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What is innovation?

Innovationrefers to the implementation of newly developed
orimproved products, services, processes, or business mo-
dels. For an innovation to qualify as a qualitative innovation,
the focus must be on the long-term profitability of the inno-
vation. Companies that focus on a qualitative innovation
strategy try to keep profitability high through innovation
and to cover research and development expenditures from
existing cash flow and, if possible, to renounce debts.

Why is innovation important?

The return on equity (RoE) of companies typically declines
over time. The reason for this is often a lack of continued in-
vestment and a resting on existing successes. In contrast,
particularly innovation-efficient companies show a signifi-
cantly lower average decline in their RoE over the course of
time. This givesinnovative companies an advantage over the
broad market and enables them to compete more effecti-
vely. Technological change is increasingly affecting all sec-
tors of the economy. Innovative companies can consolidate
or expand their market positions in this change through re-
gular new products and services orimproved processes. In-
novative companies also frequently realize new business
models and markets and can thus open up new or additional
sources of revenue.

How is innovation measured?

Our quantitative model enables us to compare companies
from different industries. Using a mathematical and purely
quantitative approach, the result is a ranking list that ranks
the analyzed companies in terms of their innovation effi-
ciency. This can be visualized in the so-called "Efficient
Frontier" by looking at the input and output factors. (Fig. 1)

The adaptation of trends is important

In addition to innovation efficiency, it is also important for
companies to anticipate existing and emerging trends. Pro-
ducts and services must be adapted to new customer
trends. Likewise, the incorporation of new technologiesinto
products and processes often offers great potential. This
can refer to new production technologies as well as to the
integration of, for example, new sensors or Al solutions in
new products. It is important that companies identify new
trends at an early stage, monitor them internally, and then
align them with their technology and innovation roadmap.

Please note our risk disclaimer at the end of the document.

This can ensure that innovation-efficient companies remain
innovative in the future by adapting relevant trends. New
trends can be identified through Big Data evaluations, for
example.

Innovation-efficient companies
recover faster

Our results show that, on average, innovation-efficient
firms fare better in economic crises than firms with low in-
novation efficiency. This is also one of the main characteris-
tics of the ALPORA Innovation Europa fund: Since the fund
was launched in October 2014, one of the fund's distinguis-
hing features has been that its recovery time after market
declines have been significantly shorter on average than
that of the overall market, with comparable volatility.

Fig. 1: Efficient Frontier
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Fund profile: ALPORA Innovation Europe

The ALPORA Innovation Europe Fund investsin Western Eu-
ropean listed companies with above-average innovation ef-
ficiency. The equity fund invests across sectors, excluding
"utilities" and "financials". The annual portfolio construction
and implementation takes place at the beginning of the 2nd
half of each year. During the subsequent one-year in-
vestment cycle, the portfolio is continuously monitored.
Every quarter, the portfolio weightings are returned to their
original weightings (so-called rebalancing). The unique Se-
rafin innovation evaluation paired with its long-standing
competence in fundamental analysis distinguishes this fund.
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Further information about the fund

Fund profile: Innovation World Large Caps

The Innovation World Large Caps fund invests globally (only
in "developed markets") in listed companies that have a high
innovation efficiency. The equity fund invests across sec-
tors, excluding "utilities" and "financials". The annual port-
folio construction and implementation takes place at the
beginning of each 2nd semester. During the subsequent
one-year investment cycle, the portfolio is continuously
monitored. Every quarter, the portfolio weightings are re-
turned to their original weightings (so-called rebalancing).
The unique Serafin innovation evaluation paired with its
long-standing competence in fundamental analysis distin-
guishes this fund.

Further information about the fund

Please note our risk disclaimer at the end of the document.

Innovation assessment by the
Serafin Innovation Hub

Within Serafin Asset Management, the Innovation Hub is
responsible for the development of innovation-focused
models and the execution of innovation analyses. Besides,
the Innovation Hub provides assessments of the latest tech-
nology and innovation trends and their impact on the equity
market. The investment process for Serafin Asset Manage-
ment's Innovation Funds to identify high-quality innovators
consists of a three-step process. In the first step, we calcu-
late an "Efficient Frontier of Innovation" using a mathemati-
cal optimization procedure, taking into account defined in-
put and output metrics of the innovation process. Thanks to
the optimization model, multiple quantitative parameters
can be calculated on both the input and output sides in dy-
namic dependence on the comparison group. This enables
an objective comparison of the company's performance.
This results in an innovation score for each company, each
measured in the context of the investment universe. Moreo-
ver, in the second step, the Serafin Innovation Hub conducts
a detailed qualitative analysis of the innovators concerning
their future viability and coverage of relevant market and
technology trends. In the third, final step, the portfolio
construction takes place, in which the approximately 30
most robust companies are selected using our fundamental
analysis. The focus here is on the stability of the balance
sheet, the business model, and the tradability. The com-
pany's financial strength should enable the realization of the
existing potential. Valuation ratios are secondary for this se-
lection so that companies in young growth phases can also
be taken into account in the portfolio composition.

Contact us for more information:

Serafin Asset Management
Bahnhofstrasse 29

CH-6300 Zug

T+4141726 7171

*kkkkk

Borsenstrasse 13-15

DE-60313 Frankfurt am Main

T +49 69 950 647 140

*kkkkk

www.serafin-am.com
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Legal notice

This document is a promotional communication prepared for informational purposes only. It constitutes neither an offer nor arecommen-
dation to buy or sell investment funds. No liability whatsoever is assumed for any incorrect information. Past returns are not an indication
of the returns to be expected in the future. The price of a unit may go up as well as down. It is possible that investors may not get back the
amount originally invested. Subscriptions for fund units can only be accepted on the basis of the governing fund documents. This promo-
tional communication does not constitute a personal recommendation or investment advice and cannot replace such advice.

Serafin Asset Management assumes no liability for the accuracy, timeliness and completeness of the contents and for the occurrence of
forecasts. Serafin Asset Management's innovation strategies follow a scientific approach. Nevertheless, investments are subject to general
capital risks. Serafin Asset Management does not guarantee that the results or findings of the study will occur in the future.



