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Holding their breath
Depository banks have it hard. After battling
over their liability and responsibility within
the Alternative Investment Fund Managers
Directive, they now have to do the same in the
context of what has been dubbed “Ucits V” –
that is, the European Commission’s
Consultation on the Ucits Depositary Function
and on the Ucits Managers’ Remuneration.

But the Swedish players in this field are even worse off than their
European counterparts. In its response to the consultation,
Finansinspektionen (FI), the Swedish regulator, decided to put its foot
down and propose banning banks from acting as depositories for
funds manufactured by their own asset management arms.
Depositories active in Sweden say that this tough disciplinarian
approach is a relatively recent development. They say that before the
crisis, the regulator was relatively hands-off and had a more of
principle-based approach to regulation.
But since the crisis came a’ knocking, FI is trying to lay down the
law and has shown it means business by doling out a couple of
significant fines to local banks for shortcomings in their depository
banking function.
Although the likelihood of this proposal being taken up by the
European Commission is relatively slim, it may have planted the seed
of an idea and other regulators may be seen to be jumping on the
banning bandwagon.
Were it to be taken up at European level, it would cause significant
upheaval, considering most depository banks active in the region have
asset management arms for which they invariably act as depositories.
But all they can do now is wait and see.
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The Swedish buffer funds, that is, the four
state pension funds, have a tough mandate.
Regulation dictates they have to provide a
guaranteed minimum return, but then goes on
to restrict their investment capabilities – it’s like
they’re being asked to travel at 100 miles per
hour and are then handed a bicycle as their
mode of  transport.

As things stand, the AP funds in Sweden know
what they can do to help themselves but not
only are they prevented from actually doing it
by current regulation, they are also not
ultimately responsible in driving any change to
the status quo.

The funds which in aggregate form one of  the
largest asset pools in Europe, have long
struggled with the investment constraints
outlined in the Swedish regulation coupled with
the minimum guaranteed real return of  4%.

In 2007 AP3, the Third Swedish National
Pension Fund, which had SEK220.8bn
(€25.3bn) in assets under management (AuM)
as at December 2010, spoke out against 
the investment restrictions and now the fund 
is taking up arms again as the world of
investment moves ahead and they do their best
to keep up.

Changes in regulation
Currently, the law gives prescriptive restrictions
around what the funds can and cannot invest in
and what percentage of  assets they can assign to
each asset class.

This is the major bugbear of  the AP funds
and the reason they are trying to battle the
current regulation.

Andrejs Landsmanis, head of  strategic asset
allocation at Första AP-fonden, the First
Swedish National Pension Fund (AP1), says:

“We are interested in having a better
specification from our regulators of  their risk-
preference regarding the assets we manage.”

Gustaf  Hagerud, head of  asset management
and deputy CEO, AP3, says: “We want to see
changes in the regulation. We don’t want to
have restrictive rules around asset classes; a
prudent investor rule is preferable. That is the
most common framework for public pension
funds globally.

“We currently have percentage restrictions
around how much we can invest in some 
asset classes. Also, we’re not allowed to invest 
in commodities, which has not worked in 
our favour.” 

He adds that the fund’s job is to consider what
assets will help them reach the required return. 

The issue is that some asset classes are
completely closed off  to them. Most Nordic
managers who spoke to Funds Europe agree
that the AP funds are restricted in what they 
can do by percentage allocations and this is
holding them back from achieving a more
efficient return.

One such constraint is the prohibition of
commodities investments. This ban may seem
random from an outsider’s point of  view, but
industry commentators explain there is a
historical reason behind it.

“Commodities were disallowed to prevent the
possibility of  a physical delivery of  the
commodity in question,” one expert says. 

But in reality, the likelihood of  tonnes of  sugar
or barrels of  oil showing up on the pension
funds’ doorstep is remote at best. Therefore, it
probably makes sense for this constraint, and
potentially other investment restrictions, to be
up for review.

Although regulatory change can be difficult,

‘We would like changes
to be made to the law

governing AP funds but
the likelihood is that it

will take some time’

Running to stand still
The AP funds, Sweden’s most influential institutional
investors, are struggling against the constraints of regulation
and hold out hope for changes that will make their jobs 
less complicated. Angèle Spiteri Paris finds out more
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Hagerud holds out hope. “We are hopeful that
changes will be made soon to the regulation,”
he says.

Prudent process
The Swedish Parliament’s Pensions Group has
promised to review the rules sometime this year.

Landsmanis says: “We are engaged in a
dialogue with our regulators and might be able
to reach an understanding to change some of
the present restrictions.”

But if  any potential change were to be agreed
on, then the implementation of  it would be way
in the future.

Hagerud says: “We would like changes to be
made to the law governing the AP funds but the
likelihood is that this will take some time.” 

The AP fund regulation is a five-party
agreement and the process has to be carried out
with prudence.

The pensions group has not yet proposed any
changes and, therefore, one could claim it
shows they have not yet realised the problems
the funds are having.

Hagerud explains why immediate change is
not in the offing. “There is a proposal to do an
investigation during this year. This will lead to a
decision as to whether this investigation will
take place,” he says.

If  it is agreed that the investigation is to be
carried out, it will not start until after that
decision is made, which makes the time delay
quite significant.

Landmanis agrees: “We do not think any
changes in regulation are imminent. These
things take rather a long time to process.” He
goes on to explain that the main catalyst for
change would probably be the realisation that
the funds’ efficiency could increase by
instituting changes.

And efficiency, especially in terms of  cost, 
has been deemed very important, as is 
discussed later.

Alternatives
A change in regulation could mean that the
funds will allocate a larger portion of  their
assets to alternative asset classes, since at the
moment the restriction for exposure to assets
such as private equity stands at 5%.

Experts in the market believe that were the
regulation to change, the AP funds would look
more to alternatives.

And the funds themselves agree.
Landsmanis says: “If  the regulation might

change it is possible that we would have 
more unlisted assets, presently capped at 

5%, and perhaps also more commodity-related
exposure, which is presently not allowed.”

Therefore, this could lead to more business for
asset managers focused on these areas.

Tomas Scherp, country manager, CEO of  the
Swedish asset management company Alfred
Berg, says: “A change in the regulation in the
way the AP funds invest would affect our
business. Alfred Berg is the partner for BNP
Paribas IP in the Nordics and we have a strong
alternatives offering. Therefore, if  a large part
of  the focus is placed on alternatives, this will be
a positive development for us.”

But not everyone thinks this way. Gunnar
Dahlfors, head of  institutional clients at EFG
Bank, says: “I’m not sure a change in regulation
would mean more investments in alternatives.”

He also warns about changing the regulation
to focus on risk budgeting. “I understand the
idea of  considering risk and risk-budgets but
many alternatives are not liquid or transparent
and, therefore, you need to question how you
would follow up on those investments from a
regulatory point of  view.”

Landsmanis says: “A risk-budget, if  seen in a
VaR and market risk context, is not adequate.
To understand risk we need more knowledge
than just risk-measures derived from markets, as
markets, now and then, are unable to price and
value assets correctly. In that sense the present
set-up with percentage-per-asset class works
better, though the system is somewhat crude.”

Pressure
As in almost any industry, the importance of
driving down cost is as important for pension
funds as it is for any other actor in the
investment world. And in Sweden it has 
been playing the starring role, with the pressure
on the AP funds to continue lowering their 
cost base.

In 2010, the Expert Group for Studies in
Public Economics, a standing committee of  the
Swedish ministry of  finance, was commissioned
to draw up a report on the possibility of
restructuring the AP funds for scale and 
global impact. The report made the case 
that significant efficiency gains would be
possible through improving the management 
of  the buffer capital in the Swedish public
pension system.

One of  the proposals for restructuring the
Swedish buffer funds was to combine the four
defined benefit funds into one.

Although the report did not come to the
conclusion that the AP funds should be united
for the sake of  cost efficiency, the funds 

‘I understand the idea
of considering risk and
risk-budgets but many
alternatives are not

liquid or transparent
and, therefore, you 

need to question 
how you would follow

up on those investments
from a regulatory 

point of view’
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were put under more pressure to cut costs.
Hagerud says: “Our costs were already lower

that our European peers and now they’re even
lower than that. To reduce our costs, in 2009 we
decided to close some externally managed
mandates. Some of  the management of  those
assets was brought in-house.

Could the dismissal of  external managers
mean that AP3 missed out on precious potential
investment returns? It seems so.

Hagerud says: “We probably missed some
good investments. We saw the opportunity to do
many interesting things in financial markets but
did not have the freedom to take full advantage
of  them. One example is convertible bonds –
we allocated some assets to this asset class but
wanted to do more and couldn’t.”

AP1 also carried out a similar exercise.

Landsmanis says: “In 2009 the fund changed its
investment model to be able to channel its
resources towards the common goal of  creating
a higher total return by increasing the focus 
on strategic asset allocation. This has also
reduced complexity and thereby given us the
possibility to cut costs. We have cut our costs by
well over SEK100m per year through staff
reductions, simplified management and lower
transaction costs.”

One would be right in questioning what the
funds are sacrificing for the sake of  saving 
costs but, ultimately, the funds’ fate lies in the
hands of  the Swedish government and no
amount of  foot-stamping will do anything to
change that. fe

‘A risk-budget, if seen in
a VaR and market risk

context, is not adequate.
To understand risk we
need more knowledge

that just risk-measures
derived from markets, as
markets, now and then,
are unable to price and
value assets correctly’

Despite having to navigate the constraining
regulation, both AP1 and AP3 generated
positive results for 2010.

AP1
• According to its annual report, AP1
posted net investment income of
SEK20.5bn (€2.3bn) for the year – a total
return of  10.2% after expenses. This return
is primarily attributable to stock market
development in Sweden and other
developed countries, although fixed income
assets also performed well.
• At year-end 2010 the fund had net assets
under management (AuM) of
SEK218.8bn, an increase of  SEK16.5bn.
• The year’s pension disbursements
exceeded pension contributions by
SEK4.0bn.
• Administrative expenses decreased to
0.13% of  average AuM.

AP3
• AP3 recorded a net profit of  SEK18.3bn
in 2010.
• The fund’s total return was 9% after
expenses and 9.1% before expenses.
• Fund capital stood at SEK220bn at year-
end.  Capital has grown by SEK86.8bn
since inception in 2001, with AP3’s
investment returns accounting for
SEK73.6bn of  this growth.  
• AP3’s returns since 2001 have exceeded
the income index, which is used as the basis
for pension indexation. Since 2001 the
income index has risen by 3.2% per year,
compared to AP3’s annual return of  4.1%.

PERFORMANCE
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Taking a hard line
The financial crisis shook regulators to the core and led them

to take a stricter stance than ever. Angele Spiteri Paris finds
that Sweden’s regulator is being particularly exacting 

8
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While all depositories active in Europe
grapple with what is known as Ucits V, banks
in Sweden with asset management arms may
be thrown into even deeper water. The
regulator proposes that depository banks
cannot act on behalf  of  funds belonging to 
the same parent group and although it’s
doubtful that this will be taken up at European
level, it is still a likely possibility for the
Swedish players.

Experts say that the Swedish Financial

Supervisory Association’s strict stance is part
of  its attempt at having a more proactive role
in the industry 

But the issue is that in doing so, it seems to be
going a bit too far and may need to be reined
in and find some middle ground.

In its response to the European Commission’s
Consultation Paper on the Ucits Depositary
Function and on the Ucits Managers’
Remuneration, Finansinspektionen (FI), the
Swedish regulator, says: “FI suggests that the

commission considers the introduction of  a new
provision in the Ucits Directive or on Level 2
that a depository shall not be affiliated with the
management company of  the Ucits.”

The regulator claimed that an intra-group
relationship between the management
company and the depository gives rise to
significant conflicts of  interest. “Such conflicts
of  interest make it very difficult, if  not
impossible, for a depository to act
independently of  the management company
and solely in the interests of  the unit holders,”
FI says.

Explaining the response, Jonatan Holst,
acting chief  press officer at FI, says: “Our
recommendation comes from years of
supervision of  the fact that banks do 
not handle conflict of  interests in an
acceptable way.”

This proposition by the regulator was an
issue taken up by the banking players at our
asset servicing roundtable (see p 16-26).

In the discussion, Henrik Staffas, head of
funds services at Swedbank, says: “I still
believe that the Swedish banks can continue 
to perform the depository service for their 
own funds, but it must be done more
professionally than it has been. Furthermore, I
think that if  the Swedish FSA acted more
proactively in communicating and deciding on
the guiding principles for the depository
service, the market will be able to adopt a
common market practice, making additional
regulation unnecessary.”

A number of  experts say that the FSA needs
to provide more guidance around what it
requires from depositories and what its
demands are around the segregation of
different functions.

But Holst says: “It is the responsibility of  all
depositories to know, understand and
implement demands required of  them by law.”

Some market observers say that the regulator
has been taking more of  a hardline approach

‘It is the responsibility 
of all depositories to

know, understand 
and implement 

demands required 
of them by law’
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in recent times and, in fact, the hefty fines it
doled out to some local players could be seen
as a good example of  it putting its foot down. 

Discipline
Nordic banks Swedbank and Handelsbanken
were severely rapped over the knuckles by the
regulator. In January the institutions were
heavily fined for deficiencies in services for
fund companies whose assets were held and
controlled by the two as custodians.

Swedbank was fined SEK2.5m (€300,000)
and Handelsbanken was fined SEK3.5m.

When it issued the fines, the regulator
commented: “Swedbank has not conducted
annual controls of  all of  the funds for which it
serves as a depository for a number of  years.
The control unit at the bank was also
organised over a period of  one year in such a
way that a large number of  the funds were not
controlled at all.

“Handelsbanken has not conducted
sufficient and independent controls of
investment funds managed by one of  the
bank’s own fund management companies for
several years. FI has also identified deficiencies
in the bank’s independence regarding the
group’s own fund management companies.”

In response to the ruling, Swedbank said in a
statement: “Swedbank shares the Financial
Supervisory Authority’s view that there have
been shortcomings in Swedbank’s depository
bank function. The shortcomings that were
called to attention have been corrected on
Swedbank’s own initiative.”

Reportedly, Handelsbanken also made
changes in accordance with the regulator’s
request and added that customers had not
been affected, nor were any at risk.

Holst says: “From years of  supervision we
have concluded that banks tend to not handle
the self-evident conflicts of  interest that arise
from intra-group relationships and that a ban
on an EU-level is recommendable. At the
same time, FI welcomes the current EU
initiatives, which will provide more detailed
provisions regarding the duties of  a depository
function. We consider that a harmonised
approach in this area is necessary.” fe

Denmark
In its response to the European Commission
consultation, the Danish FSA, says: “It is
important that the same level of  protection
should be offered to the investors in all the
member states. The Danish Financial
Supervisory Authority therefore supports the
initiative to develop more detailed provisions
for the depositories safekeeping tasks and
oversight functions.”

The regulator also supports the proposal
for the clarification of  the liability regime for
Ucits depositories. “In particular, the Danish
Financial Supervisory Authority strongly
supports that the designated depository shall
be liable for any loss of  asset by a sub-
custodian and that no contractual discharge
of  liability shall be permitted.”

Finland
The Finnish government had a different,
more temperate view, particularly on the sub-
custody issue.

On the whole, the Finnish ministry of
finance supports the commission’s objectives
to align the issues concerning the Ucits
depository functions with the parallel 
rules outlined in the Alternative Investment
Fund Managers Directive. However, 
the Finns say they do not agree with all the
issues proposed.

One issue the ministry took up was the
proposal regarding the restitution of  assets in
the case of  a sub-custody agreement. The
EC proposal suggests that the depository still

faces the same level of  liability should the
Ucits assets be lost by a sub-custodian. 

It states: “The legislative proposal should
clarify the fact that if  assets are lost, the Ucits
depository liability regime has the general
obligation to return the financial instruments
of  the identical type or of  the corresponding
amount to the Ucits with no delay.”

In reply, the ministry, says: “According to
the Finnish present law, the Ucits depository
liability cannot be extended to cover losses as
a consequence of  the foreign bankruptcy
legislation if  the assets kept in a 
sub-custodian cannot be separated from 
a bankruptcy of  a sub-custodian and the
assets in custody will be lost. A further
discharge of  liability of  the Ucits depository
is needed to cover examples of  the
aforementioned cases.” 

It explains that if  the depository liability
were increased, higher fees will be demanded
of  the management companies needing 
the service.

“It is possible that a safekeeping service will
not be provided to some market participants
or on a certain market. A depository may
refuse to provide the safekeeping of  Ucits
assets,” the ministry says.

This is a concern that has been raised by a
number of  other European players.

The Finns went on to highlight further
issues included in the proposal that will
significantly affect the cost of  running a
depository service, such as the need for
further IT investment.

OTHER NORDIC STANCES
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DISTRIBUTION

On the cusp
As specialised fund managers grow in size and reputation some
will be able to haggle with their distributors on the portion of

commission they give away, finds Angèle Spiteri Paris 

12

The operating model for distribution in
Scandinavia is changing as some
independent fund managers are cutting the
commission they offer and the possibility of
a ban on rebates looms on the horizon.  

Norwegian native manager Skagen has
reviewed its distribution agreements and cut
rebates from 75bps to 50bps. And with
Skagen Kon-Tiki, a product that returned
43.1% over the last three years and around
74% over the last five, the firm is in a strong
position to haggle.

Åge Westbø, deputy chief  executive officer
and one of  the founders of  Skagen, says: “If
you have a strong product, you’re in a better
position to manage your relationship with
the distributors. We had to make them

understand that for us, managing money is
not a volume game. Clients need to make
sure they understand what they’re getting
from our products otherwise we risk
jeopardising the liquidity of  our funds.”

The manner in which Skagen has dealt
with this is to review its alliances with
distributors. “We’re turning it into a
partnership, a long-term relationship with a
clear understanding of  who is getting what,”
says Westbø.

Obviously, this review was not welcomed
by all distributors. “There were some who
liked it and some who didn’t. In the case of
those that didn’t like this kind of
relationship, we simply cancelled our
agreement,” he adds.

‘There has always 
been a struggle in 
the relationship 

between producers 
and distributors’
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The question is, what is Skagen doing with
the money it is saving on distributor rebates?

“We’ve reduced our rebate to distributors,”
Westbø says. “This cost-saving has given us
the opportunity to take care of  our
employees and show them our appreciation.
We value the importance of  human capital
and know that people need to be
compensated for their work in order to stay
with the firm. 

“Also, The money we save in trailer fees
can be redirected to strengthening our client
reporting facilities and attending to 
the increasing regulatory burdens around
risk reporting.”

But Skagen seems to be an anomaly in the
Nordic markets. None of  the other asset
managers Funds Europe met in the course of
its travels to the region was reviewing the rate
of  commission they give their distributors.

A firm such as Carnegie hasn’t had the
luxury of  leverage in its dealings with
distributors. Hans Hedström, president of
Carnegie Fonder, says: “We haven’t been 
in the situation where we can negotiate
distributor rebates.”

This is largely because of  the firm’s recent
history. In September last year, Carnegie
acquired HQ Bank and HQ Fonder, which
were in liquidation.

Hedström says: “We were HQ Fonder, with
HQ bank being the company’s sister
company. When the bank collapsed,

distributors were afraid to be connected to
the HQ name.”

The HQ Fonder part of  the business has
since been re-branded as Carnegie Fonder,
but perceptions don’t change overnight.

“Things have improved and have stablised,
to a point, but it’s not the same as it was a
year ago,” he adds.

East Capital is also not reviewing its rebate
arrangements with distributors. Albin
Rosengren, CEO and head of  sales, 
says: “There are few distributors that take up
the issue of  rebates and ‘kickbacks’ with 
us but I can’t really say that I’ve seen a trend
for asset managers to give distributors a
lesser share.”

However, it is widely acknowledged that
the relationship between distributors and
asset managers is often strained.

Westbø says: “There has always been a
struggle in the relationship between
producers and distributors. It’s two-fold: 
the distributor has to have a strong
relationship with its clients, and the 
producer has to offer a product that can
deliver robust performance.”

Hedström adds: “Going back a few years, it
was the distributor that set the terms. 
Now that has changed – not that they’re
coming to us and asking for more money.
Rather, it’s become more important to have
a strong brand and a strong product to offer
the distributor.”

‘We haven’t been in 
a situation where 
we can negotiate

distributor rebates’
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Regulation
The change in the essence of  the
relationship between distributors and asset
managers could be brought about by force,
through regulation.

“We are going to see changes to the
distribution model but they could be for
regulatory reasons rather than internal
pressures,” says Hedström. “Distributors
could be forced to be more open about what
they’re paid in ‘kickbacks’. Clients could be
very surprised that the distributor takes a
portion of  the management fee.”

A more extreme scenario, which is highly
likely, is that distributors will not be allowed
to take rebates.

Jessica Malmfors, CEO of  Skandia Fonder,
says: “There is a regulatory discussion about
rebates and there is a fear that they will be
banned. With Ucits IV and the MiFID
review this could happen sooner rather than
later. Part of  the MiFID review could be
interpreted as prohibiting rebates.”

Jonatan Holst, acting chief  press officer at
Finansinspektionen (FI), the Swedish
regulator, says: “We believe that a ban on
‘kickbacks’ is what is needed to ensure
consumers get the best and most
independent financial advice possible. We
have petitioned the EU Commission to 
look at the issue, along with the 
Swedish government. We would not propose
a reform like this if  we didn’t want to see 
it implemented.”

Hedström adds: “This [banning of  rebates]
will mean that distributors would have to
charge clients for their service and asset
managers will have to lower their fees.”

Certain managers in Norway have already
had to deal with changing business models as
a result of  regulatory developments.

Robert Wood, director of  strategy and
business development at Storebrand Fondene,
a Norwegian manager, explains: “In July 2010
the Norwegian FSA decreed that financial

advisor compensation that is tied directly to
subscription fees or that is structured in such a
way as to be in conflict with customer interest
would be viewed as bad business practice and
is illegal. The market is moving rapidly away
from subscription fees and on to other
business models.”

He says that as a way around this, the firm
may consider offering distributors a net fee
class in which the rebate is deducted from
the fund’s management fee so that they are, 
in effect, buying at a reduced price but with 
no rebate. 

“Many distributors are moving to wrapper
solutions whereby customers pay a fixed
amount or a fixed percentage amount based

on AuM [assets under management] directly
to the distributor as well as initial
subscription fees into the wrapper.  The
distributor would then negotiate directly
with the fund company and give rebates to
the customer so as to be product neutral in
their advice,” says Wood.

But Westbø says: “I don’t think people in
Europe are ready to pay for advice. And,
therefore, this [banning of  rebates] will
benefit the banks because they offer
customers an all-in-one service. This means
it would have a strategic impact on specialist
boutiques like us that depend on third-party
distribution for a large part of  our business.”

Malmfors says: “From our point of  view,
the prohibition of  rebates would not be a big
problem. The earnings of  the different
components of  the Skandia group would just
be allocated differently.”

Westbø says: “Platforms could also benefit
from distributors not being allowed to take
commissions. This is because clients could be
ready to pay for access to the platform.”

Hedström says that in certain statements,
the Swedish regulator suggested it could
implement a framework similar to the Retail
Distribution Review in the UK. “Some two
to three years from now we could have the
same market structure,” he says.

According to Rosengren, the banning of
rebates would not have such a dramatic
impact on asset managers’ businesses. He
claims it would just inspire a change in the
business model (see roundtable discussion on
p 16-26).

Asked how the operating model of  the
distributors and asset managers would
change were rebates to be banned, Holst
says: “That is a question that will have to be
answered at a later date and by asset
managers themselves. Our primary aim is to
strengthen consumer protection and ensure
all consumers can be sure to receive
impartial and sound financial advice.” fe

‘A ban on “kickbacks” 
is what is needed to

ensure consumers get the
best and most

independent financial
advice possible’
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Your funds partner
Advent is a technology firm that has made deep
connections with the investment management
industry and knows what makes its clients tick

Advent Software: Helping Investment
Managers Improve Operations For Over
Twenty-Five Years
Since 1983, Advent Software has been
providing reliable, trusted solutions to
investment management organisations of all
types and sizes throughout the U.S., Europe, the
Middle East, Africa and Asia. Asset managers,
hedge funds, fund administrators, prime
brokers, wealth managers and private banks in
over 50 countries use Advent’s industry-leading
solutions, to improve operational reconciliation,
help reduce risk and errors, and enhance client
service, freeing investment managers to focus
on what they do best. As the world’s financial
markets continuously demand greater speed,
accuracy and efficiency, Advent delivers
mission-critical solutions, covering portfolio and
client relationship management, trade and fund
order management, fund accounting and
reporting and investment research
management, localised to fit a variety of
complex business requirements.

Advent in Europe, Middle East and
Africa: Fluent in the Language of
Investment Management
Widely acknowledged as the investment
technology leader in the U.S., Advent is
growing rapidly in Europe, theMiddle East and
Africa, with a network of offices representing
expertise in seven countries, and a presence in
the Nordics since 1998. Advent has regional
offices in Stockholm, Copenhagen, Oslo and
Stavanger, testament to its strong commitment
to the region, and from which we serve over 60
Scandinavian clients each day.With 15 different
languages spoken collectively among our team,
Advent is equipped to deliver support in your
local language.
Most critically, however, we speak the
language of investment management. We are a
technology company that has focused
exclusively on this industry throughout our

history. Many of our staff come from the
investment management industry with a
firsthand understanding of the issues you face.
A stringent validation process guides our
product development process. We work closely
and continually with clients to fully understand
their business operations and challenges. The
knowledge gained helps ensure that the
technology we develop meets the needs of firms
like yours.

The Investment Technology Leader
Since its inception, Advent has set and
continually raised the standard in investment
technology. Advent consistently re-invests 18-
20% of revenues in Research and Development
to enable its products to remain at the leading
edge of technological solutions in the
investment management markets.
In 2010 Advent acquired a Norwegian
company, integrating their Tradex solution to
the Advent suite. Advent Tradex is a web-based
application designed to automate the workflows
involved in distributing and processing orders

of fund shares, for all types of funds. Tradex
enables companies that distribute funds to make
fund orders available to their networks of client
advisors, branches, agents and the end clients.
With Tradex, firms can grow their business
through a highly efficient distribution of funds,
enhance client service levels by offering a much
faster execution of orders, reduce transaction
errors and meet requirements such as MiFID
and UCITS IV.
Moreover, in the same year, Advent launched
major releases of all of its core products,
including Tamale RMS®, its industry-leading
research management solution. This version
introduced ever more flexibility and
automation in the templates and reports, to
make our clients’ research and investment
processes even easier, faster and more reliable.
Advent also released version 8.0 of Geneva®,
its award-winning portfolio management and
fund accounting solution, introducing powerful
dashboards to monitor counterparty risk, tools
to manage the full lifecycle of trades, standard
connectivity to our clients’ key partners like
prime brokers to improve the reconciliation
process, and easy to use and customisable access
to real-time data.

Today, Advent technology forms the
operational backbone for over 4,500
client companies worldwide, including:
• More than 1,800 asset management firms
• More than 400 hedge fund managers
• 9 of the top 10 global prime brokers
• 8 of the top 10 fund administrators, servicing
over half of the world’s hedge funds

Over 800 investment managers worldwide
use our trade order management system, the
most widely used in the industry.

London • Zurich • Stockholm • Oslo •
Copenhagen • Stavanger • Athens • Dubai
USA • Asia-Pacific • www.advent.com

“We can definitely
envision growing more
with Advent. We could

be five or ten times
bigger than we are
today without any
problems. And that

feels good.”

Bobby Weijmar, founding
partner and CEO, Strand
Kapitalförvaltning
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From alpha to beta
Adopting a multi-boutique approach to stave off competition
from investment banks has paid dividends for some asset
management firms. Edited by Angèle Spiteri Paris
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Funds Europe: As a result of the alpha-beta
separation trend, asset management firms
are finding more competition from
investment banks. How has this affected
your business, if at all?

Jacob Lundquist (Nordea): A couple of
years ago we decided to work in a different way.
We had to be more aware of whether we were
producing alpha or beta within our own
products and we also saw that we could not
produce everything ourselves. In the old days
the big universal banks produced everything
themselves. What we took away from the
increased competition was, ‘Yes, we are good at
some things, but there are other product areas
in which we are not as good.’ That’s why we
created this multi-boutique approach where we
bring in managers with very strong alpha skills
onto our platform and in our name.

Jessica Malmfors (Skandia Fonder):
Products that consist of alpha and beta
separation have not come to the Swedish
mutual fund market, which I represent. The
alpha-beta products only exist in a limited
extent on the Swedish market and are only for
sophisticated Tier 1 customers who are
prepared to take the risks that are linked to
these kinds of financial vehicles. It it has not
affected our business at all.

Ann Grevelius (SEB): I represent a full
service bank with a very strong investment
bank, and what we have seen is that the co-
operation between the asset management
division and the investment bank is increasing
all the time. We are finding areas where we can
cluster together and develop more tailor-made
products for the clients. We try to create
products for Tier 1 clients and then adapt them
to other types of clients. So this development
for us, as we have both these parts in-house, is
an opportunity.

Søren Rytoft (Alfred Berg): I completely
agree with that point because it’s really a matter
of working together. Alfred Berg is owned by
BNP Paribas, a company with a large
distribution network and also a full-service
investment bank to support us. We are working
very closely with each other. It’s about using
each other’s capabilities and I think that
investment banks and asset management
companies are coming together. Sometimes we
overlap on investment strategies or clients.
However, this is a positive competition and if
you work together in a constructive way I am
sure that it leads to a much stronger offering to
the client.

Albin Rosengren (East Capital): We’re in a
slightly different position in that we only do
active asset management and offer alpha
products. So the trend of alpha-beta separation
has not affected us much. You have to make a
distinction between the institutional and the
fund distribution market. If we look at the fund
distribution, I would say it has had no effect at
all and you still have the clear demand from
IFAs [independent financial advisors] and users
for strong brand names, active management
and good investment stories. Swedish,
Norwegian and Finnish investors are still very
much up to taking on active management, less

so the Danish. However, we certainly see that
some of the platforms that historically were
focused on active managers are moving more
towards beta pricing.
On the institutional side, I would say that

since we work with emerging markets we’re in
the fortunate situation that, globally, institutions
are very underweight. Also, the weighting of
emerging markets in the global index is going
up at a faster rate than that with which
institutions have managed to deploy capital into
these markets. So if you have a growing market,
it’s easier to cope with competition.
We’ve actually had some very good

discussions with our institutional investors. On
one hand, you have strategic allocations, which

are long-term where they are still looking for
active management, and on the other hand,
you have the tactical approach. In these cases
we’ve often proposed that clients go into retail
products instead of our funds. We also have
discussions with international investment banks
on these type of products.
Some institutions have alternative

departments more focused on beta and
alpha separation and that, of course, is a
new opportunity as well. These would be
Tier 1 institutions and there are not that
many in Sweden which have the size to work

�Jacob Lundquist, head of the fund
distribution, Nordic, Nordea

�Jessica Malmfors, CEO, Skandia Fonder
�Ann Grevelius, head of Swedish and

Nordic equities, SEB
�Søren Rytoft, deputy CEO, Alfred Berg
�Albin Rosengren, partner and head of

sales, East Capital
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‘I would be surprised if in
the near future we don’t see

the trend for index
management come to the

Nordic countries’
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in this way. But, considering our alpha has
been quite stable historically, we see
good opportunities in creating those kind of
products as well.

Malmfors: There is a polarisation between
alpha and beta as regards the customer's
demand for products – that is a trend you can
see quite clearly and that is closely linked to the
pricing of the funds. It’s all about whether you
believe in alpha and whether you are prepared
to pay for the value that it creates. It is also
about how active the asset management really
is. The banks are subject to criticism from the
media since they are ‘accused’ of charging
active prices for products that are close to index.

Rytoft: I would be surprised if in the near
future we don’t see the trend for index
management come to the Nordic countries. It’s
a trend coming from the US and the UK,
where you have beta or index management
which is priced very low and is a volume game.
I really believe that that will come through.
There is room for both beta and alpha
investments. However, there is a growing
number of institutional investors looking for the
low-cost option to asset class exposure –
whether that is through index replication,
exchange traded funds or other means is more
a matter of the wrapping.

Rosengren: Another thing that can become
an issue, more so in the Nordics than elsewhere,
is the strong stand some institutions are
taking on the ESG [environmental, social
and governance] questions. We’re a partner
of the DnB Group in Norway that is
following Norges Bank’s actions in taking a
strong stand on environmental and social
engagement issues. This is an opportunity for
active managers, because if you want to have
your own ESG policies implemented you need

to go for a separate account. These investments
could, in theory, be passive as well, but I think
the active managers are quite well equipped
to compete for that money. If you want to do
active ESG work, you need to have active
managers who will ring these companies and
talk to them and engage in dialogue.

Rytoft: If you want to sell anything to local
municipalities or government institutions in
any of the Nordic countries you need to have
a certain degree of ESG in there, whether
it’s following the convention set by Norges
Bank, the United Nations or any of the

other declarations out there. You also probably
need to structure it to the individual market
you are covering because each Nordic market
is different.

Lundquist: It seems to be that if you don’t do
ESG as Norges Bank in Norway does, then in
the Norwegians’ view you don’t do it at all.

Rytoft: They are about changing the
companies and the active managers, by default,
are doing that. We were looking at our business
model to see how we were incorporating these
issues into our company selection.
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Grevelius: It’s necessary for long-term survival.

Funds Europe: Do mutual funds provide
a good entry point for independent asset
managers in a market that is dominated
by the banks offering guaranteed and
lifestyle products?

Rytoft: It’s an interesting question because
this could be directed at the institutional market
or at the distribution and retail side of things.
And there’s a different answer for each one of
them. If you want to be a successful
independent asset manager, it really is about
performance, especially when it comes to
distribution to the retail market. Performance is
the entry card. If you price it somewhat
reasonably and you have good performance,
you will be able to enter that market. Then it
depends on how successful you are and what
kind of marketing you do, but really it is
performance that attracts people’s attention.
That goes mostly for the distribution for the
retail market.
When it comes to targeting Tier 1 or

institutional clients, then you need to apply a
different skill set. Here, subjects like risk
management, stability of team and the
investment process are just as important as
performance and pricing.

Malmfors: I don’t know whether I fully agree
with that. I agree that performance is important
and we have a few examples of independent
asset managers that have had great success in
gaining volumes, such as East Capital. There
are, however, just a few players on the Swedish
market that have had similar success gaining
volumes without having their own distribution.
There are in principle two ways to get
distribution in Sweden, either through the
banks or through an insurance wrapper, which
requires an upfront commission.
The distribution is, to a large extent, a result

of the compensation structure within our
market. The brokers are mainly interested in
selling the wrapper since that is what they are
paid for. Furthermore, the brokers have now
started to move backwards in the value chain
and are setting up their own mutual fund
companies and selling their own products. The
large banks have their own distribution, which
is really strong, and they mostly sell their own
products. It’s not that easy to enter the Swedish
market as a new asset manager because you
need to have the distribution power. Yet at
the same time, it’s a strength to be independent

from the distribution and if you are one of the
few that succeed in building a strong brand,
there is great potential.
I would like to add that I think that we are

going to see a change going forward. The large
banks’ distribution power and large stocks will
be challenged as regulation will enable higher
degree of transferability. With such wind of
change the possibility for new independent
players to gain market shares on behalf of the
banks will increase.

Lundquist: You mentioned regulation and I
think this will be a challenge for fund
companies also. Basel III will demand the
universal banks to hunt for deposits. So I fear
for the ones responsible for selling the funds
internally in my company because there will be
fierce competition between funds and deposits.

Grevelius: It is really important to keep the
clients’ best interest in mind and I’m sure all the
banks will do this.

However, the distribution capacity in a small
market like Sweden has been very valuable and
different asset managers use it in different ways.
SEB opened up very early for competitors so we
evaluate our own processes and managers in
exactly the same way as we evaluate external
players. As a result, we’re open to strong asset
management and strong boutique concepts
from external players in areas where we feel we
do not have a competitive edge internally or
simply as a complement if there are good
reasons for it.
I would say that performance is important,

absolutely, but you need something more;

something special. We know East Capital has
been really successful in being so early to
market and ‘discovering’ emerging markets. I
would say that a strong brand, distribution
capacity and this special edge are all important
for independent asset managers to succeed.

Malmfors: It’s a fact that Swedish investors are
quite nationalistic when selecting investments.
Swedes prefer to eat Swedish meat and we like
to invest our money with Swedish asset
managers. That applies also within emerging
markets or global equities where there is no
rationale that a Swedish asset manager would
do a better job. The Swedish retail clients want
to invest in well-known brands that they
recognise from magazines, television, etc. It’s
about marketing and it’s about feeling confident
in the people you assign to take care of your
savings. Another point that I would like to make
is that Skandia has been the driver in Sweden to
enable entry to a number of independent
asset managers and it’s something that is
inherent to the company. It is embedded with
Skandia’s culture to sell funds managed by
external asset managers and the feeling of
independence is important even to Skandia’s
own distribution team.

Lundquist: It’s very interesting that in
financial institutions like ours there is a huge
fight, internally, to get independence on the
fund side, but I have never heard advisers
talking about being able to offer loans or
ordinary saving products issued by other
groups. But somehow you feel that on the fund
side you should be so independent. It’s good,
but it’s interesting that it is only on the fund side
that we want this competition.

Rytoft: Wouldn’t you say it’s about time? You
have online sites that compare prices on credits,
on loans or on most other savings products, so
it’s just a matter of time until you have that on
the funds side.

Rosengren:What the question is really asking
is whether the market is open for distribution of
independent asset managers or not? It is a very
good question.
Jessica, to refer to what you said about the

Swedes wanting Swedish managers, I think the
French are just as bad, if not worse. Also, if you
look at the Skandia platform I am sure that
your proportion of international asset
managers is much higher than the market in
general. So really the argument comes back to

‘If you want to be a
successful independent
asset manager, it really is

about performance,
especially when it comes
to distribution to the

retail market.
Performance is the

entry card’
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the economic incentives for banks and
organisations to offer external products.
Skandia’s business model is different to that of
the banks, but the banks are in the process of a
transformation, which will take time. You have
things like the Basel rules coming into effect,
you have a strong political lobby against
proprietary trading and other things that are
triggering banks to fill their pipes and their
networks with ETFs [exchange-traded funds]
because it’s a way of creating business.
In this environment the opportunity for
independent asset managers will depend on
their edge, on their brand and on their
performance. But it will also depend on the
business model of the banks, and that takes
some time to transform. Today it’s very difficult.
There are very few examples of successful
independent asset managers that can raise
good amounts of money but, little by little,
the big banks are losing market share and
probably compensating that revenue loss with
other business.

Lundquist: Nordea has a tradition of a strong

internal distribution and some years ago
we said, ‘Why not bring our products out to
other players as well?’ The way to do that was
simply to focus on it. The Nordea fund
company was born with the internal
distribution so its easy not to look beyond that.
But we realised that all we had to do was to take
some of the funds Nordea has and show them
to the market. We also understand that
distributors form a different segment of the
market and they cannot be considered the same
as the other institutional clients. You have to
treat them differently and you have to find
solutions for some of the sub-segments you find
within third-party distributors.
It wasn’t easy, but we had to tell ourselves, ‘We
are going to start focusing on the distributors
and we will dedicate resources to try to gather
our money from outside the bank.’

Funds Europe: It has been said that Nordic
asset managers want to increase their third-
party distribution. How are they going
about doing this?

Rytoft: There are many things you can do and
it differs from country to country. It also differs
across segments and it is important to
understand what you’re trying to sell, whom
you’re trying to sell to; if you understand that
then you’re in a much better position to
increase your distribution power. That’s the first
part of it.
Then you need to have the right products and
good performance for the client group in
question. Once you have that, combined with
an operational setup, then you are on your way
to creating some distribution power for yourself.
Of course, we at Alfred Berg would like to
increase our distribution power, anybody would
like to do that. But in reality we have to limit
ourselves to a number of strategies where we
can say, ‘This is what makes sense for us for the
next six months, twelve months or whatever
horizon matches the target group.’ By doing
this you’re completely focused on what you
would like to do, you are making a strict plan
about your target market and have a better
chance of covering the chosen client group.
In some ways, distributors want to be treated
like an institutional client, but they are not. So
it’s interesting because you can use institutional
ways of approaching them, but once you have
them as a client they demand a completely
different service from you. Therefore, it’s not
just about signing the agreement, there’s much
more to it. It’s about delivering the client service
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and the necessary follow-up after the agreement
has been signed.

Grevelius: Yes, building relationships is
important. We have been trying to reach out to
Europe. Maybe we haven’t been as successful as
Nordea but we have had some success here and
there. What we have learnt is that we have to
focus and try to build partnerships where we
can work with the distribution and packaging
of the products and also try to find a good
balance and build a deeper connection. You
cannot try to be everywhere, but everyone is
talking about third-party distribution as a
phenomenon and it’s getting to be more
important for everyone.

Funds Europe: Albin, from the point of view
of an independent fund manager, what does
this mean for competition?

Rosengren: It’s a good question. Getting
distribution is difficult anywhere and it requires
a lot of legwork. When compared to a large
organisation, we have the disadvantage of not
having the same resources, so we have to focus
a bit more. For example, we can’t test being in
Korea for ten years without making money like
some of the large American asset managers
can. Therefore, if all the large Nordic banks
start competing with us internationally, then
there are probably those that have more
resources than us and can get more local teams
that push the local IFAs [independent financial
advisors]. Germany, for instance, is a huge and
very dispersed market, so for us it’s difficult to
do any IFA business there as it would require
enormous investment. Therefore, in some
places it probably makes it very difficult for us,
but on the other hand, in other places we have
a clear edge and the market is structured
slightly different and we can compete.

Malmfors: The large banks control a lot of the
distribution today and even though external
funds are included in the offering the banks
mostly sell their own products. In such an
environment it is not that easy to increase third-
party distribution. To take market share
through third-party distribution you need to
have a unique touch; you need to have
something special and different.
I believe that the bank’s strong position will be
challenged going forward as we can expect
assets to become more transferable. The clients
who have their assets more or less locked in with
the banks due to regulatory and fiscal reason

will have a better position to move their assets.
In that new environment I believe that asset
managers who are independent of the banks
will be able to take market share. One product
that will be introduced on the Swedish market
shortly is the ISA, the investment savings
account (Sw.Investerar Sparkontot) with the
purpose to enable people to be active with their
investments and switch between funds and
securities without any tax implications.
The introduction of the ISA would have led
to even higher market activity should the
proposal have included a right to move existing
assets into the ISA without tax consequences.
Still, it’s a distinguished step towards a higher
degree of transferability and competition where
the bank’s distribution will be challenged by
other asset managers.

Grevelius: Another thing I’d like to add to the
third-party distribution discussion is that when
we go out in other markets, it is really important
to focus on what kind of products we are
actually selling. When we go to Germany or
Italy, we have a competitive edge in Nordic
equities. Here, there is a whole sample of asset
management offering similar products but
when we go down there and offer the Nordic
opportunity, we are considered to be a small
niche player. In our markets we are huge,
together with the other Nordic banks, but in
other parts of Europe we’re more of a boutique
player and not with a very strong brand as in
the Nordics.

Rosengren: We’re generally associated with
our regions.

Grevelius: Exactly, so we have to find our edge
and push that.

Funds Europe: How have the relationships
between the asset managers and the
distribution arms of the big banks changed?
Do you find that asset managers are
offering a lesser share to their distributors?
Also, do you foresee a regulatory review
mirroring the UK’s RDR being implemented
in the Nordics?

Rytoft: I think it’s a matter of concentrating on
a limited number of distributors and saying,
‘These are my main ones.’ If I, representing
Alfred Berg, would go out to distributors, I
would concentrate on a smaller number, but
that’s a matter of resources. But there are a
number of questions you need to ask yourself,

‘Does the distributor cover what I’m trying to
offer? Is the distributor looking for a discount
solution where my input and capabilities are
not going to be worth as much?’ Then you can
do something about the kickback if there is a
higher service level involved in your offer or if
you would need to educate the distributor’s
sales force. That would be another price point.
It’s a matter of reviewing the kickback
arrangement rather than just giving the default
50 per cent rebate. It seems as though people
are looking to differentiate their relationships
and are saying, ‘What are you actually
delivering?’ For example, if I had a distributor
saying, ‘I need you to train my sales force twice
a year on your different strategies,’ I’d be happy
to do that, but there is a price. So it’s all about
the agreement that we need to establish with
each other. I’m not sure that there is a
downward pressure on the kickback, but it’s
more about the discussion around what you’re
supposed to be delivering.

Lundquist: I agree. We are moving away from
this uniform 50/50 solution. We are not
necessarily moving to a solution where it is
30/70 as a standard, but we are moving away
from the current standard.

Rosengren: Like you say Søren, you’re seeing
more concentration on what is core distribution
and what is non-core. This is part of the
changing regulations in the market; who is
allowed to promote mutual funds, in what
wrappers and in what structures? This
uncertainty makes some past distributors less
active now.
But I interpret the question differently. I was
thinking more of the overall cost pressure on
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the service wrapped as it was. I mentioned the
PPM pension reforms where there are tenders
every third or fifth year now, depending on the
platform, for asset managers to go on these
pension solutions. The indicated price
structures allow for little active management
where the total outtake is to be split between the
asset manager and the provider of the service.
We’ve chosen to stand outside this because
there is no business for us, the business models
don’t match. So while we have had very good
co-operation with insurance companies or
banks, we are unable to participate with them in
their tenders for this business for cost reasons.
Otherwise on distribution I see little changing.
The potential of an RDR-type regulation in
these regions ties in with the implementation of
MiFID in certain countries. I’ll give a very
simple example, for a Swedish asset manager
working with fund of fund managers or
discretionary managers in Italy. They
implement the MiFID directive and all the
retrocessions received by our counterparty
should be transferred to the client’s account.
They [the Italian discretionary managers] can’t,
from a technical point of view, handle the
distribution of the retrocessions to people’s
accounts. Therefore, the solution to that would
be for them to stop using external providers and
use the vertically integrated asset management
company, which is part of their group instead.
This means they will ultimately capture an even
higher proportion of the total fee outtake in one
part or other of their organisations. As a result,
you have less competition and instead of the
reforms trying to promote independence they
actually force players to take a step backwards.
The Swedish asset manager will be affected
because we’re not allowed to issue different
share classes, so you can’t tackle the problem
that way. So if we’re moving towards a situation
similar to what the RDR set out for
retrocessions, you run the risk of having a re-
grouping of the big players , whether it be banks
or insurance companies, just so they can meet
the regulations and thereby also capturing even
more business. It hasn’t really happened yet but
I see that as something that will change the
business relationships there.

Malmfors: The Swedish FSA has recently
filed a request with the legislator that there
should be a ban on commissions in Sweden.
Also there is a review of MiFID going on at the
moment, which indicates that rebates could be
forbidden going forward. It is therefore possible
that the RDR will come to Sweden.

Funds Europe: How real is that prospect?

Malmfors: My view is that the Swedish
legislator will go through with it if it comes
through the EU as a result of theMiFID review.
I don’t think the Swedish legislator will
introduce bans on rebates and on commission
without clear directions from the EU.

Funds Europe: What would the
repercussions be on each of your different
businesses if commissions and rebates are no
longer allowed?

Malmfors: We need to restore the confidence
and trust in the retail investment market and kill
the myth that investment advice is free. The
push attitude combined with a wish to appear
as independent creates a conflict with lack of
trustworthiness for the industry as a
consequence. Introducing a ban on commission
could be one way of solving this issue. The
question is, however, if the client would be
helped by an absolute ban. Another way to do
it would be to increase the transparency by
making it the adviser’s responsibility to inform
the clients that he or she gets provision for
selling the products. Consequently, an
independent financial advisor should not be
allowed to receive commissions. There are
people who are prepared to pay for
independent advice and they should be able to
trust such independency.

Grevelius: Transparency is good. The need
for transparency would be higher.

Malmfors: One problem with all the
transparency requirements that we see coming
is that it’s not for sure that the clients
understand what to look for. To me it’s not
transparency to provide the client with a
booklet which includes complicated
information on page 58 about what the

advisor is paid for selling the product. So
my concern is that the transparency
requirements don’t always fulfill their purpose.

Funds Europe: If rebates to distributors are
banned, what impact would that have on a
business such as East Capital?

Rosengren: There are already examples of
distributors that choose to give back the rebates
to their clients and thereby charge a fee for their
independent advice. So if you take back the
retrocession and they give it back, you already
have a shift of how you present the fees. This is
an an example of how you can restructure the
business to become more transparent. Fees for
asset management services would go down
because that distribution rebate would instead
be charged to the client for the advisory service.
It doesn’t need to be that radical a change.
Again it comes back to the concept of
independence and the banks and other large
institutions adjusting to being fully independent
in the advice they give. As I said before, it’s
a gradual and long process. However, the
implication of such a rule doesn’t need to
be that drastic. Of course, if you really want
to make it independent then the banks
should give independent advice and they
should not be incentivised internally to promote
group products.

Funds Europe: Is the guided architecture
seen in the Nordic regions moving on
to more of an open architecture model? If
so, what challenges or opportunities does
this present?

Grevelius: The question is what is the best
way? It’s hard because with a fully open
architecture there are so many options that
choosing between the products would be very
difficult. Maybe something like an open guided
architecture would be more suitable.

Malmfors: My first question would be, ‘What
do we mean by open and guided architecture?’
Sometimes I notice that these terms are used in
different ways. To me guided architecture is
that the distributor selects a number of
products (that could be either the distributor's
own products or external products) and that the
distributor sells that selection under its brand.
Open architecture offers more or less all the
funds out there without any selection process.
Interpreted to Skandia’s organisation the
unit link platform with a selection of
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approximately one hundred funds would be the
guided architecture. Then the open platform
would be through our bank, which offers
maybe a thousand funds. However, then the
organisation also has the option of providing
recommendations on how to invest within both
the guided and the open architecture. So
sometimes there is some confusion and the lines
are a little blurred.

Lundquist: Distributors started out with this
long list of funds on their platform, but I think
many of them now want to reduce the number
of funds that they are offering to their clients.

Malmfors: I agree and I wonder whether the
customers are really helped by a true open
architecture. Most customers find it difficult
to choose from a thousand funds. I don’t
know what has been the driving factor behind
the trend towards open architecture. To me,
the interesting question is not whether the
financial organisations offer one hundred or
one thousand funds but rather to which
extent the banks sell externally managed
funds. The message from the legislator is crystal
clear: the competitive situation will have to
change and the banks dominant position must
be challenged.

Funds Europe: I would say that,
conceptually, it’s about having the choice
and not being restricted to choosing funds
that have been pre-selected.

Grevelius: In the bank I would say we have a
full open architecture, but from that we choose
what to present to our clients. Otherwise both
the clients and the advisors get totally mixed
up looking at a thousand funds. So we put a lot
of effort into choosing the funds we showcase,
and within the guided architecture we have
both internal and external products. To be
considered trustworthy we have to have
competitors and externally managed funds as
part of our offering.

Malmfors: But then we are again back to the
power of the distribution. When selecting the
showcase for the clients you can either have a
true independent approach or you can steer the
assets towards the products that are sold for
other reasons. The interesting question is not
which funds you offer if the clients specifically
ask for them, but rather which funds you sell. I
am one of those who believe that funds are sold
and not bought.

Grevelius: But you don’t just pick the funds,
you add an advisory service and the clients have
to understand that, and I believe they do. This
is a value-added service we provide; we do this
job for them. Then its very important for us to
show the process behind the choices we make
within our guided architecture.

Rosengren: It’s about asking, ‘What do clients
want?’ They want information about why the
product is interesting, and if you have an in-
house asset management company you have to
make that link clear. It goes very well with what
we were saying about the whole change of the
industry. The value-added service from the
banks will be selecting the best for the client,
wrapping it in the right way and providing
sufficient information about it. For us, not being
on a guided platform means zero business, so
that’s not good, but being on a fully open
platform on the other hand may not be good
for business either. This is because although you
would get some business there is no structured
business model for how the end client will get
information about your funds; they have no one
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to hold their hand. So we very much prefer
guided architecture.
What has changed a bit is that we’re seeing
several forces at work. Guided architecture in
the sense of someone choosing a specific
fund for a client is decreasing. If you take SEB
and if you look at the businesses we have going
together, it’s less retail now than a couple
of years ago and more private banking
and institutional. So you are getting more
open architecture on that end, but what
does this mean for the retail side? It does
not necessarily mean you’re seeing less
independence but rather that the whole
advisory model is changing.
This is also part of MiFID. You have less
selection of funds and you have more
discretionary management, more fund-of-funds
and more packaged products. That presents an
opportunity for us. You can call it guided
architecture but really, for the banks, it’s about
controlling the quality of advice. But talking
about a platform as the end client choosing
a specific fund, that’s decreasing overall in
the market.

Funds Europe: How will the Swedish taxes
on fund savings affect your business, if
at all?

Grevelius: We see it as an opportunity
because it will put a strong focus on the
savings area, which is quite important for
SEB, being strong in private banking and
having those kinds of clients. So we see an
opportunity for focus and discussion and are
looking forward to it.

Malmfors: The mutual fund company I
represent has all its funds registered in Sweden
and we haven’t distributed our funds abroad due
to the tax arrangements. This is a great chance to
start selling our funds internationally.

Rytoft: We are exporting Alfred Berg funds to
the big networks within BNP Paribas and to
external distributors around the world. As a
result of this we often have Swedish domestic
registered funds as well as domestic funds in the
other Nordic countries. Often you even have to
have the same strategy registered with your
Sicav in Luxembourg for international
distribution. This is not optimal from a cost
perspective, but sometimes needed.

Funds Europe: Will the changes in tax rules
mean that you might be able to streamline
that now?

Rytoft: I’m sure we will be able to streamline
that. I think much of it is going to be based in
Luxembourg in the future, which is much easier
because that means everybody can buy it. You
will then have local rules, Sweden being one of
them, Denmark being another, where you
would prefer to have domestic funds. This is
always a hassle because it creates more costs for
you. But I really believe that it will have an
impact on all of us in the way we construct how
we sell our funds and through which vehicle
we’re doing it.

Lundquist: This is not only about Swedish tax
rules but also about Ucits IV.

Grevelius: Yes, it’s a big issue.

Rytoft: A huge issue.

Malmfors:One of the main purposes with the
Ucits IV regulation is to increase the possibility
for mutual fund companies on the European
fund market to compete under same conditions.
In line with that and to avoid that Swedish
funds are moved out of Sweden, the legislator
will abolish tax on Swedish funds. So far, so
good. I do fear that the Swedish regulator
will only implement Ucits III.V due to
their strict view on how to apply the legislation
and establish a local market practice which
is not always in line with what the rest of
Europe considers as market practice. Unless
we can create an environment with rules
and a regulatory approach similar to other
countries I fear that companies will seriously
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consider moving their funds somewhere else.

Rytoft: The question is, ‘Are you issuing this
regulation to protect the investors, or are you
doing it to make it more difficult for
everybody?’ There is a clear lack of  practicality.
The voice of  the industry is also lacking. It’s not
completely missing but it’s not as loud or as
present as it should be to help make the rules
become practically workable. And that is
needed because its one thing to protect
investors but you also need to look at it from an
asset management point of  view and whether
it’s practical or economically feasible to sell a
certain product in that way.

Rosengren: We must have great confidence in
the legislator that they will do this in the right
way. I don’t want to say anything else about
that. For us, Ucits IV is very welcome as a set of
guidelines and we expect them to be
implemented in line with best practice. 

I don’t think the taxation on the funds has
prevented us from doing business, because most
of  the tax is offset by distribution and you will
hold the tax on that distribution until it
becomes something very small. If  you compare
it to one basis point tax on a Luxembourg fund,
it’s obviously more expensive, but it’s still fairly
small. Otherwise Ucits IV will further help us to
harmonise things and will probably make us
more competitive.

Funds Europe: What would you say are the
most prevalent risks you are facing, and will
have to face, over the coming year? And how
do you plan to tackle them? 

Grevelius: I would say general regulation 
for the financial industry as a whole and
regulation specifically for the fund business 
will be a challenge, cost-wise and also around
setting standards and adapting. The challenge
will be to get through that and be able to do 
our job well.

Rosengren: I’m struggling to see risks that
would really affect us in the coming twelve
months. The markets are always going up and
down and I think that will affect us the most.
Otherwise I tend to see more opportunities in
the developments ahead rather than focus on
the risks they present. 

Lundquist: Right now, I consider the fight 
for deposits mentioned previously a great
challenge. I think about how that will affect my 

ability to sell mutual funds. I’m pretty sure 
that the only way of  coping with it is to be sure
you have a product that delivers performance
and that you really deliver on your service
promises. I don’t have to do anything 

very special, just good, old-fashioned delivery
on promises.

Malmfors: In my opinion, one of  the risks 
is around the uncertainty of  what the 
playing field is going to look like going 
forward and what we need to do to prepare 
for the changes that will come. Because 
we don’t really know, the changes could entail 
both a risk and an opportunity depending 
on what you believe about the future and
whether you take action to align to such 
a new environment.

Rytoft: Apart from what has been said about
regulation being high on the agenda, I would
say the economic environment poses another
risk to our industry. What is happening in the
world’s macro economies will play a major role
in what we can actually deliver to our clients in
terms of  performance and also in terms of
which strategies they would be prepared to buy
from a risk perspective. Volatility in the markets
will prevail for some time and I don’t see that
going away right now. fe
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From soup 
to nuts

AP7, the defined contribution default fund within
Sweden’s premium pension system, has gone through a
significant transformation. Angèle Spiteri Paris speaks 

to CEO Richard Gröttheim to find out more

While the large defined benefit AP funds
struggle with regulatory constraints, AP7
faced a different sort of  challenge and is now
coming out the other end, triumphant.

The fund went through extensive
restructuring over the past year. It is now
settling into its framework and, hopefully, no
cracks will appear.

Last year the Swedish government issued
AP7 with a new directive, demanding the
fund deliver a life cycle product. To its 
credit, the fund restructured its offering 
and moved its members into the appropriate
new products. 

However, as one can imagine, this exercise
was not without its challenges.

Richard Gröttheim, AP7 chief  executive
officer, explains why the government chose
last year to issue this mandate. “For the first
ten years, AP7 offered a one-size-fits-all
solution. That was OK at the time because
the fund was still very young and there
weren’t many members close to retirement.
Now, as the system matures and we have
older members, it makes sense to have a life
cycle option,” he says.

AP7 is the default manager of  the premium
pensions system. Its pension assets come
from investors who have not actively selected
a pension fund manager or who want a
government-managed long-term pension
savings plan. 

More than four out of  ten premium
pension savers currently have their 
funds invested with AP7 as the default
government manager. And reshuffling those

pension arrangements was no mean feat.
Gröttheim says: “The project of  moving

members from the old structure to the new
life cycle structure was very challenging.”

The new option offers members a portfolio
made up of  a balance of  AP7’s global
equities fund and the Swedish bond fund,
depending on their age.

The default option for AP7 members,
called Såfa, now consists of  two new funds.
One is a global equity fund and is adequate
for members who are aged 55 or younger.

Older than 55, members will be transferred
into the second fund, which invests solely 
in bonds. Money will gradually be
transferred from equity to fixed income at a
rate of  3% per year until the member
reaches the age of  75.

Another exercise the fund undertook was
for alpha-beta separation, which was all the
rage in the Nordics.

Gröttheim says: “The alpha-beta
separation was implemented a year ago 
and we left the long-only space entirely 
in January 2010. We now have the 
beta engine where we have the physical
exposure to markets.”

Northern Trust, State Street and
Handelsbanken in Sweden are the fund’s
beta managers on a global basis. “In addition
to that we have the alpha centres, which are
non-funded. This means we tie a risk budget
to each centre and they should then receive
their financing through shorting, which will
allow them to go long on the stocks they
think will outperform,” he says.

‘For the first ten years,
AP7 offered a one-size-
fits-all solution. That
was OK at the time

because the fund was
still very young and
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makes sense to have a

life cycle option’
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Gröttheim explains that for investment in
Swedish long/short equities, AP7 has an
internal team and two external managers –
local players Carnegie and Danske Capital. 

The fund has one alpha centre in Europe,
taken care of  by UBS, and two managers in
Japan – Nomura and Amundi. Nomura’s
Singapore team also manages AP7’s Asia-
Pacific exposure.

Lastly, another alpha centre for foreign
exchange was set up and is managed by a
Swedish currency overlay manager IPM.

Hunting
The beta exposure is done passively through
Northern Trust, State Street and
Handelsbanken in Sweden on a global 
basis, with global mandates. Asked whether
these have been reviewed, Gröttheim
answers: “We haven’t changed anything
recently. We concluded our three-year review
last year and all the managers are still up 
and running.”

An interesting observation is that the last
time Funds Europe spoke to Gröttheim, he
was chief  investment officer of  the alpha
portion of  the fund. He was made CEO of
the entire fund in December last year.

The fund is also on the hunt for a new

senior chief  strategist, who would be
responsible for both strategic and tactical
portfolio management.

Like his colleagues at the defined benefit
AP funds, Gröttheim is under a certain
amount of  cost pressure. But as the fund
grows this may get a bit easier.

“We try to be as cost-efficient as possible –
we only have 17 people employed, so that 
is something we cannot diminish any
further,” he says. “We always try to

renegotiate the fees we pay our fund
managers and being the default option
within the PPM, we will have more
bargaining power as our asset base grows.”

In the fund’s most recent annual report,
Gröttheim says that AP7 aims to cut fees
even more. He says that today the fund
already has some of  the lowest fees in the
Swedish PPM system, but over the next few
years, the goal is to lower these management
fees even further. fe

‘We always try to
renegotiate the fees we
pay our fund managers
and being the default

option within the PPM,
we will have more

bargaining power as 
our asset base grows’

Richard Gröttheim: AP7 fund aims to cut fees further
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Catching the wave
Nordic fund managers are becoming more comfortable with

outsourcing their fund administration. Although several still
carry out these functions in-house, things are beginning to

change. Angèle Spiteri Paris reports
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The trend for outsourcing has swept through
most of  Europe and the crisis made the need
for fund managers to focus on their core
expertise more acute. But home-grown
managers in the Nordics have been laggards
and some are only now catching up with the
rest of  the continent.

Håkan Valberg, senior vice-president and
general manager of  the Emea region of
Advent Software, says: “In Scandinavia 
many asset managers still carry out their 
own administration.”

In fact, East Capital, one of  the most
successful independent Scandinavian asset
managers, carries out all its fund

administration functions in-house. Paul 
Carr, head of  product management, says:
“We still perform all of  the fund
administration in-house; the client services,
transfer agency, Nav calculation and
compliance. We have our own in-house
solutions to carry all this out.”

But the potential benefits through this
outsourcing has not passed East Capital by.
The firm is currently considering the
possibility of  teaming up with a third-party
service provider.

Carr says: “We’re at a crossroads. We’re
weighing up the costs, the risks and the
benefits. Our discussion has been influenced
by changes and opportunities offered by Ucits
IV. If  the risk of  doing everything in-house
becomes too burdensome, it might be worth
outsourcing these functions, even if  the actual
cost of  doing so may initially be higher.”

This is because the benefits of  passing on
that responsibility to a specialist could
potentially offset that additional cost,
especially in light of  increasing regulation
around some of  these functions.

He adds: “Also, keeping fund administration
in-house requires continuous investment in
systems. Specialist providers have to have the
best in order to remain competitive so getting
together with them may avoid us having to
make that additional investment.”

But this does not mean that we will see East
Capital handing out a mandate shortly.
“Outsourcing is an interesting concept but
we’re nowhere close to making a decision.
We’re still weighing up all the options,” 
says Carr.

Carnegie, another local manager, also has
not outsourced its administration. Hans
Hedström, president at Carnegie Fonder, 
says: “For our Sweden-registered funds 
we handle the whole process ourselves. We 
see challenges going forward because we 
are forced to do a lot on the reporting side 
of  things.”

In the case of  Norwegian player Skagen,
some outsourcing arrangement is being put in
place. Åge Westbø, deputy chief  executive
and one of  the founders of  the firm, says:
“We’re outsourcing aspects of  our client
reporting. The agreement with Cormarc is in
place and the project will commence in June.
We’re putting this outsourcing agreement in
place for our reporting to be better, cheaper
and more efficient. If  the outsourcing
agreement doesn’t provide this, then we’ll 
just do it ourselves. But at the end of  the 
day, we’re an asset manager and that is our
core strength.”

One thing that may push managers like East
Capital and its peers to consider outsourcing
their administration is the fact that two local
banks – SEB and Swedbank – now provide
this service.

Experts say that from a business point of
view, having local players providing fund
administration should encourage more
outsourcing on behalf  of  the asset
management community in the region.

And in some parts of  the industry it already
has done.

Dirty word
However, some Nordic players have begun to
move in this direction. Henrik Staffas, head of
fund services at Swedbank, one of  the two
large local banking players that offer fund
administration, says the market is beginning
to open up. 

“Managers are beginning to investigate 
the possibility to outsource their
administration,”he says. “We’ve seen several
small to medium-sized players take steps to 
do this while some larger fund managers 
are looking into it and evaluating the
possibility of  outsourcing; there is a growing
interest in the market.”

Experts say that outsourcing is no longer a
dirty word in the Scandinavian markets; it was
considered to be simply a cost-cutting exercise
which was somewhat looked down on. 

But now that the crisis made it clear that 
all actors in the financial markets have 
to concentrate on what they are good 
at, selecting a fellow expert to handle 
services you are not able to provide is
becoming acceptable.

In the roundtable discussion Niklas Nyberg,
global head of  GTS financial institutions,
global transaction services, SEB says: “For
many years asset managers in the Nordics
have been used to doing everything
themselves, but there is a clear trend in 

‘Managers are
beginning to investigate

the possibility to
outsource their
administration’
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the market that clients want to offload some
of  their administrative workload.”

Alfred Berg, the Nordic boutique of  BNP
Paribas, is one example of  a local manager
who has ridden the outsourcing wave.

Tomas Scherp, country manager, CEO at
Alfred Berg, says: “We outsourced some of
our administration relatively recently. There
has been a clear trend to do this overseas and
the Nordic region is now catching up.”

Also in Funds Europe’s discussions with
market commentators, some claimed that in
Sweden, the regulator is not clear on what can
and cannot be outsourced.

In reaction, Jonatan Holst, acting chief  press
officer at Finansinspektionen (FI), the Swedish
regulator, says: “The law is very clear that
outsourcing is allowed. There has been some
discussion as to where to draw the line on how
many functions that can leave the building 
but to say that the issue is unclear is not a
proper description.”

Motivations
There are a number of  reasons fund
managers may seek to outsource the
administration of  their funds.

“Investment managers want to focus on
their core business, performance, distribution
and client service,” Staffas says. “Some
managers are also growing so they’re faced

with a choice, they either could employ more
people to handle the administration or
outsource the function to a provider.”

One such example is Indecap, a medium-
sized Swedish fund manager that recently
outsourced its administration function to
Swedbank. Staffas says: “They made the
decision to outsource because they were
expanding a lot and had issues covering the
growing assets. Now they’re able to focus and
dedicate more resources to their clients and
distribution network.”

Another reason for a smaller player to
consider outsourcing is the growing
administrative burden due to increasing
regulation. One market observer says: “You
would need to invest in IT and additional
infrastructure and to do that you generally
need to increase the number of  assets you
manage. For firms in this situation, it makes
sense to outsource and to consider whether
they should hand over the administration 
to a partner.”

And this isn’t only true for smaller players.
Staffas says: “From their point of  view, large

fund managers think they can do it best in-
house and want to stay in control of  certain
processes. But now even big managers are
looking for external providers because they’re
having difficulty carrying out all those
functions internally.” fe
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‘For many years asset
managers in the Nordics
have been used to doing
everything themselves,

but there is a clear 
trend in the market 

that clients want 
to offload some of 

their administrative
workload’
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Pause for thought
The Nordic equity markets have had a good run, but the beginning of this 
year may not bode so well. Angèle Spiteri Paris analyses investor appetite

33

In the midst of  a turbulent 2010 in Europe,
the Nordic markets, Sweden in particular,
offered investors relative calm. But the
beginning of  this year’s performance was not
as auspicious, which leads to the inevitable
question of  whether these markets are
headed for a fall.

Last year Sweden’s stock market was

Europe’s best performing, rising by 27% over
the twelve months. But at the beginning of
2011, it soured somewhat.

In a recent investment outlook for equities,
One player, SEB, says that at the beginning
of  the year, Nordic stock market
performance has generally been significantly
weaker than elsewhere. “Sweden has one of

the few stock markets in the entire world
without rising share prices,” it said. “After
very strong performance in December, the
OMX Stockholm exchange lost more than
1% in January. Early February was also
weak, and the exchange has now declined by
1.5% since January 1.” 

One reason for the weak stock market

INVESTMENT TRENDS
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performance in Sweden is the fourth quarter
2010 company reports, which have now
begun to appear. SEB says that in a number
of  cases, they have not lived up to the 
high expectations that arose after last year’s
sharp price gains, especially among
industrial companies. 

“Before the report season, expectations
were that companies would report a total
sales increase for 2010 of  1.3% and a profit
increase, excluding nonrecurring items, of
48%. Market observers also expected
dividends totalling SEK146bn [€16.6bn],
which are mainly disbursed in the spring,”
the bank notes. 

These figures are a clear sign that the
spectacular past performance cannot last
forever and the likelihood of  a correction in
Nordic markets, especially in Sweden, is now
very real. 

Hans Hedström, president at Carnegie
Fonder, says: “Over the last couple of  weeks
the Swedish market performed quite badly

compared with others. The outperformance
of  the market for the past two years has been
so extreme that the question was how it
could be maintained.”

And this maintenance seems to be slipping.
Tomas Scherp, country manager, CEO of

the Swedish asset management company
Alfred Berg, says: “Although we’re optimistic
about the prospects for the Swedish equity
markets, we will have a bit of  a struggle
towards the second half  of  the year. This is
mostly because we’re less bullish on
corporate development.”

So the Swedish market may no longer be
the apple of  domestic investors’ eyes.

Hedström says: “There is competition 
from the Finnish and German markets. 
I’m seeing a change in the trend where
domestic investors could be looking for 
other opportunities.”

But regardless of  recent short-term
performance, the surge in these markets
experienced last year cannot be denied.

INVESTMENT TRENDS
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‘Since the recovery
started two years ago,

the Swedish stock
exchange has been the

best performing
worldwide. Obviously
investors have been

looking for
opportunities here’
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Following the trouble in what has been
dubbed “peripheral” Europe, investors
homed in on the Nordic markets, which had
shown robust performance.

During 2010 Sweden saw share prices 
rise by more than 20% due to strong
economic growth. 

Hedström says: “Since the recovery started
two years ago, the Swedish stock exchange
has been the best performing worldwide.
Obviously investors have been looking for
opportunities here.”

Gustaf  Hagerud, head of  asset mangement
and deputy CEO at Swedish pension fund
AP3, says: “We’re pleased to see the Swedish
markets doing so well as it buoys our
investment holdings.”

Weights and measures
In fact, AP3’s 2010 annual report, released
in mid-February, shows that the fund’s equity
portfolio benefited from the regional weights
selected during the year and outperformed
the market weighted MSCI All Countries
World Index (MSCI), which gained 10.6%
during the year. 

“Overweights in Swedish and small cap
equities helped the portfolio to outperform
the index. Swedish equities accounted for
just over 25% of  exposure and yielded a
return of  26% during the year. Swedish
companies were helped by exposures to
developing countries and by the relatively
strong state of  Sweden’s public finances. The
overweight in small cap equities was due to a
high proportion of  private equity and a 1%
holding of  growth companies in the life
sciences sector,” the report states.

The Swedish fund industry had the highest
figure of  assets ever recorded at the end of
2010, when total assets under management
reached SEK 1,964bn at the end of  the year. 

“It’s not only domestic investors that have
made money on the back of  the gains in 
the Swedish market, foreign investors 
also profited,” says Hedström, who
acknowledges, however, that local investors
may have had more to gain. “The domestics
may have benefited more because Swedish
people have a lot of  savings in Swedish
equities and they’ve been winners in this
regard. Over the last two years they’ve been
more reluctant to go elsewhere.”

In addition to their fervent belief  in domestic
markets, Nordic investors have always been
known to be enthusiastic investors in emerging
markets and this had not been dampened, at
least until earlier in the year.

A recent survey by Tell Media Group found
that 56% of  respondents plan to make new
investments into long-only emerging market
equities and 31% are planning 2011
allocations to emerging market fixed income.

But in light of  the political strife in the
Middle East, one could question whether the
fire for these higher risk investments has
been extinguished.

In AP3’s situation, this is definitely not the
case, Hagerud says: “We’re not pulling back
on investments in any particular region due
to the unrest in North Africa. We had no
exposure to that particular part of  the world
anyway. Whether the issues in those
countries has a negative effect on the rest of
emerging markets is a different issue. We
have a view on it but are not making it
public. Our policy is to only make comments
regarding our market view in our annual and
interim report.”

World events
But on the retail side, Carnegie’s Hedstrom
says: “The appetite for emerging markets in
the Nordics is very retail driven and
therefore investors react quite strongly to
world events. In light of  what is happening in
North Africa, we could very well see a pull-
back on emerging markets.”

Scherp at Alfred Berg is less convinced
about the negative outlook for emerging
markets in the Nordics. “In the short-term
the turbulence in North Africa may have 
an impact,” he says. “A long-term impact 
on investor sentiment is less likely although
that largely depends on the outcome.
However I still believe that emerging 
markets will form a large part of  a Nordic
investor’s portfolio. They know these markets
very well.”

That may be so but some experts say that
the civil unrest may highlight risks that had,
maybe been taken somewhat for granted
following years of  relative calm in most of
these countries.

Jan Erik Saugestad, CIO at Storebrand
Investments, says: “It would surprise me if  it
[the trouble in Mena] doesn’t underscore the
political risk of  investing in these countries.
So people will be more aware of  those risks
as a result.

“I don’t think it will derail people’s thinking
– greed will overcome fear eventually. There
will be bumps in the road and risk premiums
will go up and down but it’s hard to say that
the appetite for emerging markets is not a
long-term trend.”  fe

‘We’re not pulling back
on investments in any

particular region due to
the unrest in North
Africa. We had no

exposure to that part of
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One size does not fit all
With the return of the risk appetite, service providers to the Nordic
market need to up the ante and provide clients with a range of
products they can move into quickly and that more suit their
individual requirements. Edited by Angèle Spiteri Paris
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Funds Europe: What do you think are the
greatest challenges or opportunities within
the Nordic market? 

Niklas Nyberg (SEB): One area that has
become challenging, though simultaneously
very interesting and, indeed, at times fun, is
regulation. There has been a tsunami of
regulation that is flooding the market and
there’s no end to it; from MiFID to Ucits IV,
and soon Ucits V. This is the new reality of
the world. You have to interpret, understand,
adapt and finally implement these changes or
it will be near impossible for you to survive as
a provider.

On the depository side, the regulators 
are pushing us towards more transparency
and independence from the banks and I
welcome that initiative because investors 
have already come to regard those aspects 
as essential. Local providers are conducting 
a more thorough due diligence on 
global provider vehicles including third-
party providers, which obviously affects us 
at SEB.

Anne-Sofie Strandberg (Citi): Also, what
we see is a higher level of  sophistication
among investor clients. They are looking for

more types of  products to move into very
quickly. They are turning towards the service
providers to help them find those, which
means, from a service provider’s angle, you
need to have those different products ready
and you need the IT platforms to follow. This
is a challenge for the entire industry, but it 
is positive change that will bring about 
good opportunities.

Ann Magnusson (Northern Trust): Risk
appetite has certainly returned. The client
base is looking at different types of
investments such as private equity, derivatives
and real estate deals. It means the provider
has  to be able to support them and also to
reinvest in these capabilities not only to reflect
regulatory reporting requirements, but also to 
ensure they insulate clients from these
investment decisions.

Henrik Staffas (Swedbank): Clients are
increasingly demanding, both on instrument
types used and request for asset servicing. They
are also shopping around for services that they
previously have done in-house, for example, risk
and performance reporting. But I also think
that the regulatory impact will be very high. For
instance, in its response to the EU Commision’s
public consultation on the Ucits depositary
function, the Swedish FSA is suggesting that the
depository shall not be affiliated with the fund
management company, in effect banning the
Swedish banks from acting as the depository for
their own funds.

Bo Thulin (JPMWSS): Many asset
managers, pension funds and institutional
investors are now considering the post-crisis
operating model with a greater focus on 
risk and compliance, whether upgrading 
their internal functions or outsourcing 
certain functions.

Funds Europe: If this rule on depositories
goes ahead, how would that impact on
your business?

Strandberg: It doesn’t make such a big
difference to us at Citi because our model is
slightly different from the local Swedish
banks. We always treated the custodians and
the fiduciary as two different and separate
vehicles. We see one controlling the other 
and not being the same. That’s something I
think people are now waking up to; that
maybe it should be an independent review of
a service provider rather than the provider
controlling itself. I believe it will go even
further into the fund’s accounting, where the
vehicle will not be allowed to actually
calculate its own accounts.

Staffas: I still believe that the Swedish banks
can continue to perform the depository
service for their own funds, but it must 
be done more professionally than it
historically has been done. Furthermore, I
think that if  the Swedish FSA was more
proactive in communicating and deciding on
the guiding principles for the depositary
service, the market will be able to adopt a
common practice, making additional
regulation unnecessary.

Thulin: When JP Morgan entered this
market a couple of  years ago with the
depository bank, it brought with it the
international model which requires fund
companies to provide more information,
which helps the back office to function better. 

The FSA needs to provide more guidance
around, ‘What is required from me as a
depository, and what does that mean in terms
of  segregating different functions?’ And
‘What requirements do I have to put on the
fund community?’

�Niklas Nyberg, global head of  GTS 
financial institutions, SEB

�Anne-Sofie Strandberg, director, client 
manager, Citi 

�Ann Magnusson, deputy manager, 
Nordic business, Northern Trust

�Henrik Staffas, head of  fund services, 
Swedbank

�Bo Thulin, executive director, JP Morgan
Worldwide Securities Services 
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Another new challenge facing the Nordics is
around recruitment – finding the right people
to work on risk and compliance, developing
and retaining them. Traditionally, they
haven’t had that sort of  profile in an
organisation and, suddenly, everyone wants to
have a new risk manager or compliance
officer, and it’s difficult to find them.

Magnusson: I agree with you, and can 
see that when I meet with clients, too. The 
risk and compliance managers within the
client’s organisation are much more involved
in the discussions with you as an asset
servicing provider.

Staffas: That’s a definite trend; they are now
much more interested in compliance issues,
for example, receiving periodical reports on
limit controls and risk reporting, both
financial and operational.

Magnusson: Some clients have even 
started to talk about risk classes instead 
of  asset classes. Certainly post September
2008, understanding the risk and being more
transparent about it is a prerequisite. One
thing that we have seen at Northern Trust is
that socially responsible investments are a very
big trend in the region. The investors want to
know, for example, ‘If  I invest in a fund-of-
funds, what are the underlying implications
from a carbon footprint perspective?’ Service
providers have not only to be able to offer
compliance services to clients, but also more
sophisticated reporting and transparency.

Funds Europe: What were the most
significant changes that took place within
your business over the last year?

Magnusson: At Northern Trust, we were
lucky to have a strong strategy for growth in

place and a commitment to the Nordics. We
have seen a 30 per cent increase in the number
of  new clients coming on board over the past
year  in the Nordic region. Being based out of
the Nordic region has made a change for us,
too. We now have relationship managers 
and business development services in
Stockholm and were granted a licence for our
Nordic investment management business to
also operate from Stockholm, which we
announced in January.  The pace of  client’s
globalisation has not abated, and this means
our services as a global organisation have to be
truly global.  
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‘Another new challenge facing
the Nordics is around
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Nyberg: The biggest shift I experienced last
year was SEB’s ability to leverage our strong
position as a prime broker and custodian,
combining our service delivery to benefit the
client. We noticed that many asset managers
are moving from the traditional to the
alternative space and, conversely, some
historically alternative providers to the
traditional space. Operating like a multi-
strategy provider, SEB leverages and
capitalises on the competence and technology
that we have in the bank to service this broad
spectrum of  strategies and clients.

Strandberg: At Citi we continue to increase
the amount of  awareness of  the local
regulation. With the company’s global reach
we have a lot of  knowledge sitting in central
Europe, London and Luxembourg, and 
we can further strengthen that if  we are going
to stay in the Nordics. We look to act more 
as consultants towards the clients and 
not so much as a product-packager, asking,
‘What do they need?’ ‘What type of
structures are they putting in place?’ The

underlying clients are changing their buying
behaviours and we are certainly following and
adapting to these changes.

Staffas: Swedbank experienced two
significant changes last year. On the custody
side, technology development in co-operation
with JP Morgan continues to be crucial, and
that’s basically to support two things – the
upcoming regulatory issues, and also to
develop the added value services to the clients
in terms of  corporate action, information and
reporting. Second, we have successfully
introduced a new fund services product
enabling our Swedish clients to outsource
their fund administration to Swedbank.

Thulin: At JP Morgan the main change has
been the increasing footprint in the Nordics.
Now we have more than 50 people on the
ground supporting custody and, of  course,
that has inevitably brought with it a lot of
new requests from clients. Some clients
approach us themselves; some come through
Swedbank, our local partner in Sweden. The
requests are very much for middle office
function requirements. They need help with
risk and performance management, fund
administration, third party evaluation or
OTC [over-the-counter] derivatives and so
on. This is something we have experienced a
lot and it definitely affects how we want to run
the business in the Nordics. 

The industry is now looking for more than
just a provider, it is looking for someone to
partner with so it can grow and develop over
a period of  time. This is a huge difference to
how it was a couple of  years ago.

Magnusson: Clients have started to think,
‘What is our core business? If  I am a bank
investment manager, pension fund, insurance
fund, why do I want to invest in these
technology platforms? Is there a better way to
achieve the same thing by utilising my service
provider more effectively?’

Funds Europe: Is outsourcing becoming an
issue for some of the local fund managers
that used to do it themselves?

Nyberg: For many years Nordic asset
managers used to do everything themselves,
but now there is a clear trend that they 
want to offload some of  their 
administrative workload and increase
competence by partnering up in certain areas.

‘The industry is looking
for more than just a
provider, it is looking 

for someone to partner
with so it can grow 
and develop over a

period of time’
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We have seen a dramatic change in terms of
interest and long-term thinking which, I
think, is driven by regulation, risk
management and competition.

Magnusson: The perception of  outsourcing
has changed dramatically. Now it’s one of  the
key things that the asset managers and asset
owners think about. They have realised that
they can remain in control of  their dealings
and, at the same time, avoid the large,
continuous capital reinvestment into old
legacy systems that do not ‘do the job they
need them to do’. Flexibility and tailoring to
your specific clients’ needs is paramount.

Staffas: We are definitely beginning to see a
change in how the local fund managers
perceive outsourcing. Previously, outsourcing
was not an option, and the drivers are 
also changing. Earlier, outsourcing was
mainly used to cut costs and get rid of  a
problem. Now there is another view, 
they think, ‘Maybe someone else can 
provide a more professional service enabling
us to focus on our core business. We could 
get lower operational risks and better services,
for example, improved compliance checks,
etc.’ There is a big change in the mood of  
the market.

Strandberg: I have heard many clients say
that one of  the biggest challenges with
outsourcing is that they are still required, by
regulation, to keep the control function in-
house. They can see the anticipated cost
benefits of  outsourcing, but they still want
and need to continue to have that control
internally. However, the  search for alpha
makes it more and more challenging to look
at the outsourcing model in comparison to
keeping it in-house. This highlights the fine
line between what they should outsource and
what they should continue doing themselves.

Thulin: The industry is not yet clear on what
functions can and cannot be outsourced. The
industry is asking, ‘What am I allowed to do?
What can I outsource?’ And finding answers
takes time. No one has the final answer yet.

Furthermore, outsourcing has become an
issue of  strategic positioning. Remember, a
number of  Nordic institutions made
significant IT investments about five to ten
years ago and now they want to either
upgrade that, which requires a lot of
investment, or try to remodel the way their

business operates. Then, suddenly,
outsourcing becomes very much a strategic
decision for the management to say, ‘How do
we want to position ourselves in the next five
to ten years? And based on that, what does
that mean, what kind of  decision do I need to
take today in order to meet that
requirement?’ It’s no longer just a pure back
office, operational, cost-driven exercise; it’s
more the strategic positioning of  the
companies that drives this.

Magnusson: Also, it’s not one-size-fits-all; if
you want to work with clients on building an
outsourcing solution, you need to be able to
adapt and listen to where they are in the
process in the first instance and what’s
important for them.

Funds Europe: Are there cost pressures 
on your business? How do you balance the
level of fees you command with the amount
of risk and workload you are taking on?

Strandberg: There are a lot of  demands on

‘Everything is focused
around information

transparency, accuracy
and timeliness today. 

It is all moving towards
same-day sharing 

of information, which
means everybody in 

the chain has to speed
up and be as automated

as possible’
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the service providers, not only to keep up with
the regulation, or the IT platforms, but also to
have flexibility within their product range. It’s
not one-size-fits-all, as you said. You need to
model that IT platform to fit that client, and
then the next comes along and it’s a different
type of  modelling that needs to be done. 

Asset managers are asking for more at a
lower price because they’re going for alpha
generation and facing fee compression.
Although they understand there needs to be
some cost, they’re not always prepared to pay
for the commoditised services such as custody.

Magnusson: Clients also want transparency
– to understand what they are paying for and
what they get for that price. These kinds 
of  bundled offerings might not be as 
attractive anymore to many clients because the
pressure to be able to breakdown costs is there,
from shareholders, the broader pensioner
population and the regulators. We have a very
frank and open discussion with clients about
this to ensure transparency. Clients are less
interested in bundling fees today.

Nyberg: Prices have dropped rapidly over
the past ten years. However, during the past
two years, price pressure has lessened. Many
clients now realise that we do not just provide
a plain linear service and that risk mitigation
and competence, for example, are very
valuable. I wouldn’t be surprised to see prices
going up in some areas because of  new
regulations and the complexity of  conducting
this kind of  business.

Staffas: Custody has become a standard
commodity, forcing the providers of  asset
servicing to offer something more than pure
custody. Otherwise you will most likely be out
of  business in five years’ time. Additionally,
the more advanced products you can deliver
with higher client benefits, the higher margins
you are able to keep.

Strandberg: There are three main blocks:
the back office, the middle office and the front
office. There is no trend in Scandinavia yet to
outsource the front office and I would say
that’s definitely staying where it is. However,
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‘As a provider you have
to make the client

understand that they
need to compromise 

in order to get a 
cost-effective and

qualitative product
which is different from

the tailor-made solution’

36-IBC Panel 2 - jssasp:Layout 1  11/3/11  11:12  Page 40



if you’re in funds in europe you need a subscription
funds europe

 funds europe is the ONLY magazine that gives you strategic insight into all aspects of 
the fund management business in Europe. Access unique research & analysis from 

top financial journalists and exclusive commentary from industry leaders. Subscribe to 
funds europe today and find out what makes the European fund business tick.    

Method of payment:

Please debit my Switch/Amex/VISA/Mastercard card

Card number:

Expiry date: Issue No (switch only):

I enclose a cheque for €385 (outside Europe: €495) made payable to: Funds Europe Ltd

Please invoice my company

/

/

/ /

YES, I would like a subscription to funds europe for only €385 (outside Europe: €495)

Your details:

Title                             First Name                                                                   Surname

Job title

Company Name

Company Address

Postcode/  Zip Country

Tel: Email:

Signature Date

funds europe – think about it

Return to:   Subscriptions, Funds Europe Ltd, 288 Bishopsgate, London EC2M 4QP, UK
tel: +44 (0)20 3178 5872    fax: +44 (0)20 3178 4002    email: subs@funds-europe.com

www.funds-europe.com

CURRENCY HEDGING
Smoothing volatility

Pension fund report �
Strathclyde interview 

Internal expertise
Emerging market pensions 

PROVIDING
FOR THE
FUTURE

INVESTEC
Hendrik du

Toit interview

TRANSFER AGENCY
Coping with convergence

funds europe
APRIL 2010 • ISSUE: 85 • €40

2010 FUND ADMINISTRATION
SURVEY & DIRECTORY

EM DEBT • FRENCH SMES •  REGULAR COLUMNS

ASSET POOLING
After Ucits IV

funds europefunds europe
MAY 2010 • ISSUE: 86 • €40

THE NEW 
ERA OF 

MUTUAL 
RESPECT

Fund managers & 
their outsourcers

FORWARD THINKING
USS, Schroders and P-Solve 
on institutional investment

BUYSIDE TRADING
Coping well with regulation

INVESTMENT
Absolute returns

HEALTHCHECK
Getting back to profitability

FUND LAUNCHES • EDHEC RESEARCH • REGULAR COLUMNS

funds europefunds europe
JUNE 2010 • ISSUE: 87 • €40

THEY MOVED
MOUNTAINS

Fund managers who came through the crisis

GUIDE TO 
FUND FORUM 
Monaco’s premier 
fund event

LONGEVITY
Age concerns BRAZIL

Not just 
commodities

DISTRIBUTION
MeesPierson  

EAST EUROPEAN ASSET SERVICING • EDHEC RESEARCH • TRANSACTION REPORTING

funds europe
Global Fund Centres 06

ChecklistChoosing the centre that’s right for 

your product and client needsAlternative Investments
Which domiciles offer the best regime

for the burgeoning alternatives market?CustodyFinding a provider that satisfies asset

manager requirements in fund centres

ge 1

funds global
Asia Report 2010

Special focus: Hong Kong

Mutual funds: Appetite for risk

Pensions: $15bn coming your way

Real estate: Locked out

EXECUTIVE PANEL  •  INDIA’S KOTAK  •  NEWS

Asia’s fund brands

How long until they’re global?

Asset servicing

Panel discussion

cover2:
 00-cov

er.fc41
  28/5/

10  17:
08  Pag

e 1

A one-year subscription gives you Funds Europe magazine PLUS all supplements and special reports

funds global
MENA Report 2010

Asset management in the UAE

Firms chase growth after the Dubai crash

QATAR & BAHRAIN FOCUS  •  FUND MANAGEMENT PANEL • ASSET SERVICING  

Frontier leaders

MENA and the bid for

emerging market status

Cash is king
Retail trends

Back to the future

00-cove
r: 00-c

over.fc
41  17/

6/10  1
1:45  P

age 1

FE_SubsForm_June10:Layout 1  9/2/11  10:41  Page 1



PANEL: ASSET SERVICING

42

the middle office block is where the
outsourcing is being pushed from right now.
So its about educating and asking the
questions, ‘What is the client paying for?
What do they get when we talk about a risk
report?’ And the answers to those questions
look different from provider to provider.

Magnusson: Everything is focused around
information transparency, accuracy and
timeliness today. It is all moving towards
same-day sharing of  information, which
means everybody in the chain has to speed up
and be as automated as possible.

Thulin: Speaking of  the front, middle and
back office, my experience has been that these
descriptions don’t really exist anymore.
Clients ask us, ‘If  I do more trades with you,
what benefits do I get by using your bank for
the full value chain apart from the cost and
end-to-end perspective?’ So in this case the
investment bank works with the middle and
back office. The whole landscape is gradually
shifting and merging.

Funds Europe: In January, Sweden’s
Euroclear announced its inaugural
service for automating and standardising
fund transaction processes. What has this
meant for your business?

Nyberg: Every initiative that helps automate,
reduce costs and risk in the fund processing
area is welcome. Euroclear’s initiative will
help our clients reduce their total cost of
transactions which will benefit investors and
in the end us. So I think it’s a good thing. 

Thulin: I fully agree that the community
welcomes everything that can make the
infrastructure much more linear. But on the
trading side, if  you compare it with MTFs
[multi-lateral trading facilities], for instance,
suddenly you have many different areas
where to place your funds. Banks like JP
Morgan are developing their own products as
well. For the really big players this presents a
great opportunity, but a smaller fund
company might wonder, ‘Where should I put
my funds? Do I have connection to all of
them? Is there room for the kind of
intermediary services that guide me as a fund
manager towards these without having
invested a lot of  money?’

The next challenge is around cost of  using a
platform and price, because that has always
been the issue: ‘What price should I pay for
having funds on that platform?’ There are a
lot of  things around fund investment that still
need to be sorted out, especially if  you go
back to the depository and fiduciary roles. If
I’m a depository investing other funds on
different platforms, I need to have control
over what’s happening and have the
possibility to pull the plug if  I see something
that falls outside the investment regulations. 

Magnusson: It will be interesting to see what
happens in Norway and Denmark, where
something similar is already in place.

Funds Europe: Are there any risks within
the asset servicing world that are specific
to the Nordic markets? 

Nyberg: There are several areas that are
quite specific for the Nordics. Many
investment managers have not outsourced
their middle-office functions to the extent
they have in continental Europe. This
introduces a certain level of  complexity to the
investor services provider, especially for fund
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companies as we have to integrate with their
back-office or portfolio system. If  they in-
sourced middle office to us it would be easier
to track their data. 

Another difference is that the Nordics have
no proxy voting services. This puts pressure
on the service provider as well as the 
asset managers, who has to really be on top of
their agenda.

Strandberg: I think the regulation in
Scandinavia is not particularly clear, it does
require some clarification. It is on its way,
especially around the Ucits IV and Ucits V
regulations, which are now coming up.

Funds Europe: What would be the catalyst
for changing this status quo?

Strandberg: It needs to be harmonised with
the rest of  Europe. Despite Ucits V coming
on board, there are still going to be local
regulations adapted, but hopefully they’re
going to be more guided towards the
European regulation.

Thulin: In general, the Nordic market is
gradually moving towards a more global
standard. This  affects both those in the
Nordics reaching out and global players
moving into the region. Who should change
first? Do the Nordic players who want to buy
outside Scandinavia adapt to a more global
standard, or will the global player coming
into the market change to a more local one?
Presumably they will meet somewhere in the
middle, but there are gaps to be filled.

Staffas: Most of  the asset managers are not
used to buying services and products and they
have built tailor-made solutions in-house,
which they at least initially want to maintain.
As a provider you have to make the client
understand that they need to compromise in
order to get a cost effective and qualitative
product which is different from the tailor-
made solution.  The market is still learning,
both provider and the asset manager have a
few things to learn in terms of  requirement
specifications, service level agreements and
service reviews.

Magnusson: There are many in-house
managed companies in the Nordic region. We
have had discussions with a number of  clients
that want to know, ‘What is the standard, and
what will the regulatory changes look like?’

This is for them to understand the impact on
their business as well as the potential future
development needs. We are working with
clients to customise the ways in which we  can
best support them.

Nyberg: There is one particular peculiarity
in Denmark. For Danish investment
associations, the local FSA requires a 
CCP [central counterparty] settlement 
which puts immense pressure on the 
provider to absorb risk in a way that 
is not seen anywhere else. You have to 
decide on the right type of  agreement, 
the level of  risk you can absorb and 
the markets available to the 
asset manager. It also becomes quite
complicated for the asset manager, who has to
have the market expertise and so forth 
to really understand what they’re buying.
Investment associations find the regulation 
in Denmark strange. 

Funds Europe: And how would you 
handle that? 
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Nyberg: We consider whether we want to
bear that level of  risk and offer those 
specific markets to the client. We look 
at whether the client is big enough to make 
it worth our while. We also look at the 
general risk profile of  the client and whether
they will compensate us for the greater risk 
we take on. This becomes costly for the 
asset managers and end investors. This 
kind of  regulation drives up both cost 
and complexity.

Strandberg: It’s different from market 
to market. At Citi we still look at the 
Nordic region as four different countries, 
as there is no harmonisation across the
region. As a whole, we have noticed an escape
from the region. We see that a lot of  the 
asset managers are moving towards a
European sort of  structure, towards the
Luxembourg and Dublin structure. There are
also tax discrepancies. 

If  we want our market to remain strong, the
region as a whole needs to harmonise and

look towards the European model. That’s best
achieved through lobbying, having those
conversations with the regulators and trying
to speak to these markets with the client’s
voice. But this is a big challenge because there
isn’t an industry-wide forum and the markets
themselves are smaller than some of  the
European ones, especially from the
perspective of  a global playing field.

Funds Europe: Do you consider the Baltic
states forming part of the Nordic region?

Staffas: At Swedbank the Baltic countries are
part of  our home market, together with
Sweden; but our client offering is local, that is,
there is no Nordic Baltic product.

Magnusson: For Northern Trust the Nordic
region is Denmark, Finland, Sweden and
Norway. We are not active in Iceland or 
the Baltics.  

Nyberg: Everyone has their own definition.
SEB is present in the Baltics. International
clients consider the Baltics part of  the 
Nordic region. We look at it as one region 
in terms of  packaging and distribution,
service delivery and so forth. However,
regional or domestic investors will look 
at this differently. The Baltics region is 
very small in terms of  its P&L contribution. 

On the other hand, the Baltics market is
slowly growing and I think it will be very
interesting to follow the developments taking
place. For example, it will be exciting for us to
establish an inter-operating model delivering
greater synergies for product solutions and
service delivery.

Thulin: It is easy to look at the Nordics and
consider it to be a single region; however, it’s
important to remember that it is really four
countries, plus the Baltic states. When
approaching local clients, we need to ensure
that it is clear they are different countries,
with their own local regulation to which we
have to adapt. If  the client is an international
player and wants to buy combined services,
perhaps then they see it as one region, but you
have to remember that there are seven
different markets here.

Funds Europe: What can you foresee 
as being the most significant changes
within your business over the next couple
of years?
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Thulin: The trend we are seeing, that we are
trying to adapt to, is to be much closer to 
the market; it’s become more and more
difficult to tailor solutions and service clients
from an offshore location. You have to be
local to be successful in Nordic asset servicing.
The more local you can be, the better it is.
Then you have to define the strategy, ‘How
local do I want to be? Do I want to be fully
integrated to a local infrastructure or find a
middle ground?’

Magnusson: I agree; Northern Trust
opened an office in the Nordics over 
a year ago and since then potential clients
that at first questioned the need for our 
service offering to be local have been
increasingly seeking to link with us and 
look at ways to expand our relationships. 
It’s easier now to inform global organisations
about the trends from the market: ‘What is
important? What do the clients in this region
actually think about certain things?’ It has
been very important to be here and to work
closely with our clients.

Staffas: I think we need to adapt all the time,
but then also help our clients adapt to the new
regulation. I believe this will drive and
continue the trend of  outsourcing either parts
or the whole of  your operations.

Magnusson: I think we will continue to 
see both clients and banks evaluating 
whether they can work with a global 
provider within certain areas and still keep
the client interface.

Strandberg: But I think what’s going to 
be a challenge is to continue to be that
consultant. I think our role will involve that
closeness to the client, the understanding 
of  the product and to be there as 
consultants more than anything. Today I
think we are hybrids, we are a service
provider and sometimes you get stuck in 
your service issues, but increasingly the
individual’s relationship management level
will be more related to the consultancy of  
the underlying investors.

Nyberg: In-house expertise is becoming
increasingly important. We are required 
to get under the skin of  the client to 
help them be more efficient and understand
their underlying processes throughout 
the whole investor value chain.

Funds Europe: How do you see
competition affecting your business?

Staffas: Competition is fierce, which is 
good, and I don’t think it will ease up; it 
will stay very competitive. So it’s a question 
of  being able to service many different 
clients covering several countries and have
people on the ground with rock-solid
competence to service those clients. It will 
be very important to be local in order to be
close to your clients and have expert
knowledge of  each domestic market.
However, the financial market will 
continue to develop and it is impossible to say
exactly what will happen. What we know 
is that it will continue to  grow and 
develop with plenty of  new competitors 
and products being introduced. There 
will be more business, but you will have to
develop and invent your product portfolio 
in order to stay competitive and at 
the forefront. 

In my view, the future looks very positive
indeed. fe
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