’ costs but also increased incentives to migrate from legacy systems 
(typically 30-40% of IT spend is linked to regulation that can reduce to <10% by shifting to the cloud). Within Europe, the largest 
improvements in efficiency can be found in the Nordics (see graphs below) which have been supported by significant cuts to branch 
networks as well as headcount, themselves supported by a higher use of automation. Handelsbanken has been the exception 
during the period, growing its branch network and headcount while seeing a deterioration in efficiency, and it is telling that it has 
recently announced a strategy update that will involve cutting almost half its Swedish branches by the end of 2021 while increasing 
investment in digital channels. With the pandemic accelerating the shift to online banking, managements are increasingly taking the 
opportunity to drive synergies through materially reducing branch networks (Société Générale recently announced a c30% reduction 
in its French retail network by closing 600 branches by 2025 as part of a €450m cost reduction programme).

Nordics and European Costs/Assets: 2019 vs 2008Branch and headcount change: 2019 vs 2008

-85%
-74% -73% -72% -72%

10%

-36%

-14%
-7%

-30% -30%

14%

-100%

-80%

-60%

-40%

-20%

0%

20%

Branches Headcount
Source: Company reports; UBS Research Source: Company reports; UBS Research

Strong recovery in key fee income sources (wholesale and mortgage banking) 

Most fintech models have focused on trying to capture some of the fee income of the banking sector rather than a direct assault 
on their lending and deposit-taking. However, this crisis has highlighted that those banks with large, diversified revenue streams 
have performed better and been able to capture growth in fee income (accepting that most of the benefits have come from 
either investment banking or mortgage lending in the US). As the graph below on JP Morgan shows, investment banking, trading 
revenues, mortgage banking and asset management fees have all benefitted from lower short-term rates. Admittedly, mortgage 
banking has benefitted from an increase in refinance which we expect to ebb, however it has also benefitted from the growth 
in purchase volume. While we have chosen JP Morgan as an example, the growth in mortgage revenues has occurred across the 
banking sector, with mortgage banking representing 7% of revenues in the most recent quarter, up from 3% two years ago.

It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this document. A list of all 
recommendations made since the Fund’s inception are available upon request. All opinions and estimates constitute the best judgment of Polar Capital as of the date 
hereof, but are subject to change without notice, and do not necessarily represent the views of Polar Capital. Past performance is not indicative or a guarantee of future 
results.
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Card fees and lending and deposit-related fees have been negatively impacted by the current pandemic. Deposit-related fees were 
impacted by banks offering fee waivers at the onset of the pandemic, but these have now run off. Card fees were impacted by 
the lockdowns and the ensuing uncertainty leading to a sharp decline in overall card spending. While overall card spending has 
continued to normalise as economies have reopened, this has been driven by debit cards which carry lower fees to banks while credit 
spend has lagged. Visa reported that from 1-21 October, its US volumes were up 9% y/y with debit growing 24% y/y and credit card 
volumes down 3% y/y. We expect the negative mix impact to continue to subside as vaccine developments progress, economies 
reopen and consumer confidence increases.

Bank profitability in line with pre-GFC

The chart below highlights the change in profitability at Bank of America from before the GFC to how it stands now. The lower 
margin is a function of lower interest rates and a lower risk balance sheet but should be looked at in the context of lower 
provisioning levels observed over the past five years (at an average of 15bps compared to 47bps in 2007 – this year’s provisioning 
figure is impacted by the adoption of the new accounting standard: Current Expected Credit Losses). While the limited improvement 
in cost structure is disappointing, the opportunity to rationalise the branch structure, boosted by the pandemic, combined with 
interest rates already near zero, highlights the upside to future profitability. The opportunity to lower costs is highlighted by the 
Nordic banks with Swedbank (see graph below) maintaining profitability at the same levels as pre-GFC with margin pressure offset 
through efficiency improvements. 

Investors are looking at a banking sector which not only has a conservative balance sheet (high levels of capital and provisioning) but 
equally will see further benefits to cost structures as the shift to digital distribution accelerates. It is also showing little evidence of 
pressure in deposit-taking, lending or fee generation from new entrants and even during an era of very low interest rates continues 
to make good margins. Yet both share performance and valuations continue to materially lag the overall market. 

Polar Capital Global Financials Team

15 December 2020

Swedbank profitability: 2019 vs pre-GFCBank of America profitability: 2020 vs pre-GFC

Source: Company filing Source: Company filing
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It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this document. A list of all 
recommendations made since the Fund’s inception are available upon request. All opinions and estimates constitute the best judgment of Polar Capital as of the date 
hereof, but are subject to change without notice, and do not necessarily represent the views of Polar Capital. Past performance is not indicative or a guarantee of future 
results. Forecasts contained herein are for illustrative purposes only and does not constitute advice or a recommendation.
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Important Information: 

This document is provided for the sole use of the intended recipient and it shall not and does not constitute an offer or solicitation of an offer to make an 
investment into any fund managed by Polar Capital. It may not be reproduced in any form without the express permission of Polar Capital and is not intended for 
private investors. This document is only made available to professional clients and eligible counterparties. The law restricts distribution of this document in certain 
jurisdictions; therefore, persons into whose possession this document comes should inform themselves about and observe any such restrictions. The information 
contained in this document is not a financial promotion.  It is not designed to contain information material to an investor’s decision to invest in Polar Capital Funds 
PLC – Asian Opportunities Fund, Polar Capital Funds PLC – Financial Opportunities Fund, Polar Capital Funds PLC – Global Insurance Fund, Polar Capital Funds PLC 
– Income Opportunities Fund or Polar Capital Global Financials Trust plc , which is an Alternative Investment Fund under the Alternative Investment Fund Managers 
Directive 2011/61/EU (“AIFMD”) managed by Polar Capital LLP the appointed Alternative Investment Manager.  In relation to each member state of the EEA (each 
a “Member State”) which has implemented the AIFMD, this document may only be distributed and shares may only be offered or placed in a Member State to 
the extent that (1) the Fund is permitted to be marketed to professional investors in the relevant Member State in accordance with AIFMD; or (2) this document 
may otherwise be lawfully distributed and the shares may otherwise be lawfully offered or placed in that Member State (including at the initiative of the investor). 
As at the date of this document, the Fund has not been approved, notified or registered in accordance with the AIFMD for marketing to professional investors in 
any member state of the EEA. However, such approval may be sought, or such notification or registration may be made in the future. Therefore, this document 
is only transmitted to an investor in an EEA Member State at such investor’s own initiative. SUCH INFORMATION, INCLUDING RELEVANT RISK FACTORS, 
IS CONTAINED IN THE FUND’S OFFER DOCUMENT WHICH MUST BE READ BY ANY PROSPECTIVE INVESTOR. 

This document is only aimed at professional clients and eligible counterparties as defined by the European Directive n° 2004/39/EC dated 21 April 2004 (MIFID) 
as the same has been applied into French law by articles D. 533-11 and D.533-13 of the French Code monétaire et financier. This document is not destined for 
non-professional clients who do not have the experience, knowledge or competence needed to take their own investment decisions and correctly evaluate the risks 
involved. Shares in the Fund should only be purchased by professional investors. Any other person who receives this presentation should not rely upon it. The law 
restricts distribution of this document in certain jurisdictions, therefore, persons into whose possession this document comes should inform themselves about and 
observe any such restrictions.  It is the responsibility of any person or persons in possession of this document to inform themselves of, and to observe, all applicable 
laws and regulations of any relevant jurisdiction. This document does not provide all information material to an investor’s decision to invest in the Fund. Before any 
subscription, it is recommended that you read carefully the most recent prospectus and review the latest financial reports published by the Fund. The Key Investor 
Information Document, full prospectus, articles and latest annual report are freely available upon request from BNP Paribas Securities Services, the centralising 
agent of the Fund in France: BNP Paribas Securities Services, 66, rue de la Victoire, 75009 Paris, France. Contact: Zaher Aridi, Tel: +33(0)1 42 98 50 57.

Please note that the prospectus of Polar Capital Funds plc and the supplement in relation to the Fund are only available in English.

The European Directive on collective investment schemes n° 2009/65/EC dated 13 July 2009 (UCITS) established a set of common rules in order to permit the cross-
border marketing of collective investment schemes complying with the directive. This common foundation did not prohibit different methods of implementation. 
This is why a European collective investment scheme may be marketed in France even though the activity of such scheme would not respect rules identical to those 
which are required for the approval of this type of product in France. The Fund received an authorisation for marketing in France from the Autorité des Marchés 
Financiers on 14 January 2014.

Statements/Opinions/Views: All opinions and estimates constitute the best judgment of Polar Capital as of the date hereof, but are subject to change without 
notice, and do not necessarily represent the views of Polar Capital. This material does not constitute legal or accounting advice; readers should contact their legal 
and accounting professionals for such information. All sources are Polar Capital unless otherwise stated.

Third-party Data: Some information contained herein has been obtained from third party sources and has not been independently verified by Polar Capital. 
Neither Polar Capital nor any other party involved in or related to compiling, computing or creating the data makes any express or implied warranties or 
representations with respect to such data (or the results to be obtained by the use thereof), and all such parties hereby expressly disclaim all warranties of 
originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any data contained herein.  

Holdings: Portfolio data is “as at” the date indicated and should not be relied upon as a complete or current listing of the holdings (or top holdings) of the 
Company or Fund. The holdings may represent only a small percentage of the aggregate portfolio holdings, are subject to change without notice, and may 
not represent current or future portfolio composition. Information on particular holdings may be withheld if it is in the Company or Fund’s best interest to do 
so. It should not be assumed that recommendations made in future will be profitable or will equal performance of the securities in this document. A list of all 
recommendations made within the immediately preceding 12 months is available upon request. This document is not a recommendation to purchase or sell any 
particular security. It is designed to provide updated information to professional investors to enable them to monitor the Company or Fund. No other persons 
should rely upon it. 

Benchmarks: The following benchmark indices are used: MSCI ACWI Financials Net TR Index, MSCI AC Daily TR Net Asia Pacific ex-Japan Index, MSCI Daily 
Net TR World Insurance Index, MSCI World Financials + Real Estate Net Total Return and STOXX Europe 600 Financials Net Return Index. These benchmarks 
are generally considered to be representative of the Financial equity universe. These benchmarks are broad-based indices which are used for comparative/
illustrative purposes only and have been selected as they are well known and easily recognizable by investors. Please refer to www.msci.com and www.stoxx.
com for further information on these indices. Comparisons to benchmarks have limitations as benchmarks volatility and other material characteristics that may 
differ from the Company or Fund. Security holdings, industry weightings and asset allocation made for the Company or Fund may differ significantly from the 
benchmark. Accordingly, investment results and volatility of the Company or Fund may differ from those of the benchmark. The indices noted in this document are 
unmanaged, unavailable for direct investment, and are not subject to management fees, transaction costs or other types of expenses that the Company or Fund 
may incur. The performance of the indices reflects reinvestment of dividends and, where applicable, capital gain distributions. Therefore, investors should carefully 
consider these limitations and differences when evaluating the comparative benchmark data performance. Information regarding indices is included merely to 
show general trends in the periods indicated and is not intended to imply that the fund was similar to the indices in composition or risk.

Regulatory Status: Polar Capital LLP is a limited liability partnership number OC314700. It is authorised and regulated by the UK FCA and is registered as an 
investment adviser with the US Securities & Exchange Commission (“SEC”). A list of members is open to inspection at the registered office, 16 Palace Street, 
London, SW1E 5JD. FCA authorised and regulated investment managersare expected to write to investors in funds they manage with details of any side letters 
they have entered into. The FCA considers a side letter to be an arrangement known to the investment manager which can reasonably be expected to provide 
one investor with more materially favourable rights, than those afforded to other investors. These rights may, for example, include enhanced redemption rights, 
capacity commitments or the provision of portfolio transparency information which are not generally available. The Fund and the Investment Manager are not 
aware of, or party to, any such arrangement whereby an investor has any preferential redemption rights. However, in exceptional circumstances, such as where 
an investor seeds a new fund or expresses a wish to invest in the Fund over time, certain investors have been or may be provided with portfolio transparency 
information and/or capacity commitments which are not generally available. Investors who have any questions concerning side letters or related arrangements 
should contact the Polar Capital Desk at the Registrar on 0800 876 6889 (PCFT) or Administrator on +353 1 434 5007 (UCITS). The Fund is prepared to instruct 
the custodian of the Fund, upon request, to make available to investors portfolio custody position balance reports monthly in arrears.

Information Subject to Change: The information contained herein is subject to change, without notice, at the discretion of Polar Capital and Polar Capital does 
not undertake to revise or update this information in any way. 
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Forecasts: References to future returns are not promises or estimates of actual returns Polar Capital may achieve. Forecasts contained herein are for illustrative 
purposes only and does not constitute advice or a recommendation. Forecasts are based upon subjective estimates and assumptions about circumstances and 
events that have not and may not take place.  

Performance/Investment Process/Risk: Performance is shown net of fees and expenses and includes the reinvestment of dividends and capital gain 
distributions. Factors affecting the Company or Fund’s performance may include changes in market conditions (including currency risk) and interest rates and in 
response to other economic, political, or financial developments. The Company’s investment policy allows for it to enter into derivatives contracts. Leverage may 
be generated through the use of such financial instruments and investors must be aware that the use of derivatives may expose the Company to greater risks, 
including, but not limited to, unanticipated market developments and risks of illiquidity, and is not suitable for all investors. Those in possession of this document 
must read the Company’s Investment Policy and Annual Report for further information on the use of derivatives. Past performance is not a guide to or indicative of 
future results. Future returns are not guaranteed and a loss of principal may occur. Investments are not insured by the FDIC (or any other state or federal agency), 
or guaranteed by any bank, and may lose value. No investment process or strategy is free of risk and there is no guarantee that the investment process or strategy 
described herein will be profitable. 

Allocations: The strategy allocation percentages set forth in this document are estimates and actual percentages may vary from time-to-time. The types of 
investments presented herein will not always have the same comparable risks and returns. Please see the private placement memorandum or prospectus for a 
description of the investment allocations as well as the risks associated therewith. Please note that the Company or Fund may elect to invest assets in different 
investment sectors from those depicted herein, which may entail additional and/or different risks. Performance of the Company or Fund is dependent on the 
Investment Manager’s ability to identify and access appropriate investments, and balance assets to maximize return to the Fund while minimizing its risk. The actual 
investments in the Company or Fund may or may not be the same or in the same proportion as those shown herein.  

Country Specific disclaimers: In the United States the Fund shall only be available to or for the account of U.S. persons (as defined in Regulation S under the 
United States Securities Act of 1933, as amended (the “Securities Act”)) who are “qualified purchasers” (as defined in the United States Investment Company 
Act of 1940, as amended (the “Company Act”)) and “accredited investors” (as defined in Rule 501(a) under the Securities Act). The Fund is not, and will not be, 
registered under the Securities Act or the securities laws of any of the states of the United States and interests therein may not be offered, sold or delivered directly 
or indirectly into the United States, or to or for the account or benefit of any US person, except pursuant to an exemption from, or in a transaction not subject to, 
the registration requirements of such securities laws. The securities will be subject to restrictions on transferability and resale. The Fund will not be registered under 
the Company Act.

Country Specific disclaimers: This document has not been registered as a prospectus with the Monetary Authority of Singapore. Accordingly, this document and 
any other document or material in connection with the offer or sale, or invitation for subscription or purchase, of Shares may not be circulated or distributed, nor 
may Shares be offered or sold, or be made the subject of an invitation for subscription or purchase, whether directly or indirectly, to persons in Singapore other 
than (i) to an institutional investor Pursuant to Section 304 of the Securities and Futures Act, Chapter 289 of Singapore (the “SFA”) or (ii) otherwise pursuant to, 
and in accordance with the conditions of, any other applicable provision of the SFA. The Prospectus and Information Memorandum are available to download at 
www.polarcapital.co.uk alternatively; you can obtain the latest copy from the Polar Capital Investor Relations team. The Fund is a collective investment scheme but 
is not authorised under Section 104 of the Securities and Futures Ordinance of Hong Kong by the Securities and Futures Commission of Hong Kong. Accordingly, 
the distribution of this document, and the placement of interests in Hong Kong, is restricted. This document may only be distributed, circulated or issued to 
persons who are professional investors under the Securities and Futures Ordinance and any rules made under that Ordinance or as otherwise permitted by the 
Securities and Futures Ordinance

Country Specific disclaimers: Polar Capital LLP (Investment Manager) is exempt from the requirement to hold an Australian financial services licence in respect of 
the financial services it provides to wholesale investors in Australia and is regulated by the Financial Conduct Authority of the UK under UK laws which differ from 
Australian laws.   


